Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 30, 2014

OR

[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission file number 1-13926

DIAMOND OFFSHORE DRILLING, INC.

(Exact name of registrant as specified in its charter)

Delaware 76-0321760
(State or other jurisdiction (LR.S. Employer
of incorporation or organization) Identification No.)
15415 Katy Freeway
Houston, Texas
77094
(Address of principal executive offices)
(Zip Code)

(281) 492-5300

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes No [

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company.
See definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer O

Non-accelerated filer [ (Do not check if a smaller reporting company) Smaller reporting company (|
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes [l No

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

As of July 23, 2014 Common stock, $0.01 par value per share 137,145,889 shares




Table of Contents

DIAMOND OFFSHORE DRILLING, INC.
TABLE OF CONTENTS FOR FORM 10-Q

QUARTER ENDED JUNE 30, 2014

COVER PAGE
TABLE OF CONTENTS
PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements (Unaudited)
Consolidated Balance Sheets
Consolidated Statements of Operations
Consolidated Statements of Comprehensive Income
Consolidated Statements of Cash Flows
Notes to Unaudited Consolidated Financial Statements

ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

ITEM 4. Controls and Procedures
PART II. OTHER INFORMATION

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

ITEM 6. Exhibits
SIGNATURES
EXHIBIT INDEX

PAGE NO.
1

2

N Ul W

22
39
40
41
41
41
42
43



Table of Contents

ITEM 1. Financial Statements.

Current assets:
Cash and cash equivalents
Marketable securities

PART I. FINANCIAL INFORMATION

DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In thousands, except share and per share data)

ASSETS

Accounts receivable, net of allowance for bad debts
Prepaid expenses and other current assets

Asset held for sale
Total current assets

Drilling and other property and equipment, net of accumulated depreciation

Other assets
Total assets

Current liabilities:
Accounts payable
Accrued liabilities
Taxes payable

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current portion of long-term debt

Total current liabilities
Long-term debt
Deferred tax liability
Other liabilities

Total liabilities

Commitments and contingencies (Note 10)

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; 143,958,250 shares issued and 137,145,889 shares
outstanding at June 30, 2014; 143,952,248 shares issued and 139,035,448 shares outstanding at December 31, 2013)

Additional paid-in capital
Retained earnings

Accumulated other comprehensive gain (loss)
Treasury stock, at cost (6,812,361 and 4,916,800 shares of common stock at June 30, 2014 and December 31, 2013,

respectively)

Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part of the consolidated financial statements.
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June 30, December 31,
2014 2013
$ 980,817 $ 347,011
350,156 1,750,053
545,024 469,355
200,867 143,997
— 7,694
2,076,864 2,718,110
6,055,990 5,467,227
229,468 206,097
$8,362,322 $8,391,434
$ 121,164 $ 94,151
417,477 370,671
11,583 30,806
249,992 249,954
800,216 745,582
2,244,336 2,244,189
533,788 525,541
237,034 238,864
3,815,374 3,754,176
1,440 1,440
1,991,293 1,988,720
2,752,837 2,761,161
3,547 350
(202,169) (114,413)
4,546,948 4,637,258
$8,362,322 $8,391,434
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DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except per share data)

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Revenues:
Contract drilling $649,554 $744,898 $1,334,862 $1,444,871
Revenues related to reimbursable expenses 42,690 13,120 66,806 42,888
Total revenues 692,244 758,018 1,401,668 1,487,759
Operating expenses:
Contract drilling, excluding depreciation 395,376 369,036 765,166 744,130
Reimbursable expenses 42,290 12,805 65,956 42,094
Depreciation 108,906 97,143 215,917 193,964
General and administrative 20,478 16,435 43,305 33,250
Gain on disposition of assets (8,572) (260) (8,719) (2,264)
Total operating expenses 558,478 495,159 1,081,625 1,011,174
Operating income 133,766 262,859 320,043 476,585
Other income (expense):
Interest income 150 271 558 888
Interest expense (18,523) (7,951) (36,678) (16,020)
Foreign currency transaction gain (loss) (2,971) 448 (4,149) 607
Other, net 181 674 508 420
Income before income tax expense 112,603 256,301 280,282 462,480
Income tax expense (22,890) (70,967) (44,759) (101,157)
Net income . $ 89,713 $185,334 $ 235,523 $ 361,323
Earnings per share, Basic and Diluted $ 065 $ 133 $ 1.71 $ 2.60
Weighted-average shares outstanding:
Shares of common stock 137,145 139,035 137,803 139,034
Dilutive potential shares of common stock 4 37 5 43
Total weighted-average shares outstanding 137,149 139,072 137,808 139,077
Cash dividends declared per share of common stock $ 0875 $ 0875 § 1.75  $ 1.75

The accompanying notes are an integral part of the consolidated financial statements.

4



Table of Contents

DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(In thousands)
Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Net income $89,713 $185,334 $235,523 $361,323
Other comprehensive gains (losses), net of tax:
Derivative financial instruments:
Unrealized holding gain (loss) 2,882 (6,799) 5,721 (6,516)
Reclassification adjustment for gain included in net income (2,360) (253) (2,537) (1,704)
Investments in marketable securities:
Unrealized holding gain 1 2 39 9
Reclassification adjustment for gain included in net income (18) (49) (26) (132)
Total other comprehensive gain (loss) 505 (7,099) 3,197 (8,343)
Comprehensive income $90,218 $178,235 $238,720 $352,980

The accompanying notes are an integral part of the consolidated financial statements.
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DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)
Operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation

Gain on disposition of assets
Gain on foreign currency forward exchange contracts
Deferred tax provision
Accretion of discounts on marketable securities
Stock-based compensation expense
Deferred income, net
Deferred expenses, net
Long-term employee remuneration programs
Other assets, noncurrent
Other liabilities, noncurrent
Proceeds from settlement of foreign currency forward exchange contracts designated as accounting hedges
Bank deposits denominated in nonconvertible currencies
Other
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Taxes payable
Net cash provided by operating activities
Investing activities:
Capital expenditures (including rig construction)
Proceeds from disposition of assets, net of disposal costs
Proceeds from sale and maturities of marketable securities
Purchases of marketable securities
Net cash provided by (used in) investing activities
Financing activities:
Payment of dividends
Purchase of treasury stock
Other
Net cash used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

The accompanying notes are an integral part of the consolidated financial statements.
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Six Months Ended
June 30,
2014 2013
$ 235,523 $ 361,323
215,917 193,964
(8,719) (2,264)
(5,007) (2,772)
6,523 24,996
(225) (514)
2,421 1,777
55,432 (22,595)
(80,579) 7,030
3,952 4,319
(144) (4,413)
2,334 (4,185)
5,007 2,772
5,442 —
1,119 939
(75,893) 13,895
(18,857) (5,916)
40,948 (32,859)
(17,867) (15,375)
367,327 520,122
(817,375) (542,923)
16,477 2,478
5,800,033 1,750,038
(4,399,889) (1,449,745)
599,246 (240,152)
(244,364) (245,567)
(87,756) —
(647) 137
(332,767) (245,430)
633,806 34,540
347,011 335,432
$ 980,817 $ 369,972
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DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. General Information

2«

The unaudited consolidated financial statements of Diamond Offshore Drilling, Inc. and subsidiaries, which we refer to as “Diamond Offshore,
“us” or “our,” should be read in conjunction with our Annual Report on Form 10-K for the year ended December 31, 2013 (File No. 1-13926).

We,”

As of July 23, 2014, Loews Corporation owned 51.1 % of the outstanding shares of our common stock.

Interim Financial Information

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the
U.S., or GAAP, for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X of the Securities and Exchange
Commission. Accordingly, pursuant to such rules and regulations, they do not include all disclosures required by GAAP for complete financial statements.
The consolidated financial information has not been audited but, in the opinion of management, includes all adjustments (consisting only of normal recurring
accruals) necessary for a fair presentation of the consolidated balance sheets, statements of operations, statements of comprehensive income and statements of
cash flows at the dates and for the periods indicated. Results of operations for interim periods are not necessarily indicative of results of operations for the
respective full years.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount of revenues
and expenses during the reporting period. Actual results could differ from those estimated.

Reclassifications

Certain amounts applicable to the prior periods have been reclassified to conform to the classifications currently followed. Such reclassifications do not
affect earnings.

Cash and Cash Equivalents

We consider short-term, highly liquid investments that have an original maturity of three months or less and deposits in money market mutual funds
that are readily convertible into cash to be cash equivalents. We had bank deposits denominated in Egyptian pounds totaling $7.9 million and $14.3 million at
June 30, 2014 and December 31, 2013, respectively. However, the local currency is not readily convertible into U.S. dollars or other currencies at this time.
While we believe that a portion of these amounts will be used to fund local obligations in Egyptian pounds in the short term, we have reported $7.3 million
and $12.7 million as “Other assets” in our Consolidated Balance Sheets at June 30, 2014 and December 31, 2013, respectively.

The effect of exchange rate changes on cash balances held in foreign currencies was not material for each of the three-month and six-month periods
ended June 30, 2014 and 2013.

Marketable Securities

We classify our investments in marketable securities as available for sale and they are stated at fair value in our Consolidated Balance Sheets.
Accordingly, any unrealized gains and losses, net of taxes, are reported in our Consolidated Balance Sheets in “Accumulated other comprehensive gain
(loss),” or AOCGL, until realized. The cost of debt securities is adjusted for amortization of premiums and accretion of discounts to maturity and such
adjustments are included in our Consolidated Statements of Operations in “Interest income.” The sale and purchase of securities are recorded on the date of
the trade. The cost of debt securities sold is based on the specific identification method. Realized gains or losses, as well as any declines in value that are
judged to be other than temporary, are reported in our Consolidated Statements of Operations in “Other income (expense) — Other, net.” See Note 5.
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Derivative Financial Instruments

Our derivative financial instruments consist primarily of foreign currency forward exchange, or FOREX, contracts which we may designate as cash
flow hedges. In accordance with GAAP, each derivative contract is stated in the balance sheet at its fair value with gains and losses reflected in the income
statement except that, to the extent the derivative qualifies for and is designated as an accounting hedge, the gains and losses are reflected in income in the
same period as offsetting gains and losses on the qualifying hedged positions. Designated hedges are expected to be highly effective, and therefore,
adjustments to record the carrying value of the effective portion of our derivative financial instruments to their fair value are recorded as a component of
AOCGL in our Consolidated Balance Sheets. The effective portion of the cash flow hedge will remain in AOCGL until it is reclassified into earnings in the
period or periods during which the hedged transaction affects earnings or it is determined that the hedged transaction will not occur. We report such realized
gains and losses as a component of “Contract drilling, excluding depreciation” expense in our Consolidated Statements of Operations to offset the impact of
foreign currency fluctuations in our expenditures in local foreign currencies in the countries in which we operate. See Note 11.

Adjustments to record the carrying value of the ineffective portion of our derivative financial instruments to fair value and realized gains or losses upon
settlement of derivative contracts not designated as cash flow hedges are reported as “Foreign currency transaction gain (loss)” in our Consolidated
Statements of Operations. See Notes 6 and 7.

Drilling and Other Property and Equipment

We carry our drilling and other property and equipment at cost. Maintenance and routine repairs are charged to income currently while replacements
and betterments, which 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 determining whether or not such replacements and betterments meet the
criteria for capitalization and in determining useful lives and salvage values of such assets. Changes in these judgments, assumptions and estimates could
produce results that differ from those reported. Historically, the amount of capital additions requiring significant judgments, assumptions or estimates has not
been significant. During the three months ended June 30, 2014 and the year ended December 31, 2013, we capitalized $215.8 million and $302.0 million,
respectively, in replacements and betterments of our drilling fleet, resulting from numerous projects ranging from $25,000 to $70 million per project.

Costs incurred for major rig upgrades and/or the construction of rigs are accumulated in construction work-in-progress, with no depreciation recorded
on the additions, until the month the upgrade or newbuild is completed and the rig is ready for its intended use. Upon retirement or sale of a rig, the cost and
related accumulated depreciation are removed from the respective accounts and any gains or losses are included in our results of operations as “Gain on
disposition of assets.” Depreciation is recognized up to applicable salvage values by applying the straight-line method over the remaining estimated useful
lives from the year the asset is placed in service. Drilling rigs and equipment are depreciated over their estimated useful lives ranging from three to 30 years.

Asset Held For Sale and Impairment of Long-Lived Assets

We evaluate our property and equipment for impairment whenever changes in circumstances indicate that the carrying amount of an asset may not be
recoverable, such as cold stacking a rig or excess spending over budget on a newbuild, construction project or major rig upgrade. At December 31, 2013, we
had four cold-stacked rigs, consisting of three mid-water semisubmersible rigs and one jack-up rig, the Ocean Spartan, which was reported as an “Asset held
for sale” in our Consolidated Balance Sheets at a carrying value of $7.7 million. We sold the Ocean Spartan in June 2014 for an aggregate selling price of
$16.5 million and recognized a net gain of $8.5 million on the transaction.

The three mid-water semisubmersible rigs remain cold stacked at June 30, 2014. We did not record any impairment with respect to our cold-stacked
rigs for the three-month and six-month periods ended June 30, 2014 and 2013.

Treasury Stock

We account for the purchase of treasury stock using the cost method, which reports the cost of the shares acquired in “Treasury stock” as a deduction
from stockholders’ equity in our Consolidated Balance Sheets. Depending on market conditions, we may, from time to time, purchase shares of our common
stock in the open market or otherwise. During the six months ended June 30, 2014, we repurchased 1,895,561 shares of common stock at a cost of $87.8
million.
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Capitalized Interest

We capitalize interest cost for qualifying construction and upgrade projects. See Note 8. A reconciliation of our total interest cost to “Interest expense”
as reported in our Consolidated Statements of Operations is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)
Total interest cost, including amortization of debt issuance costs $ 33,526 $ 25,089 $ 67,893 $ 48,994
Capitalized interest (15,003) (17,138) (31,215) (32,974)
Total interest expense as reported $ 18,523 $ 7,951 $ 36,678 $ 16,020

Foreign Currency

Our functional currency is the U.S. dollar. Foreign currency transaction gains and losses are reported as “Foreign currency transaction gain (loss)” in
our Consolidated Statements of Operations and include, when applicable, unrealized gains and losses to record the carrying value of our FOREX contracts not
designated as accounting hedges, as well as realized gains and losses from the settlement of such contracts. For the three-month and six-month periods ended
June 30, 2014, we recognized net foreign currency transaction (losses) of $(3.0) million and $(4.1) million, respectively. For the three-month and six-month
periods ended June 30, 2013, we recognized net foreign currency transaction gains of $0.4 million and $0.6 million, respectively. See Note 6.

Revenue Recognition

We recognize revenue from dayrate drilling contracts as services are performed. In connection with such drilling contracts, we may receive fees (on
either a lump-sum or dayrate basis) for the mobilization of equipment. We earn these fees as services are performed over the initial term of the related drilling
contracts. We defer mobilization fees received, as well as direct and incremental mobilization costs incurred, and amortize each on a straight-line basis, over
the term of the related drilling contracts (which is the period we estimate to be benefited from the mobilization activity). Straight-line amortization of
mobilization revenues and related costs over the term of the related drilling contracts (which generally range from two to 60 months) is consistent with the
timing of net cash flows generated from the actual drilling services performed. Absent a contract, mobilization costs are recognized currently.

Some of our drilling contracts require downtime before the start of the contract to prepare the rig to meet customer requirements. At times, we may be
compensated by the customer for such work (on either a lump-sum or dayrate basis). These fees are generally earned as services are performed over the initial
term of the related drilling contracts. We defer contract preparation fees received as well as direct and incremental costs associated with the contract
preparation activities and amortize each, on a straight-line basis, over the term of the related drilling contracts (which we estimate to be benefited from the
contract preparation activity).

From time to time, we may receive fees from our customers for capital improvements to our rigs (either lump-sum or dayrate). We defer such fees
received in “Accrued liabilities” and “Other liabilities” in our Consolidated Balance Sheets and recognize these fees into income on a straight-line basis over
the period of the related drilling contract. We capitalize the costs of such capital improvements and depreciate them over the estimated useful life of the
improvement.

We record reimbursements received for the purchase of supplies, equipment, personnel services and other services provided at the request of our
customers in accordance with a contract or agreement, for the gross amount billed to the customer, as “Revenues related to reimbursable expenses” in our
Consolidated Statements of Operations.

Recent Accounting Pronouncements

In June 2014, the Financial Accounting Standards Board, or FASB, issued Accounting Standards Update, or ASU, No. 2014-12, Compensation—Stock
Compensation (Topic 718), or ASU 2014-12. The new standard amends existing standards to provide specific guidance on how to account for share-based
payment awards that provide for
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the achievement of a performance target after an employee completes the requisite service period (e.g., the employee is eligible to vest in the award regardless
of whether the employee is rendering service on the date the performance target is achieved). ASU 2014-12 is effective for annual and interim periods within
those annual periods beginning after December 15, 2015. Earlier adoption is permitted. We are currently evaluating the provisions of ASU 2014-12 and have
not yet determined its impact on our financial position, results of operations or cash flows.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), or ASU 2014-09. The new standard
supersedes the industry-specific standards that currently exist under GAAP and provides a framework to address revenue recognition issues comprehensively
for all contracts with customers regardless of industry-specific or transaction-specific fact patterns. Under the new guidance, companies recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the company expects to be entitled in
exchange for those goods or services. ASU 2014-09 also provides for additional disclosure requirements. ASU 2014-09 is effective for annual reporting
periods beginning after December 15, 2016, including interim periods within that reporting period and may be adopted using a retrospective or modified
retrospective approach. Early adoption is not permitted. We are currently evaluating the provisions of ASU 2014-09 and have not yet determined its impact on
our financial position, results of operations or cash flows.

2. Supplemental Financial Information
Consolidated Balance Sheets Information

Accounts receivable, net of allowance for bad debts, consists of the following:

June 30, December 31,
2014 2013
(In thousands)
Trade receivables $539,732 $ 473,013
Value added tax receivables 15,462 19,407
Amounts held in escrow 17,052 3,066
Related party receivables 459 587
Other 153 622
572,858 496,695
Allowance for bad debts (27,834) (27,340)
Total $545,024 $ 469,355
Prepaid expenses and other current assets consist of the following:
June 30, December 31,
2014 2013
(In thousands)

Rig spare parts and supplies $ 56,197 $ 52,439
Deferred mobilization costs 51,826 20,274
Prepaid insurance 26,864 12,503
Deferred tax assets 10,222 10,221
Prepaid taxes 44,117 42,058
FOREX contracts 5,600 1,562
Other 6,041 4,940
Total $200,867 $ 143,997
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Accrued liabilities consist of the following:

June 30, December 31,
2014 2013
(In thousands)

Rig operating expenses $117,993 $ 87,307
Payroll and benefits 104,386 121,387
Deferred revenue 72,382 26,975
Accrued capital project/upgrade costs 73,643 86,274
Interest payable 28,750 28,324
Personal injury and other claims 8,042 9,687
FOREX contracts 176 1,143
Other 12,105 9,574
Total $417,477 $ 370,671

Consolidated Statements of Cash Flows Information

Noncash investing activities excluded from the Consolidated Statements of Cash Flows and other supplemental cash flow information is as follows:

Six Months Ended
June 30,
2014 2013
(In thousands)

Accrued but unpaid capital expenditures at period end $73,643 $82,109
Cash interest payments(1) 63,560 41,469
Cash income taxes paid, net of refunds:

U.S. federal — 47,000

Foreign 44,589 42,211

State 149 160

(1) Interest payments, net of amounts capitalized, were $33.3 million and $9.5 million for the six months ended June 30, 2014 and 2013, respectively.

3. Stock-Based Compensation
In March 2014, our Board of Directors adopted our Equity Incentive Compensation Plan, or Equity Plan, which amended and restated our Second
Amended and Restated 2000 Stock Option Plan, or Stock Plan. The Equity Plan was approved by our stockholders in May 2014.
The Equity Plan amended the Stock Plan by, among other things:
* increasing the number of shares of our common stock available for issuance under the Equity Plan from 1,500,000 shares to 7,500,000 shares;

» increasing the annual limit on the number of shares of our common stock with respect to which awards may be granted to any single individual
from 200,000 shares to 500,000 shares;

+  providing performance goals upon which the awards under the Equity Plan may be conditioned; and

»  providing for the grant of other stock-based awards (in addition to options and stock appreciation rights) that may be granted under the Equity
Plan, including awards of restricted stock, restricted stock units, or RSUs, performance shares and units and other stock-based awards.

In March 2014, we awarded 52,581 in targeted performance RSUs, with a volume weighted average price of our common stock preceding the grant
date of $47.52 per share, to our Chief Executive Officer, or CEO, in connection with his commencement of service with us on March 3, 2014, subject to
stockholder approval of the Equity Plan. RSUs are contractual rights to receive shares of our common stock in the future if the applicable vesting conditions
are met. Targeted RSUs will become earned RSUs upon achievement of certain performance goals as set forth in the award certificate. Earned RSUs granted
to our CEO will vest in one-third increments annually, over three years, commencing on the first anniversary of his hire date, with the first year being prorated
for the portion of 2014 during which he was employed.

11
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Because the stock-based compensation awarded to our CEO is a fixed monetary amount at the date of grant (the target value of $3.0 million on a
prorated basis) with variances based on actual achievement of a performance goal, the award is being recorded as a share-based liability. Compensation cost
will be recognized over the requisite service period as specified in the award. In connection with the targeted RSUs granted in March 2014, we recognized
$0.2 million and $0.3 million in compensation expense for the three-month and six-month periods ended June 30, 2014, respectively. As of June 30, 2014, the
targeted performance goal, as set forth in the award certificate, had not been met, but its achievement was deemed probable.

4. Earnings Per Share

A reconciliation of the numerators and the denominators of our basic and diluted per-share computations follows:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands, except per share data)
Net income — basic and diluted numerator $ 89,713 $185,334 $235,523 $361,323
Weighted average shares — basic (denominator): 137,145 139,035 137,803 139,034
Effect of dilutive potential shares
Stock options and stock appreciation rights 4 37 5 43
Weighted average shares including conversions — diluted (denominator) 137,149 139,072 137,808 139,077
Earnings per share:
Basic $ 065 $ 133 $ 171 $ 260
Diluted $ 065 $ 133 $ 171 $ 260

The following table sets forth the share effects of stock options and the number of stock appreciation rights excluded from our computations of diluted
earnings per share, or EPS, as the inclusion of such potentially dilutive shares would have been antidilutive for the periods presented:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)

Employee and director:
Stock options 31 18 32 10
Stock appreciation rights 1,475 863 1,444 854

5. Marketable Securities

We report our investments as current assets in our Consolidated Balance Sheets in “Marketable securities,” representing the investment of cash
available for current operations. See Note 7.

Our investments in marketable securities are classified as available for sale and are summarized as follows:

June 30, 2014

Amortized Unrealized Market
Cost Gain (Loss) Value
(In thousands)
U.S. Treasury Bills and Notes (due within one year) $349,993 $ 1 $349,994
Mortgage-backed securities 155 7 162
Total $350,148 $ 8 $350,156

12
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December 31, 2013
Amortized Unrealized Market
Cost Gain (Loss) Value
(In thousands)
U.S. Treasury Bills and Notes (due within one year) $1,749,879 $ (22) $1,749,857
Mortgage-backed securities 188 8 196
Total $1,750,067 $ (14) $1,750,053

Proceeds from maturities and sales of marketable securities and gross realized gains and losses are summarized as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)
Proceeds from maturities $3,625,000 $1,025,000 $5,800,000 $1,750,000
Proceeds from sales 12 23 33 37

Gross realized gains — — — _
Gross realized losses — — _ _

6. Derivative Financial Instruments
Foreign Currency Forward Exchange Contracts

Our international operations expose us to foreign exchange risk associated with our costs payable in foreign currencies for employee compensation,
foreign income tax payments and purchases from foreign suppliers. We may utilize FOREX contracts to manage our foreign exchange risk. Our FOREX
contracts generally require us to net settle the spread between the contracted foreign currency exchange rate and the spot rate on the contract settlement date,
which, for most of our contracts, is the average spot rate for the contract period.

We enter into FOREX contracts when we believe market conditions are favorable to purchase contracts for future settlement with the expectation that
such contracts, when settled, will reduce our exposure to foreign currency gains and losses on future foreign currency expenditures. The amount and duration
of such contracts are based on our monthly forecast of expenditures in the significant currencies in which we do business and for which there is a financial
market (i.e., Australian dollars, Brazilian reais, British pounds sterling, Mexican pesos and Norwegian kroner). These forward contracts are derivatives as
defined by GAAP.

During the six months ended June 30, 2014 and 2013, we settled FOREX contracts with aggregate notional values of approximately $153.5 million and
$157.0 million, respectively, of which the entire aggregate amounts were designated as a cash flow accounting hedge. During the six-month periods ended
June 30, 2014 and 2013, we did not enter into or settle any FOREX contracts that were not designated as accounting hedges.

The following table presents the aggregate amount of gain recognized in our Consolidated Statements of Operations related to our FOREX contracts
designated as accounting hedges for the three-month and six-month periods ended June 30, 2014 and 2013.

Three Months Ended Six Months Ended
June 30, June 30,
Location of Gain Recognized in Income 2014 2013 2014 2013
(In thousands)
Contract drilling expense $ 4,496 $ 337 $5,007 $2,772

As of June 30, 2014, we had FOREX contracts outstanding in the aggregate notional amount of $167.2 million, consisting of $20.2 million in
Australian dollars, $73.7 million in Brazilian reais, $47.1 million in British pounds sterling, $19.1 million in Mexican pesos and $7.1 million in Norwegian
kroner. These contracts generally settle monthly through March 2015. As of June 30, 2014, all outstanding derivative contracts had been designated as cash
flow hedges. See Note 7.
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We have International Swap Dealers Association, or ISDA, contracts, which are standardized master legal arrangements that establish key terms and
conditions, which govern certain derivative transactions. At June 30, 2014, all of our FOREX contracts were with two counterparties and were governed
under such ISDA contracts. There are no requirements to post collateral under these contracts; however, they do contain credit-risk related contingent
provisions including credit support provisions and the net settlement of amounts owed in the event of early terminations. Additionally, should our credit rating
fall below a specified rating immediately following the merger of Diamond Offshore with another entity, the counterparty may require all outstanding
derivatives under the ISDA contract to be settled immediately at current market value. Our ISDA arrangements also include master netting agreements to
further manage counterparty credit risk associated with our FOREX contracts. We have elected not to offset the fair value amounts recorded for our FOREX
contracts under these agreements in our Consolidated Balance Sheets as of June 30, 2014 and December 31, 2013; however, there would have been no
significant difference in our Consolidated Balance Sheets if the estimated fair values were presented on a net basis for these periods.

The following table presents the fair values of our derivative FOREX contracts designated as hedging instruments at June 30, 2014 and December 31,
2013.

Balance Sheet

Fair Value Location Fair Value
June 30, December 31, June 30, December 31,
Balance Sheet Location 2014 2013 2014 2013
(In thousands) (In thousands)
Prepaid expenses and other current assets $5,600 $ 1,562 Accrued liabilities ~ $ (176) $  (1,143)

The following table presents the amounts recognized in our Consolidated Balance Sheets and Consolidated Statements of Operations related to our
derivative financial instruments designated as cash flow hedges for the three-month and six-month periods ended June 30, 2014 and 2013, respectively.

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)
FOREX contracts:
Amount of gain (loss) recognized in AOCGL on
derivative (effective portion) $ 4,434 $ (10,460) $ 8,802 $ (10,025)
Location of gain (loss) reclassified from AOCGL into Contract Contract Contract Contract
income (effective portion) drilling drilling drilling drilling
expense expense expense expense
Amount of gain (loss) reclassified from AOCGL into
income (effective portion) $ 3,630 $ 389 $ 3,899 $ 2,621
Location of gain (loss) recognized in income on Foreign Foreign Foreign Foreign
derivative (ineffective portion and amount excluded currency currency currency currency
from effectiveness testing) transaction transaction transaction transaction
gain (loss) gain (loss) gain (loss) gain (loss)

Amount of gain (loss) recognized in income on

derivative (ineffective portion and amount excluded

from effectiveness testing) $ — $ (116) $ @)) $ (118)
Treasury lock agreements:
Amount of gain recognized in AOCGL on derivative

(effective portion) — — — —

Location of gain reclassified from AOCGL into income Interest Interest

(effective portion) Expense — Expense —
Amount of gain reclassified from AOCGL into income

(effective portion) $ 2 $ — $ 4 $ —

As of June 30, 2014, the estimated amount of net unrealized gains associated with our FOREX contracts and treasury lock agreements that will be
reclassified to earnings during the next twelve months was $5.4 million and $8,052, respectively. The net unrealized gains associated with these derivative
financial instruments will be reclassified to contract drilling expense and interest expense, respectively. During the three-month and six-month periods ended
June 30, 2014 and 2013, we did not reclassify any amounts from AOCGL due to the probability of an underlying forecasted transaction not occurring.

14



Table of Contents

7. Financial Instruments and Fair Value Disclosures

Financial instruments which potentially subject us to significant concentrations of credit or market risk consist primarily of periodic temporary
investments of excess cash, trade accounts receivable and investments in debt securities, including residential mortgage-backed securities. We generally place
our excess cash investments in U.S. government-backed short-term money market instruments through several financial institutions. At times, such
investments may be in excess of the insurable limit. We periodically evaluate the relative credit standing of these financial institutions as part of our
investment strategy.

Most of our investments in debt securities are U.S. government securities with minimal credit risk. However, we are exposed to market risk due to price
volatility associated with interest rate fluctuations.

Concentrations of credit risk with respect to our trade accounts receivable are limited primarily due to the entities comprising our customer base. Since
the market for our services is the offshore oil and gas industry, this customer base consists primarily of major and independent oil and gas companies and
government-owned oil companies. At June 30, 2014 and December 31, 2013, our largest customer in Brazil, Petréleo Brasileiro S.A. (a Brazilian
multinational energy company that is majority-owned by the Brazilian government), accounted for $122.1 million and $154.5 million, or 24% and 35%,
respectively, of our total consolidated net trade accounts receivable balance.

In general, before working for a customer with whom we have not had a prior business relationship and/or whose financial stability may be uncertain to
us, we perform a credit review on that company. Based on that analysis, we may require that the customer present a letter of credit, prepay or provide other
credit enhancements. We record a provision for bad debts on a case-by-case basis when facts and circumstances indicate that a customer receivable may not
be collectible and, historically, losses on our trade receivables have been infrequent occurrences.

In June 2014, we received $14.7 million from Niko Resources Ltd. pursuant to a settlement agreement entered into at the end of 2013 with respect to
certain unpaid obligations under dayrate contracts. We recognized the entire $14.7 million as revenue in the second quarter of 2014, as revenue had not been
previously recognized. At June 30, 2014, $40.3 million remained outstanding under the settlement agreement, payable at various times through March 2017.

Fair Values

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. The fair value hierarchy
prescribed by GAAP requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value.
There are three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices for identical instruments in active markets. Level 1 assets include short-term investments such as money market funds, U.S.
Treasury Bills and Treasury notes. Our Level 1 assets at June 30, 2014 consisted of cash held in money market funds of $945.1 million, time
deposits of $20.1 million and investments in U.S. Treasury securities of $350.0 million. Our Level 1 assets at December 31, 2013 consisted of
cash held in money market funds of $281.3 million, time deposits of $30.0 million and investments in U.S. Treasury securities of $1,749.9
million.

Level 2 Quoted market prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not active;
and model-derived valuations in which all significant inputs and significant value drivers are observable in active markets. Level 2 assets and
liabilities include residential mortgage-backed securities and over-the-counter FOREX contracts. Our residential mortgage-backed securities
were valued using a model-derived valuation technique based on the quoted closing market prices received from a financial institution. Our
FOREX contracts are valued based on quoted market prices, which are derived from observable inputs including current spot and forward rates,
less the contract rate multiplied by the notional amount. The inputs used in our valuation are obtained from a Bloomberg curve analysis which
uses par coupon swap rates to calculate implied forward rates so that projected floating rate cash flows can be calculated. The valuation
techniques underlying the models are widely accepted in the financial services industry and do not involve significant judgment.
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Level 3 Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are unobservable. Level 3 assets
and liabilities generally include financial instruments whose value is determined using pricing models, discounted cash flow methodologies, or
similar techniques, as well as instruments for which the determination of fair value requires significant management judgment or estimation or
for which there is a lack of transparency as to the inputs used.

Market conditions could cause an instrument to be reclassified among Levels 1, 2 and 3. Our policy regarding fair value measurements of financial
instruments transferred into and out of levels is to reflect the transfers as having occurred at the beginning of the reporting period. There were no transfers
between fair value levels during the six-month periods ended June 30, 2014 and 2013.

Certain of our assets and liabilities are required to be measured at fair value on a recurring basis in accordance with GAAP. In addition, certain assets
and liabilities may be recorded at fair value on a nonrecurring basis. Generally, we record assets at fair value on a nonrecurring basis as a result of impairment
charges. We did not record any impairment charges related to assets measured at fair value on a nonrecurring basis during the three-month and six-month
periods ended June 30, 2014 and 2013.

Assets and liabilities measured at fair value are summarized below:

June 30, 2014
Fair Value Measurements Using Assets at
Level 1 Level 2 Level 3 Fair Value

(In thousands)
Recurring fair value measurements:

Assets:
Short-term investments $1,315,258 $ — $ — $1,315,258
FOREX contracts — 5,600 — 5,600
Mortgage-backed securities — 162 — 162
Total assets $1,315,258 $5,762 $ — $1,321,020
Liabilities:
FOREX contracts $ — $ (176) $ — $ (176)

December 31, 2013

Fair Value Measurements Using Assets at
Level 1 Level 2 Level 3 Fair Value
(In thousands)
Recurring fair value measurements:
Assets:
Short-term investments $2,061,154 $ — $ — $2,061,154
FOREX contracts — 1,562 — 1,562
Mortgage-backed securities — 197 — 197
Total assets $2,061,154 $ 1,759 $ — $2,062,913
Liabilities:
FOREX contracts $ — $(1,143) $ — $ (1,143)

We believe that the carrying amounts of our other financial assets and liabilities (excluding long-term debt), which are not measured at fair value in our
Consolidated Balance Sheets, approximate fair value based on the following assumptions:

*  Cash and cash equivalents — The carrying amounts approximate fair value because of the short maturity of these instruments.
*  Accounts receivable and accounts payable — The carrying amounts approximate fair value based on the nature of the instruments.
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We consider our senior notes, including current maturities, to be Level 2 liabilities under the GAAP fair value hierarchy and, accordingly, the fair value
of our senior notes was derived using a third-party pricing service at June 30, 2014 and December 31, 2013. 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 the review
of pricing service or broker pricing methodologies and comparing fair value estimates to actual trade activity executed in the market for these instruments
occurring generally within a 10-day period of the report date. Fair values and related carrying values of our senior notes are shown below.

June 30, 2014 December 31, 2013
Fair Value Carrying Value Fair Value Carrying Value
(In millions)
5.15% Senior Notes due 2014 $ 252.0 $ 250.0 $ 2574 $ 250.0
4.875% Senior Notes due 2015 261.1 249.9 265.7 249.9
5.875% Senior Notes due 2019 582.3 499.6 578.1 499.6
3.45% Senior Notes due 2023 250.7 249.0 2414 249.0
5.70% Senior Notes due 2039 567.1 496.9 543.1 496.9
4.875% Senior Notes due 2043 757.0 748.8 736.1 748.8

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

8. Drilling and Other Property and Equipment

Cost and accumulated depreciation of drilling and other property and equipment are summarized as follows:

June 30, December 31,
2014 2013
(In thousands)

Drilling rigs and equipment $ 8,649,093 $ 7,412,066

Construction work-in-progress 1,232,313 1,668,211

Land and buildings 66,039 65,627

Office equipment and other 68,232 65,799

Cost 10,015,677 9,211,703
Less: accumulated depreciation (3,959,687) (3,744,476)

Drilling and other property and equipment, net $ 6,055,990 $ 5,467,227

Construction work-in-progress, including capitalized interest, at June 30, 2014 and December 31, 2013 is summarized as follows:

June 30, December 31,
2014 2013
(In thousands)

Ultra-deepwater drillships $ 690,483 $ 868,908
Ultra-deepwater semisubmersible:

Ocean GreatWhite 203,282 195,578

Deepwater semisubmersibles:

Ocean Onyx — 339,129

Ocean Apex 338,548 264,596

Total construction work-in-progress $1,232,313 $1,668,211

In January and February of 2014, the deepwater semisubmersible Ocean Onyx and the ultra-deepwater drillship Ocean BlackHawk, respectively, were
placed in service and are no longer reported as construction work-in-progress at June 30, 2014.
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9. Credit Agreement

We have a syndicated 5-Year Revolving Credit Agreement, or Credit Agreement, with Wells Fargo Bank, National Association, as administrative agent
and swingline lender. Effective March 17, 2014, we entered into a commitment increase agreement and second amendment to the Credit Agreement, which,
among other things, provided for a $250.0 million increase in the aggregate commitment under the revolving credit facility and an approximately six-month
extension of the maturity date with all of the existing lenders. The Credit Agreement provides for a $1.0 billion senior unsecured revolving credit facility for
general corporate purposes, maturing on March 17, 2019. The entire amount of the facility is available, subject to its terms, for revolving loans. Up to $250
million of the facility may be used for the issuance of performance or other standby letters of credit and up to $100 million may be used for swingline loans.

At June 30, 2014, we had no amounts outstanding under the Credit Agreement.

10. Commitments and Contingencies

Various claims have been filed against us 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 accordance with GAAP, of the probability that the resolution of the matter would
ultimately result in a loss. When we determine that an unfavorable resolution of a matter is probable and such amount of loss can be determined, we record a
liability for the amount of the estimated loss at the time that both of these criteria are met. Our management believes that we have recorded adequate accruals
for any liabilities that may reasonably be expected to result from these claims.

Asbestos Litigation. We are one of several unrelated defendants in lawsuits filed in state courts alleging that defendants manufactured, distributed or
utilized drilling mud containing asbestos and, in our case, allowed such drilling mud to have been utilized aboard our offshore drilling rigs. The plaintiffs
seek, among other things, an award of unspecified compensatory and punitive damages. The manufacture and use of asbestos-containing drilling mud had
already ceased before we acquired any of the drilling rigs addressed in these lawsuits. We believe that we are not liable for the damages asserted and we
expect to receive complete defense and indemnity with respect to many of the lawsuits from Murphy Exploration & Production Company pursuant to the
terms of our 1992 asset purchase agreement with them. We also believe that we are not liable for the damages asserted in the remaining lawsuits pursuant to
the terms of our 1989 asset purchase agreement with Diamond M Corporation, and we filed a declaratory judgment action in Texas state court against NuStar
Energy LP, or NuStar, the successor to Diamond M Corporation, seeking a judicial determination that we did not assume liability for these claims. We
obtained summary judgment on our claims in the declaratory judgment action, but NuStar appealed the trial court’s decision, and the appellate court has
remanded the case to trial. We are unable to estimate our potential exposure, if any, to these lawsuits at this time but do not believe that ultimate liability, if
any, resulting from this litigation will have a material effect on our consolidated financial condition, results of operations and cash flows.

Various other claims have been filed against us in the ordinary course of business. In the opinion of our management, no pending or known threatened
claims, actions or proceedings against us are expected to have a material adverse effect on our consolidated financial position, results of operations and cash
flows.

We intend to defend these matters vigorously; however, we cannot predict with certainty the outcome or effect of any litigation matters specifically
described above or any other pending litigation or claims. There can be no assurance as to the ultimate outcome of these lawsuits.

Brazilian Withholding Contingency. Petréleo Brasileiro S.A., or Petrobras has notified us, along with other industry participants, that it is currently
challenging assessments by Brazilian tax authorities of withholding taxes associated with the provision of drilling rigs for its operations in Brazil during the
years 2008 and 2009. Petrobras has also notified us that if Petrobras is ultimately assessed and must pay such withholding taxes, it will seek reimbursement
from us for the portion allocable to our drilling rigs. We dispute any basis for Petrobras to obtain such reimbursement, and we have notified Petrobras of our
position. We will, if necessary, vigorously defend our rights. We are unable to estimate the amount of loss or range of loss, if any, at this time, should
Petrobras ultimately be assessed such taxes and it be determined that Petrobras is entitled to obtain reimbursement from us. If we were required to pay such
reimbursement, however, the amount of such reimbursement could be substantial and could have a material adverse effect on our financial condition, results
of operations and cash flows.

NPI Arrangement. We received customer payments measured by a percentage net profits interest (primarily of 27%) under an overriding royalty
interest in certain developmental oil-and-gas producing properties, or NPI, which we believe is a real property interest. Our drilling program related to the
NPI was completed in 2011, and the balance of the amounts due to us under the NPI was received in 2013. However, the customer who conveyed the NPI to
us filed a voluntary petition for reorganization under Chapter 11 of the Bankruptcy Code in August 2012. Certain parties (including the debtor) in the
bankruptcy proceedings have questioned whether our NPI, and certain
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amounts we received under it since the filing of the bankruptcy, should be included in the debtor’s estate under the bankruptcy proceeding. We filed a
declaratory judgment action in the bankruptcy court seeking a declaration that our NPI, and payments that we received from it since the filing of the
bankruptcy, are not part of the bankruptcy estate. We expect that once discovery is concluded in the bankruptcy court, the federal district court will hold a trial
to determine the nature of our NPI. We will vigorously defend our rights and pursue our interests in this matter.

Personal Injury Claims. Under our current insurance policies that expire on May 1, 2015, our deductibles for marine liability insurance coverage,
including personal injury claims, which primarily result from Jones Act liability in the Gulf of Mexico, are $25.0 million for the first occurrence, with no
aggregate deductible, and vary in amounts ranging between $5.0 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 is a federal law that permits seamen to seek compensation for certain injuries during the course of their employment on a vessel and
governs the liability of vessel operators and marine employers for the work-related injury or death of an employee. We engage outside consultants to assist us
in estimating our aggregate liability for personal injury claims based on our historical losses and utilizing various actuarial models. We allocate a portion of
the aggregate liability to “Accrued liabilities” based on an estimate of claims expected to be paid within the next twelve months with the residual recorded as
“Other liabilities.” At June 30, 2014, our estimated liability for personal injury claims was $36.4 million, of which $7.8 million and $28.6 million were
recorded in “Accrued liabilities” and “Other liabilities,” respectively, in our Consolidated Balance Sheets. At December 31, 2013, our estimated liability for
personal injury claims was $35.5 million, of which $9.5 million and $26.0 million were recorded in “Accrued liabilities” and “Other liabilities,” respectively,
in our Consolidated Balance Sheets. The eventual settlement or adjudication of these claims could differ materially from our estimated amounts due to
uncertainties such as:

. the severity of personal injuries claimed;

. significant changes in the volume of personal injury claims;

. the unpredictability of legal jurisdictions where the claims will ultimately be litigated;
. inconsistent court decisions; and

. the risks and lack of predictability inherent in personal injury litigation.

Purchase Obligations

Ultra-Deepwater Floater Construction. The Ocean GreatWhite, a 10,000 foot dynamically positioned, harsh environment semisubmersible drilling rig,
is under construction in South Korea at an estimated cost of $755 million, including shipyard costs, capital spares, commissioning and shipyard supervision.
The contracted price to Hyundai Heavy Industries Co., Ltd., or Hyundai, totaling $628.5 million is payable in two installments, of which the first installment
of $188.6 million has been paid. The final installment of $439.9 million is due upon delivery of the rig, which is expected to occur in the first quarter of 2016.

Drillship Construction. At June 30, 2014, we had three remaining ultra-deepwater drillships under construction at Hyundai for an estimated aggregate
cost of $1.9 billion, including shipyard costs, commissioning, capital spares and project management costs. The contracted price of each drillship is payable to
Hyundai in two installments, with final payment due on delivery of each drillship. We have paid the first installment for each of our drillships currently under
construction, aggregating $493.2 million. The Ocean BlackHornet, Ocean BlackRhino and Ocean BlackLion are expected to be delivered in the third and
fourth quarters of 2014 and the first quarter of 2015, respectively, at which times approximately $390 million will be payable to Hyundai for each rig.

Ocean Apex Construction. We are obligated under a vessel modification agreement with Jurong Shipyard Pte Ltd., or Jurong, for the construction of the
Ocean Apex, a moored semisubmersible deepwater rig, which is expected to be delivered in the fourth quarter of 2014 at an aggregate cost of approximately
$370.0 million, including shipyard costs, commissioning, capital spares and project management costs. The contracted price due to Jurong is payable in 12
installments based on the occurrence of certain events as detailed in the vessel modification agreement. We have paid the first eight installments, in the
aggregate amount of $87.8 million. The remaining $47.3 million in aggregate milestone payments are payable to Jurong during 2014 as construction
milestones are met.

At June 30, 2014 and December 31, 2013, we had no other purchase obligations for major rig upgrades or any other significant obligations, except for
those related to our direct rig operations, which arise during the normal course of business.

19



Table of Contents

Letters of Credit and Other. We were contingently liable as of June 30, 2014 in the amount of $99.6 million under certain performance, supersedeas and
customs bonds and letters of credit. Agreements relating to approximately $90.0 million of performance, supersedeas and customs bonds can require
collateral at any time. As of June 30, 2014, we had not been required to make any collateral deposits with respect to these agreements. The remaining
agreements cannot require collateral except in events of default. On our behalf, banks have issued letters of credit securing certain of these bonds.

11. Accumulated Other Comprehensive Gain (Loss)
The components of our AOCGL and related changes thereto are as follows:

Unrealized Gain (Loss) on
Derivative

Financial Marketable Total
Instruments Securities AOCGL
(In thousands)
Balance at January 1, 2014 $ 357 $ ) $ 350
Change in other comprehensive gain (loss) before reclassifications, after tax
of $(3,081) and $(16) 5,721 39 5,760
Reclassification adjustments for items included in Net Income, after tax of
$1,366 and $7 (2,537) (26) (2,563)
Balance at June 30, 2014 $ 3,541 $ 6 $ 3,547

The following table presents the line items in our Consolidated Statements of Operations affected by reclassification adjustments out of AOCGL.

Three Months Ended Six Months Ended Consolidated Statements
June 30, June 30, of Operations Line Items
2014 2013 2014 2013
Major Category of AOCGL (In thousands)
Derivative Financial Instruments:
Unrealized (gain) loss on FOREX contracts $ (3,630) $ (389) $(3,899) $(2,621) Contract drilling, excluding depreciation
Unrealized (gain) loss on Treasury Lock Agreements ) — (@) —  Interest expense
1,272 136 1,366 917 Income tax expense

$(2,360) $ (253) $(2,537) $(1,704) Net of tax

Marketable Securities:
Unrealized (gain) loss on marketable securities $ (@9 $ (53) $ (33) $ (150) Other, net
6 4 7 18 Income tax expense
$ (18 $ (49) $ (26) $ (132) Net of tax

12. Segments and Geographic Area Analysis

Although we provide contract drilling services with different types of offshore drilling rigs and also provide such services in many geographic
locations, we have aggregated these operations into one reportable segment based on the similarity of economic characteristics due to the nature of the
revenue earning process as it relates to the offshore drilling industry over the operating lives of our drilling rigs.
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Revenues from contract drilling services by equipment type are listed below:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)
Floaters:
Ultra-Deepwater $182,656 $231,101 $ 388,450 $ 422,458
Deepwater 120,539 184,105 267,098 348,525
Mid-Water 300,902 288,860 586,881 594,081
Total Floaters 604,097 704,066 1,242,429 1,365,064
Jack-ups 45,457 40,832 92,433 79,807
Total contract drilling revenues 649,554 744,898 1,334,862 1,444,871
Revenues related to reimbursable expenses 42,690 13,120 66,806 42,888
Total revenues $692,244 $758,018 $1,401,668 $1,487,759

Geographic Areas

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
June 30, 2014, our actively-marketed drilling rigs were en route to or located offshore 11 countries in addition to the United States. Revenues by geographic
area are presented by attributing revenues to the individual country or areas where the services were performed.

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)
United States $128,639 $ 78,267 $ 243,508 $ 184,027
International:
South America 262,072 300,756 549,996 584,321
Europe/Africa/Mediterranean 104,725 201,249 260,316 245,674
Australia/Asia 134,555 129,285 230,319 373,955
Mexico 62,253 48,461 117,529 99,782
Total revenues $692,244 $758,018 $1,401,668 $1,487,759

13. Income Taxes

Our income tax expense is a function of the mix between our domestic and international pre-tax earnings or losses, as well as the mix of international
tax jurisdictions in which we operate. Certain of our international rigs are owned and operated, directly or indirectly, by one of our wholly owned foreign
subsidiaries. It is our intention to indefinitely reinvest future earnings of this subsidiary to finance foreign activities. Accordingly, we have not made a
provision for U.S. income taxes on such earnings except to the extent that such earnings were immediately subject to U.S. income taxes.

Egypt Tax Jurisdiction. During 2013, we were under audit by the Egyptian tax authorities for the tax years 2006 through 2010. In December 2013, after
receiving notification that the Egyptian government had concluded the income tax audit for the period 2006 to 2008 and proposed a $1.2 billion increase to
taxable income, we accrued an additional $56.9 million of expense for uncertain tax positions in Egypt for all open years. During the first quarter of 2014, we
settled certain disputes for the years 2006 through 2008 with the Egyptian tax authorities, which resulted in an aggregate $17.2 million reduction in tax
expense, comprised of a $23.2 million reversal of uncertain tax positions, partially offset by $6.0 million in current income tax expense. One issue for the
2006 through 2008 period remains open, which we appealed. During the second quarter of 2014, the Appeals Committee in Egypt issued a decision regarding
this open item, with which we disagree. In July 2014, we filed an objection with the Egyptian courts to continue disputing the matter. We are also seeking
assistance from an agency of the U.S. Treasury Department, pursuant to international tax treaties, and continue to believe that our position will, more likely
than not, be sustained. However, if our position is not sustained, tax expense and related penalties would increase by approximately $50 million related to this
issue for the 2006 through 2008 tax years as of June 30, 2014.
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United Kingdom Tax Jurisdiction. The U.K. Finance Act of 2014, or the Finance Act, was enacted in July 2014 with an effective date retroactive to
April 1, 2014. Certain provisions of the Finance Act will limit the amount of tax deductions available with respect to our rigs working in the U.K. under
bareboat charter arrangements, which could significantly increase our income tax expense in the U.K. We are actively reviewing various alternative
arrangements under which our U.K. rigs could operate in order to minimize the impact of this legislative change.

ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with our unaudited consolidated financial statements (including the notes thereto) included
elsewhere in this report and our audited consolidated financial statements and the notes thereto, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and Item 1A, “Risk Factors” included in our Annual Report on Form 10-K for the year ended December 31, 2013.

2 3

References to “Diamond Offshore,” “we,” “us” or “our” mean Diamond Offshore Drilling, Inc., a Delaware corporation, and its subsidiaries.

We are a leader in offshore drilling, providing contract drilling services to the energy industry around the globe with a fleet of 44 offshore drilling rigs,
including five rigs under construction. Our fleet consists of 33 semisubmersibles, two of which are under construction, six jack-ups and five dynamically
positioned drillships, three of which are under construction. As of the date of this report, three of our mid-water semisubmersible drilling rigs are cold
stacked.

The recently completed deepwater floater Ocean Onyx has been working under a one-year contract in the U.S. Gulf of Mexico, or GOM, since mid-
January, and the ultra-deepwater drillship Ocean BlackHawk recently began drilling operations under a five-year contract in the GOM.

During the latter half of 2014, we expect to take delivery of two additional ultra-deepwater drillships, the Ocean BlackHornet and Ocean BlackRhino,
as well as the deepwater floater Ocean Apex. The remaining ultra-deepwater drillship, the Ocean BlackLion, and the harsh environment, ultra-deepwater
semisubmersible Ocean GreatWhite are expected to be delivered in 2015 and 2016, respectively. Of these rigs, the Ocean BlackLion is not yet contracted.

The North Sea enhancement project for the Ocean Patriot was completed late in the second quarter of 2014 and the rig is en route to Hartlepool,
England, where the rig will make final preparations for its three-year contract in the North Sea, which is expected to commence in the fourth quarter of 2014.
The Ocean Confidence is currently undergoing a service-life-extension project in the Canary Islands, which is expected to keep the rig out of drilling service
until early in the second quarter of 2015. We transferred nine months of contracted backlog from the Ocean Confidence to our third newbuild drillship, the
Ocean BlackRhino, which we expect to commence in early 2015 in the GOM.

Market Overview
Floater Markets

Floater markets, in general, continue to weaken, and industry analysts predict that a depressed market will continue at least through 2015.

Ultra-Deepwater Floaters. Newbuild rig deliveries and established rigs coming off contract continue to fuel an oversupply of floaters in both the ultra-
deepwater and deepwater markets. The oversupply of rigs, exacerbated by cutbacks and/or delays in customer drilling programs, has led to fierce competition
for a limited number of jobs, resulting in lower contracted dayrates, the execution of shorter-term contracts and, in some cases, the idling of rigs. There have
been few bidding opportunities during the first half of 2014, and the outlook for the remainder of the year and into 2015 is generally pessimistic. Dayrates
may decline further, as some industry analysts predict that lower rates may be exchanged for utilization of newbuilds and higher specification rigs.

Deepwater Floaters. The market for deepwater floaters has continued to trend downward in tandem with the ultra-deepwater market. Demand in this
market is intermittent, with limited bidding opportunities. As a result, multiple existing units face pockets of idle time in 2014 and 2015, and newbuild rigs
may also have challenges securing work. Dayrates have also declined, compared to prior peak markets, and are projected by industry analysts to continue to
soften in 2014.
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Mid-Water Floaters. Conditions in the mid-water market varies by region. Market analysts predict further decline in contracted dayrates in most
geographic markets. Frontier markets across Southeast Asia and South America, including Colombia, Myanmar, Nicaragua, Peru and Trinidad and Tobago,
remain areas of future, possible market demand. Certain of our rigs are either currently working or contracted for future work in Colombia and Trinidad and
Tobago; however, future opportunities in these areas are not expected to emerge quickly.

Impact of Newbuild Rigs and Other Challenges Facing the Offshore Drilling Industry

Since the beginning of 2014, nine newbuild floaters were ordered, based on industry data, adding to the supply of rigs competing in the offshore
drilling market. As of the date of this report, based on industry data, there are approximately 65 competitive, or non-owner-operated, newbuild floaters on
order, and, in addition, an estimated 29 rigs potentially to be built on behalf of Petréleo Brasileiro S.A., which is currently our largest single customer based
on annual consolidated revenues. Of the competitive rigs, 26 of the 47 newbuilds scheduled for delivery in the second half of 2014 through 2015, including
one of our drillships that we expect to be delivered in 2015, as well as over half of the 11 newbuilds scheduled for delivery in 2016, are not yet contracted for
future work. Six of the seven newbuilds on order with an estimated delivery in 2017 have not yet been contracted. The influx of newbuilds into the market,
combined with established rigs coming off contract in 2014 and 2015, is expected to contribute to the further weakening of the ultra-deepwater and deepwater
floater markets.

In addition, the offshore drilling industry is challenged by growing regulatory demands and more complex customer specifications, which could
disadvantage the marketability of some lower specification rigs. Customer focus on completing existing projects, possible reduction or deferral of new
investment, reallocation of budgets away from offshore projects and particular customer requirements in certain markets could also displace, or reduce,
demand and result in the migration of some ultra-deepwater rigs to work in deepwater and, likewise, some deepwater rigs to compete against mid-water units.

See “— Contract Drilling Backlog” for future commitments of our rigs during 2014 through 2020.

Contract Drilling Backlog

The following table reflects our contract drilling backlog as of July 23, 2014, February 5, 2014 (the date reported in our Annual Report on Form 10-K
for the year ended December 31, 2013), and July 24, 2013 (the date reported in our Quarterly Report on Form 10-Q for the quarter ended June 30, 2013).
Contract drilling backlog 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 and adding one-half of any potential rig performance bonuses. Our calculation also assumes full
utilization of our drilling equipment for the contract period (excluding scheduled shipyard and survey days); however, the amount of actual revenue earned
and the actual periods during which revenues are earned will be different than 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 due to various operating factors
including, but not limited to, weather conditions and unscheduled repairs and maintenance. Contract drilling backlog excludes revenues for mobilization,
demobilization, contract preparation and customer reimbursables. No revenue is generally earned during periods of downtime for regulatory surveys. Changes
in our contract drilling backlog between periods are generally a function of the performance of work on term contracts, as well as the extension or
modification of existing term contracts and the execution of additional contracts.

In the second quarter of 2014, Statoil ASA, or Statoil, terminated its contract for the mid-water semisubmersible Ocean Vanguard. The contract, which
provided for a dayrate of approximately $454,000, was estimated to conclude in accordance with its terms in late February 2015. We dispute Statoil’s basis
for terminating the contract and intend to vigorously defend our rights under the contract. Contract drilling backlog for our mid-water floaters no longer
includes an aggregate of approximately $107.0 million in previously reported backlog for the third quarter of 2014 through 2015, associated with Statoil’s
contract for the Ocean Vanguard.
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July 23, February 5, July 24,
2014 2014 2013
(In thousands)

Contract Drilling Backlog

Floaters:
Ultra-Deepwater (1) $3,751,000 $4,111,000 $4,967,000
Deepwater (2 901,000 794,000 987,000
Mid-Water (3) 1,375,000 1,744,000 2,178,000
Total Floaters 6,027,000 6,649,000 8,132,000
Jack-ups 216,000 180,000 229,000
Total $6,243,000  $6,829,000  $8,361,000

Contract drilling backlog as of July 23, 2014 for our ultra-deepwater floaters includes (i) $545.0 million attributable to our contracted operations
offshore Brazil for the years 2014 to 2015, (ii) $904.0 million attributable to future work for the Ocean BlackHornet, which is under construction, for
the years 2014 to 2020, (iii) $146.0 million attributable to future work for the Ocean BlackRhino, which is under construction, for 2015 and (iv) $641.0
million attributable to future work for the semisubmersible Ocean GreatWhite, which is also under construction, for the years 2016 to 2020.

Contract drilling backlog as of July 23, 2014 for our deepwater floaters includes (i) $275.0 million attributable to our contracted operations offshore
Brazil for the years 2014 to 2016 and (ii) $36.0 million in 2015 attributable to future work for the Ocean Apex, which is under construction.

Contract drilling backlog as of July 23, 2014 for our mid-water floaters includes $237.0 million attributable to our contracted operations offshore Brazil
for the years 2014 to 2015.

The following table reflects the amount of our contract drilling backlog by year as of July 23, 2014.

For the Years Ending December 31,
Total 2014 (1) 2015 2016 2017 - 2020
(In thousands)

Contract Drilling Backlog

Floaters:
Ultra-Deepwater ) $3,751,000 $ 552,000 $1,191,000  $499,000  $1,509,000
Deepwater 3) 901,000 256,000 401,000 208,000 36,000
Mid-Water () 1,375,000 464,000 503,000 218,000 190,000
Total Floaters 6,027,000 1,272,000 2,095,000 925,000 1,735,000
Jack-ups 216,000 75,000 109,000 32,000
Total $6,243,000 $1,347,000 $2,204,000 $957,000 $1,735,000
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@

3

“

Represents a six-month period beginning July 1, 2014.

Contract drilling backlog as of July 23, 2014 for our ultra-deepwater floaters includes (i) $221.0 million and $324.0 million for the years 2014 and
2015, respectively, attributable to our contracted operations offshore Brazil, (ii) $180.0 million and $181.0 million for the years 2015 and 2016,
respectively, and $543.0 million in the aggregate for the years 2017 to 2020, attributable to future work for the Ocean BlackHornet, which is under
construction, (iii) $146.0 million for 2015 attributable to future work for the Ocean BlackRhino, which is under construction, and (iv) $107.0 million
for the year 2016 and $534.0 million in the aggregate for the years 2017 to 2020 attributable to future work for the Ocean GreatWhite, which is also
under construction.

Contract drilling backlog as of July 23, 2014 for our deepwater floaters includes (i) $79.0 million, $134.0 million and $62.0 million for the years 2014
to 2016, respectively, attributable to our contracted operations offshore Brazil and (ii) $36.0 million in 2015 attributable to future work for the Ocean
Apex, which is under construction.

Contract drilling backlog as of July 23, 2014 for our mid-water floaters includes $158.0 million and $79.0 million for the years 2014 and 2015,
respectively, attributable to our contracted operations offshore Brazil.

The following table reflects the percentage of rig days committed by year as of July 23, 2014. The percentage of rig days committed is calculated as the

ratio of total days committed under contracts, as well as scheduled shipyard, survey and mobilization days for all rigs in our fleet, to total available days
(number of rigs multiplied by the number of days in a particular year). Total available days have been calculated based on the expected final commissioning
dates for the Ocean BlackHornet, Ocean Apex, Ocean BlackRhino, Ocean BlackLion and Ocean GreatWhite, all of which are under construction.
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For the Years Ending December 31,

2014 (1) 2015 2016 2017 - 2019
Rig Days Commiitted (2)
Floaters:
Ultra-Deepwater 87% 67% 26% 20%
Deepwater 57% 39% 21% 1%
Mid-Water 58% 28% 12% 4%
All Floaters 66% 42% 18% 9%
Jack-ups 62% 39% 11% —

(1)  Represents a six-month period beginning July 1, 2014.
(@  Asof July 23, 2014, includes approximately 503, 40 and 238 currently known, scheduled shipyard days for rig commissioning, contract preparation,
surveys and extended maintenance projects, as well as rig mobilization days, for the remainder of 2014 and for the years 2015 and 2016, respectively.

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

Regulatory Surveys and Planned Downtime. Our operating income is negatively impacted when we perform certain regulatory inspections, which we
refer to as a 5-year survey, or special survey, that are due every five years for each of our rigs. 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 repair and maintenance costs. Repair and maintenance activities may result from the special survey or may
have been previously planned to take place during this mandatory downtime. The number of rigs undergoing a 5-year survey will vary from year to year, as
well as from quarter to quarter.

In addition, operating income may also be negatively impacted by intermediate surveys, which are performed at interim periods between 5-year
surveys. Intermediate surveys are generally less extensive in duration and scope than a 5-year survey. Although an intermediate survey may require some
downtime for the drilling rig, it normally does not require shipyard time, except for rigs, generally older than 15 years, that are located in the United
Kingdom, or U.K., sector of the North Sea.

During the remainder of 2014, three of our rigs are expected to undergo 5-year surveys. We expect these rigs to be out of service for an estimated 136
days in the aggregate to complete the inspections and any shipyard projects scheduled concurrently with the surveys. We also expect to spend an additional
approximately 342 days during the remainder of 2014 for intermediate surveys, the mobilization of rigs, contract acceptance testing and extended
maintenance projects, including mobilization of the Ocean Patriot to the U.K. and contract preparation work (approximately 90 days) and our service-life-
extension project for the Ocean Confidence (approximately 180 days in 2014), which is expected to be completed early in the second quarter of 2015. We can
provide no assurance as to the exact timing and/or duration of downtime associated with regulatory inspections, planned rig mobilizations and other shipyard
projects. See “ — Contract Drilling Backlog.”

Physical Damage and Marine Liability Insurance. We are self-insured for physical damage to rigs and equipment caused by named windstorms in the
GOM. If a named windstorm in the GOM causes significant damage to our rigs or equipment, it could have a material adverse effect on our financial position,
results of operations and cash flows. Under our current insurance policies that expire on May 1, 2015, we carry physical damage insurance for certain losses,
other than those caused by named windstorms in the GOM, for which our deductible for physical damage is $25.0 million per occurrence. Our policy’s war
risk insurance excludes from coverage certain risks of loss of use of rigs and equipment in connection with nationalization and deprivation. We currently
retain separate insurance coverage for these risks in certain countries in which we operate. Additionally, we may, from time to time, seek to obtain insurance
coverage for such risks in additional countries in which we may operate in the future to the extent such coverage is available. There is no assurance, however,
that we will be able to retain or obtain, as the case may be, adequate levels of such coverage for such events at rates and with deductibles that we consider to
be reasonable, or that we will continue to retain such coverage in the future or obtain such coverage in any particular jurisdiction. We do not typically retain
loss-of-hire insurance policies to cover our rigs.
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In addition, under our current insurance policies that expire on May 1, 2015, we carry marine liability insurance covering certain legal liabilities,
including coverage for certain personal injury claims, with no exclusions for pollution and/or environmental risk. We believe that the policy limit for our
marine liability insurance is within the range that is customary for companies of our size in the offshore drilling industry and is appropriate for our
business. Our deductibles for marine liability coverage, including for personal injury claims, are $25.0 million for the first occurrence and vary in amounts
ranging between $5.0 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, which under the current policy commences on May 1.

Construction and Capital Upgrade Projects. We capitalize interest cost for the construction and upgrade of qualifying assets in accordance with
accounting principles generally accepted in the U.S., or GAAP. The period of interest capitalization covers the duration of the activities required to make the
asset ready for its intended use, and the capitalization period ends when the asset is substantially complete and ready for its intended use. During the first half
of 2014, we ceased capitalization of interest related to the construction of the Ocean Onyx and Ocean BlackHawk as a result of the completion of these
projects, but will continue to capitalize interest during the remainder of 2014 for our remaining three drillships under construction, the Ocean Apex and the
Ocean GreatWhite. Capitalization of interest will continue for these construction projects until such time, after the delivery of each rig, that activities related
to making each respective vessel ready for service are no longer ongoing.

Consequently, we expect our reported interest expense to increase in 2014, compared to the previous year, as a result of fewer projects qualifying for
capitalization of interest in 2014, combined with the impact of additional interest expense associated with fourth quarter of 2013 debt issuances.

U.K. Finance Act. The U.K. Finance Act of 2014, or the Finance Act, was enacted in July 2014 with an effective date retroactive to April 1, 2014.
Certain provisions of the Finance Act will limit the amount of tax deductions available with respect to our rigs working in the U.K. under bareboat charter
arrangements, which could significantly increase our income tax expense in the U.K. We are actively reviewing various alternative arrangements under which
our U.K. rigs could operate in order to minimize the impact of this legislative change.

Impact of Changes in Tax Laws or Their Interpretation or Enforcement. We operate through our various subsidiaries in a number of countries
throughout the world. As a result, we are subject to highly complex tax laws, treaties and regulations in the jurisdictions in which we operate, which may
change and are subject to interpretation. Changes in laws, treaties and regulations and the interpretation or enforcement of such laws, treaties and regulations
may put us at risk for future tax assessments and liabilities which could be substantial and could have a material adverse effect on our financial condition,
results of operations and cash flows.

For example, Petréleo Brasileiro S.A., or Petrobras has notified us, along with other industry participants, that it is currently challenging assessments by
Brazilian tax authorities of withholding taxes associated with the provision of drilling rigs for its operations in Brazil during the years 2008 and
2009. Petrobras has also notified us that if Petrobras is ultimately assessed and must pay such withholding taxes, it will seek reimbursement from us for the
portion allocable to our drilling rigs. We dispute any basis for Petrobras to obtain such reimbursement, and we have notified Petrobras of our position. We
will, if necessary, vigorously defend our rights. We are unable to estimate the amount of loss or range of loss, if any, at this time, should Petrobras ultimately
be assessed such taxes and it be determined that Petrobras is entitled to obtain reimbursement from us. If we were required to pay such reimbursement,
however, the amount of such reimbursement could be substantial and could have a material adverse effect on our financial condition, results of operations and
cash flows. See Note 10 “Commitments and Contingencies” to our Consolidated Financial Statements included in Item 1 of Part I of this report.

Critical Accounting Estimates

Our significant accounting policies are discussed in Note 1 of our notes to unaudited consolidated financial statements included in Item 1 of Part I of
this report and in Note 1 of our notes to audited consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2013. There were no material changes to these policies during the six months ended June 30, 2014.
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Results of Operations

Although we perform contract drilling services with different types of drilling rigs and in many geographic locations, there is a similarity of economic
characteristics among all our divisions and locations, including the nature of services provided and the type of customers for our services. We believe that the
combination of our drilling rigs into one reportable segment is the appropriate aggregation in accordance with applicable accounting standards on segment
reporting. However, for purposes of this discussion and analysis of our results of operations, we provide greater detail with respect to the types of rigs in our
fleet to enhance the reader’s understanding of our financial condition, changes in financial condition and results of operations.

Key performance indicators by equipment type are listed below.

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
REVENUE EARNING DAYS (1)
Floaters:
Ultra-Deepwater 420 672 933 1,198
Deepwater 281 451 624 873
Mid-Water 1,107 1,058 2,136 2,099
Jack-ups 464 469 965 918
UTILIZATION (2)
Floaters:
Ultra-Deepwater 51% 92% 58% 83%
Deepwater 51% 99% 58% 97%
Mid-Water 68% 65% 66% 64%
Jack-ups 74% 74% 77% 72%
AVERAGE DAILY REVENUE ()
Floaters:
Ultra-Deepwater $402,800 $341,800 $394,100 $350,000
Deepwater 418,400 408,600 418,300 399,200
Mid-Water 265,600 271,300 270,700 266,500
Jack-ups 96,700 88,400 94,800 86,800

(1) A revenue earning day is defined as a 24-hour period during which a rig earns a dayrate after commencement of operations and excludes mobilization,

demobilization and contract preparation days.
(2)  Utilization is calculated as the ratio of total revenue-earning days divided by the total calendar days in the period for all of the specified rigs in our fleet

(including cold-stacked rigs).
(3  Average daily revenue is defined as contract drilling revenue for all of the specified rigs in our fleet (excluding revenues for mobilization,

demobilization and contract preparation) per revenue earning day.
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Comparative data relating to our revenues and operating expenses by equipment type are listed below.

CONTRACT DRILLING REVENUE

Floaters:

Ultra-Deepwater

Deepwater

Mid-Water

Total Floaters

Jack-ups
Total Contract Drilling Revenue

Revenues Related to Reimbursable Expenses

CONTRACT DRILLING EXPENSE

Floaters:

Ultra-Deepwater

Deepwater

Mid-Water

Total Floaters

Jack-ups
Other
Total Contract Drilling Expense

Reimbursable Expenses
OPERATING INCOME
Floaters:
Ultra-Deepwater
Deepwater
Mid-Water
Total Floaters
Jack-ups
Other
Reimbursable expenses, net
Depreciation
General and administrative expense
Gain on disposition of assets
Total Operating Income

Other income (expense):
Interest income
Interest expense
Foreign currency transaction gain (loss)
Other, net
Income before income tax expense
Income tax expense
NET INCOME

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
(In thousands)

$ 182,656 $231,101 $ 388,450 $ 422,458
120,539 184,105 267,098 348,525
300,902 288,860 586,881 594,081
604,097 704,066 1,242,429 1,365,064
45,457 40,832 92,433 79,807
$ 649,554 $744,898 $1,334,862 $1,444,871
$ 42,690 $ 13,120 $ 66,806 $ 42,888
$ 122,327 $128,147 $ 245,857 $ 263,923
81,641 60,126 153,590 116,562
148,931 139,252 282,977 282,899
352,899 327,525 682,424 663,384
29,851 27,377 57,880 57,044
12,626 14,134 24,862 23,702
$ 395,376 $369,036 $ 765,166 $ 744,130
$ 42,290 $ 12,805 $ 65956 $ 42,094
$ 60,329 $102,954 $ 142,593 $ 158,535
38,898 123,979 113,508 231,963
151,971 149,608 303,904 311,182
251,198 376,541 560,005 701,680
15,606 13,455 34,553 22,763
(12,626) (14,134) (24,862) (23,702)
400 315 850 794
(108,906) (97,143) (215,917) (193,964)
(20,478) (16,435) (43,305) (33,250)
8,572 260 8,719 2,264
$ 133,766 $262,859 $ 320,043 $ 476,585
150 271 558 888
(18,523) (7,951) (36,678) (16,020)
(2,971) 448 (4,149) 607
181 674 508 420
112,603 256,301 280,282 462,480
(22,890) (70,967) (44,759) (101,157)
$ 89,713 $185,334 $ 235,523 $ 361,323
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The following is a summary as of the date of this report of the most significant transfers of our rigs during 2014 and 2013 between the geographic areas
in which we operate:

Rig Rig Type Relocation Details Date
Floaters:
Ocean Confidence Ultra-Deepwater Congo to Angola January 2013
Ocean Confidence Ultra-Deepwater Angola to Cameroon February 2014
Ocean Endeavor Ultra-Deepwater Egypt to Romania February 2014
Ocean BlackHawk Ultra-Deepwater South Korea to GOM (initial mobilization) February 2014
Ocean Confidence Ultra-Deepwater Cameroon to Canary Islands (life-extension project) April 2014
Ocean Clipper Ultra-Deepwater Brazil to Colombia June 2014
Ocean America Deepwater Australia to Singapore (shipyard survey) July 2013
Ocean Valiant Deepwater Cameroon to Canary Islands (shipyard survey) October 2013
Ocean America Deepwater Singapore to Australia November 2013
Ocean Onyx Deepwater Placed in service (GOM) January 2014
Ocean Lexington Mid-Water Brazil to Trinidad March 2013
Ocean Patriot Mid-Water Vietnam to Philippines May 2013
Ocean Saratoga Mid-Water GOM to Nicaragua August 2013
Ocean Quest Mid-Water Brazil to Malaysia November 2013
Ocean Patriot Mid-Water Philippines to Singapore (shipyard upgrade) November 2013
Ocean Saratoga Mid-Water Nicaragua to GOM December 2013
Ocean General Mid-Water Vietnam to Indonesia March 2014
Ocean Patriot Mid-Water Singapore to U.K. June 2014
Ocean Vanguard Mid-Water Norway to U.K. June 2014
Jack-ups:
Ocean Titan Jack-up Mexico to GOM June 2014
Ocean Spartan Jack-up Sold June 2014
Overview

Three Months Ended June 30, 2014 and 2013

Operating Income. Operating income decreased $129.1 million, or 49%, during the second quarter of 2014, compared to the same period of 2013,
primarily due to a $95.3 million, or 13%, reduction in contract drilling revenue combined with the negative effect of higher contract drilling costs ($26.3
million), depreciation ($11.8 million) and general and administrative expense ($4.0 million). Depreciation expense increased during the current year quarter
primarily due to a higher depreciable asset base in 2014, compared to 2013, that includes the Ocean Onyx and Ocean BlackHawk, which were placed in
service during the first quarter of 2014. General and administrative expense for the second quarter of 2014 reflects higher compensation and professional
services costs than those incurred during the second quarter of 2013. These unfavorable results were partially offset by an $8.8 million net gain on the sale of
the previously held for sale jack-up rig Ocean Spartan during the second quarter of 2014.

Contract drilling revenue for our ultra-deepwater and deepwater fleets decreased $112.0 million during the second quarter of 2014, compared to the
same quarter of 2013, primarily as a result of an aggregate of 422 fewer revenue earning days while, comparing the same periods, revenue earned by our mid-
water floaters and jack-up rigs increased an aggregate $16.7 million. These results include $14.7 million in revenue recognized during the second quarter of
2014 pursuant to a settlement agreement executed with Niko Resources Ltd., or Niko, in late 2013 with respect to certain obligations under previously
terminated dayrate contracts for the Ocean Monarch and Ocean Lexington.

Contract drilling expense for our rig fleet increased by an aggregate of $26.3 million during the second quarter of 2014, compared to the same quarter
of the prior year, primarily as a result of increased costs for rig repairs and maintenance ($11.0 million), rig mobilizations ($8.8 million) and regulatory

inspections ($5.7 million).

Interest Expense. Interest expense increased $10.6 million during the second quarter of 2014, compared to the same period in 2013, primarily due to
incremental interest expense of $11.5 million related to $1.0 billion in senior unsecured notes that we issued in November 2013, combined with a decrease in
capitalized interest of $2.1 million due to the completed construction of the Ocean BlackHawk and Ocean Onyx in 2014. The increase in interest expense was
partially offset by the absence of $3.6 million of interest expense recognized in the prior year quarter associated with changes in uncertain tax positions in the
Mexico tax jurisdiction.
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Income Tax Expense. Our effective tax rate for the three months ended June 30, 2014 was 20.3%, compared to a 27.7% effective tax rate for the three
months ended June 30, 2013. The effective tax rate in the 2014 period was lower compared to the same period in 2013 primarily due to the mix of our
domestic and international pre-tax earnings and losses. The 2013 period also included an aggregate $9.1 million of income tax expense to close several prior
tax years in Mexico.

Six Months Ended June 30, 2014 and 2013

Operating Income. Operating income decreased $156.5 million, or 33%, during the first six months of 2014, compared to the same period of 2013,
primarily due to a $110.0 million, or 8%, reduction in contract drilling revenue combined with increases in contract drilling expense ($21.0 million),
depreciation expense ($22.0 million), and general and administrative expense ($10.1 million). Depreciation expense increased during the current year period
primarily due to a higher depreciable asset base in 2014, compared to 2013. Higher compensation costs and professional fees contributed to the increase in
general and administrative expense for the first half of 2014. The decline in operating income during the first six months of 2014 was partially offset by $6.5
million in incremental gains recognized on the sale of assets, including $8.8 million related to the sale of the Ocean Spartan in June 2014.

Contract drilling revenue for our floater fleet decreased by an aggregate of $122.6 million during the first half of 2014, compared to the same period of
2013, primarily as a result of an aggregate of 477 fewer revenue earning days ($151.8 million) and lower mobilization and contract preparation fees ($16.9
million). The decline in contract drilling revenue was partially offset by higher average daily revenue earned by our floater rigs in the aggregate ($31.4
million) and $14.7 million in revenue recognized during the first half of 2014 pursuant to the Niko settlement agreement. In contrast, contract drilling revenue
earned by our jack-up rigs increased by an aggregate of $12.6 million during the first six months of 2014, compared to the prior year period, attributable to a
47-day increase in revenue earning days combined with higher average daily revenue earned during the current year period.

Contract drilling expense for our rig fleet increased by an aggregate of $21.0 million during the first six months of 2014, compared to the same period
of the prior year, primarily as a result of higher costs associated with labor and personnel ($4.5 million), rig repair and maintenance ($7.6 million), rig
mobilization ($4.6 million), inspections ($2.7 million) and overhead ($9.9 million), partially offset by lower freight costs ($5.5 million) and agency fees ($4.7
million).

Interest Expense. Interest expense increased $20.7 million during the six-month period ended June 30, 2014, compared to the same period in 2013,
primarily due to incremental interest expense of $22.8 million related to our November 2013 debt issuance, combined with a decrease in capitalized interest
of $1.8 million as a result of rig construction projects completed in 2014. The increase in interest expense was partially offset by the absence of $3.4 million
of interest expense recognized in the prior year period associated with changes in uncertain tax positions in the Mexico tax jurisdiction.

Income Tax Expense. Our effective tax rate for the six months ended June 30, 2014 was 16.0%, compared to a 21.9% effective tax rate for the six
months ended June 30, 2013. The effective tax rate in the 2014 period was lower than in the same period of 2013 primarily due to the mix of our domestic
and international pre-tax earnings and losses. The 2014 period also included the settlement of certain disputes in Egypt for the years 2006 through 2008,
resulting in an aggregate $17.2 million reduction in tax expense. During the 2013 period we recognized the impact of The American Taxpayer Relief Act of
2012, which reduced 2013 income tax expense by $27.5 million. This favorable 2013 impact was partially offset by an aggregate $9.1 million increase in
income tax expense to close several prior tax years in Mexico.

Contract Drilling Revenue and Expense by Equipment Type
Three Months Ended June 30, 2014 and 2013

Ultra-Deepwater Floaters. Revenue generated by our ultra-deepwater floaters decreased $48.4 million in the second quarter of 2014, compared to the
prior year quarter, as a result of 252 fewer revenue earning days ($86.3 million), partially offset by the favorable effect of higher average daily revenue earned
($25.6 million) and $11.2 million in revenue recognized during the current year quarter under the settlement agreement with Niko. The reduction in revenue
earning days in the second quarter of 2014, compared to the second quarter of 2013, was primarily due to downtime associated with planned shipyard projects
and inspections (176 incremental days),
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mobilization of rigs (49 incremental days) and unplanned downtime between contracts (63 incremental days), partially offset by less downtime for
unscheduled repairs (36 fewer days). Average daily revenue increased primarily due to a contract extension for the Ocean Rover, effective at the end of the
first quarter of 2014, at a significantly higher dayrate than previously earned.

Contract drilling expense for our ultra-deepwater floaters decreased $5.8 million during the second quarter of 2014, compared to the same quarter of
2013, reflecting lower costs incurred for labor and benefits ($15.5 million) and the mobilization of rigs ($3.9 million), partially offset by incremental
operating costs for our new drillship, the Ocean BlackHawk ($6.4 million), and increased costs for rig repairs and maintenance ($5.1 million) and inspections
($3.1 million). Reductions in personnel costs in the second quarter of 2014 relate primarily to a change in staffing requirements for three of our ultra-
deepwater floaters that were in a shipyard during the 2014 period for extensive projects.

Deepwater Floaters. Revenue generated by our deepwater floaters decreased $63.6 million in the second quarter of 2014, compared to the same quarter
in 2013, primarily due to 170 fewer revenue earning days ($69.4 million) in the current year quarter, partially offset by higher average daily revenue earned
($2.8 million) and recognition of $3.0 million in deferred revenue associated with rig mobilizations and capital upgrades. The reduction in revenue earning
days was the result of incremental unplanned downtime for the warm stacking of rigs between contracts (182 additional days) and scheduled downtime for
surveys (81 additional days), partially offset by 91 revenue earning days for the Ocean Onyx, which was placed in service in January 2014.

Contract drilling expense incurred by our deepwater floaters increased $21.5 million during the second quarter of 2014, compared to the same quarter
of 2013, primarily related to the inclusion of operating costs for the Ocean Onyx ($7.9 million) and incremental costs for the Ocean Alliance, primarily
associated with its 5-year survey in 2014 ($14.4 million).

Mid-Water Floaters. Revenue generated by our mid-water floaters increased $12.0 million in the second quarter of 2014, compared to the same quarter
in 2013, primarily due to 49 incremental revenue earning days ($13.4 million), recognition of $3.6 million in revenue under the settlement agreement with
Niko, and higher mobilization and contract preparation revenue ($1.4 million) in the second quarter of 2014. The increase in revenue earning days during the
second quarter of 2014 reflected reduced downtime for planned shipyard inspections and projects (133 fewer days) and unplanned downtime between
contracts (57 fewer days), partially offset by planned downtime for the Ocean Patriot’s North Sea enhancement project (91 incremental days) and unexpected
downtime for the Ocean Vanguard as a result of the early termination of its contract offshore Norway (53 days). Comparing the two quarters, average daily
revenue earned decreased in the second quarter of 2014 ($6.3 million), as most of our mid-water fleet, excluding our North Sea rigs, are currently working at
lower dayrates than those previously earned in 2013.

Contract drilling expense for our mid-water fleet increased by an aggregate of $9.7 million in the second quarter of 2014, compared to the prior year
quarter. Excluding the Ocean Patriot, which was out of service for the entire second quarter of 2014, contract drilling expense increased, compared to the
prior year quarter, due to higher labor and personnel-related costs ($9.5 million) and increased mobilization costs ($7.0 million). Contract drilling expense for
the Ocean Patriot decreased $6.6 million in the second quarter of 2014 due to reduced operating costs while in the shipyard.

Jack-ups. Contract drilling revenue and expense for our jack-up fleet increased $4.6 million and $2.5 million, respectively, during the second quarter of
2014, compared to the prior year quarter. The increase in revenue was primarily due to higher average daily revenue earned ($3.9 million) due to several of
our jack-up rigs currently operating at higher dayrates than those earned during the prior year quarter.

Six Months Ended June 30, 2014 and 2013

Ultra-Deepwater Floaters. Revenue generated by our ultra-deepwater floaters decreased $34.0 million in the first six months of 2014, compared to the
prior year period, as a result of 265 fewer revenue earning days ($92.9 million), partially offset by the favorable effects of higher average daily revenue
earned ($41.1 million) combined with the recognition of $11.2 million in revenue under the settlement agreement with Niko during the current year period.
The reduction in revenue earning days in the first half of 2014, compared to the prior year period, was primarily due to incremental downtime for planned
inspections and shipyard projects (173 additional days), including the Ocean Confidence life-extension project, non-revenue earning days between contracts
(153 additional days) and rig mobilizations (73 additional days), partially offset by less unscheduled downtime for repairs (116 fewer days) and 17 revenue
earning days for the Ocean BlackHawk, which was placed in service in the first quarter
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of 2014. Average daily revenue increased primarily due to significantly higher dayrates earned by the Ocean Confidence offshore Cameroon throughout the
first quarter of 2014 and the Ocean Rover under a contract extension beginning in March 2014, compared to dayrates previously earned by these rigs in the
first half of 2013.

Contract drilling expense for our ultra-deepwater floaters decreased $18.1 million during the first half of 2014, compared to the same period of 2013,
reflecting lower costs incurred for labor and benefits ($17.5 million), the mobilization of rigs ($7.6 million), agency fees ($2.8 million) and freight ($2.0
million), partially offset by incremental operating costs for our new drillship, the Ocean BlackHawk ($7.5 million), and higher shorebase and overhead costs
($5.2 million). Reductions in personnel costs in the first half of 2014 relate primarily to a change in staffing requirements for three of our ultra-deepwater
floaters that were in a shipyard during the 2014 period for extensive projects.

Deepwater Floaters. Revenue generated by our deepwater floaters decreased $81.4 million in the first half of 2014, compared to the same period in
2013, primarily due to 249 fewer revenue earning days ($99.5 million) in the current year period, partially offset by higher average daily revenue earned
($11.9 million) and recognition of $6.1 million in mobilization and contract preparation revenue. The reduction in revenue earning days was the result of
incremental downtime for planned surveys and shipyard projects (146 additional days) combined with unplanned downtime associated with the warm
stacking of rigs between contracts (265 additional days), partially offset by 152 revenue earning days for the Ocean Onyx. The increase in average daily
revenue earned was primarily attributable to the Ocean America, which began work under a new contract in December 2013 at a significantly higher dayrate
than previously earned.

Contract drilling expense incurred by our deepwater floaters increased $37.0 million during the first six months of 2014, compared to the same period
of 2013, primarily due to incremental operating costs for the Ocean Onyx ($15.5 million) and incremental contract drilling expense for the Ocean Alliance,
primarily associated with its five-year survey ($19.8 million).

Mid-Water Floaters. Revenue generated by our mid-water floaters decreased $7.2 million during the first six months of 2014, compared to the same
period in 2013, while contract drilling expense remained relatively unchanged. The decrease in revenue during the first six months of 2014 was primarily
attributable to lower mobilization and contract preparation revenue earned ($29.6 million), partially offset by the favorable effects of 37 incremental revenue
earning days ($9.8 million), higher average daily revenue earned ($9.1 million) and recognition of $3.6 million in revenue under the settlement agreement
with Niko. The increase in revenue earning days during the current year period reflects the net impact of fewer downtime days for planned repairs, regulatory
inspections and rig mobilizations (230 fewer days), partially offset by an increase in downtime associated with the North Sea enhancement project for the
Ocean Patriot (165 additional days) and incremental unplanned downtime (28 days). The increase in average daily revenue earned during the current year
period resulted primarily from the Ocean Guardian and Ocean Vanguard operating at higher contracted dayrates during the first half of 2014, compared to the
prior year period.

Jack-ups. Contract drilling revenue and expense for our jack-up fleet increased $12.6 million and $1.0 million, respectively, during the first six months
of 2014, compared to the prior year period. The increase in revenue was primarily due to $12.9 million in contract drilling revenue earned by the Ocean King,
which had been warm stacked in Montenegro, Italy, and did not begin operating in the GOM until the second quarter of 2013. The increase in contract drilling
expense during the first six months of 2014, compared to the same period in 2013, primarily resulted from higher labor and personnel-related costs ($3.9
million) and incremental costs of regulatory inspections ($1.6 million), partially offset by the absence of costs associated with the 2013 mobilization of the
Ocean King to the GOM ($4.5 million).

Liquidity and Capital Resources

We have historically relied principally on our cash flows from operations and cash reserves to meet liquidity needs and fund our cash requirements. In
addition, we currently have available a $1.0 billion credit facility to meet our short-term and long-term liquidity needs. See “ — Credit Agreement.” As of
July 23, 2014, our contract drilling backlog was $6.2 billion, of which $1.3 billion is expected to be realized in the last half of 2014.
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At June 30, 2014 and December 31, 2013, we had cash available for current operations as follows:

June 30, December 31,
2014 2013
(In thousands)
Cash and equivalents $ 980,817 $ 347,011
Marketable securities 350,156 1,750,053
Total cash available for current operations $1,330,973 $2,097,064

A substantial portion of our cash flows has been, and is expected to continue to be, invested in the enhancement of our drilling fleet. We determine the
amount of cash required to meet our capital commitments by evaluating our rig construction obligations, the need to upgrade rigs to meet specific customer
requirements and our ongoing rig equipment enhancement/replacement programs.

Certain of our international rigs are owned and operated, directly or indirectly, by Diamond Offshore International Limited, or DOIL, and, as a result of
our intention to indefinitely reinvest the earnings of DOIL to finance our foreign activities, we do not expect such earnings to be available for distribution to
our stockholders or to finance our domestic activities. We expect to utilize the operating cash flows generated by and cash reserves of DOIL and the operating
cash flows available to and cash reserves of Diamond Offshore Drilling, Inc. to meet each entity’s respective working capital requirements and capital
commitments. However, in light of the significant cash requirements of our capital expansion program in 2014 and 2015, we may also make use of our credit
facility to finance our capital expenditures, working capital requirements and/or to maintain a certain level of operating cash reserves. In addition, we will
make periodic assessments of our capital spending programs based on industry conditions and make adjustments thereto if required. See “ — Cash Flow,
Capital Expenditures and Contractual Obligations — Contractual Cash Obligations — Rig Construction” and “—Credit Agreement.”

We pay dividends at the discretion of our Board of Directors, or Board, and, in recent years, we have a history of paying both regular quarterly and
special cash dividends. During the six-month period ended June 30, 2014, we paid regular and special cash dividends totaling $34.5 million and $209.9
million, respectively. During the six-month period ended June 30, 2013, we paid regular and special cash dividends totaling $34.8 million and $210.8 million,
respectively. Our Board has adopted a policy to consider paying special cash dividends, in amounts to be determined, on a quarterly basis. Our Board may, in
subsequent quarters, consider paying additional special cash dividends, in amounts to be determined. Any determination to declare a special cash dividend, as
well as the amount of any special cash dividend which may be declared, will be based on our financial position, earnings, earnings outlook, capital spending
plans and other factors that our Board considers relevant at that time.

On July 23, 2014, we declared a regular cash dividend and a special cash dividend of $0.125 and $0.75, respectively, per share of our common stock.
Both the quarterly and special cash dividends are payable on September 2, 2014 to stockholders of record on August 6, 2014.

Depending on market and other conditions, we may, from time to time, purchase shares of our common stock in the open market or otherwise. During
the six-month period ended June 30, 2014, we purchased 1,895,561 shares of our common stock at an aggregate cost of $87.8 million. See Item 2,
“Unregistered Sales of Equity Securities and Use of Proceeds” in Part II of this report. We did not purchase any shares of our outstanding common stock
during the six-month period ended June 30, 2013. In addition, Loews Corporation, or Loews, has informed us that, depending on market and other conditions,
it may, from time to time, purchase shares of our common stock in the open market or otherwise. Loews did not purchase any shares of our outstanding
common stock during the six-month periods ended June 30, 2014 or 2013.

During the six-month period ended June 30, 2014, our primary source of cash was an aggregate $367.3 million generated from operating activities, $1.4
billion in proceeds, primarily from the maturity of marketable securities, net of purchases, and $16.5 million from the disposition of assets, primarily from the
sale of the Ocean Spartan in June 2014. Our primary uses of cash during the same period were $817.4 million towards the construction of new rigs and our
ongoing rig equipment enhancement/replacement program, $244.4 million for the payment of dividends and $87.8 million for the repurchase of shares.

During the six-month period ended June 30, 2013, our primary source of cash was an aggregate $520.1 million generated from operating activities and
$300.3 million in proceeds, primarily from the maturity of marketable securities, net of purchases. Our primary uses of cash during the same period were
$542.9 million towards the construction of new rigs and our ongoing rig equipment enhancement/replacement program and $245.6 million for the payment of
dividends.
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We may, from time to time, issue debt or equity securities, or a combination thereof, to finance capital expenditures, the acquisition of assets and
businesses or for general corporate purposes. Our ability to access the capital markets by issuing debt or equity securities will be dependent on our results of
operations, our current financial condition, current market conditions and other factors beyond our control.

Cash Flow, Capital Expenditures and Contractual Obligations

Our cash flow from operations and capital expenditures for the six-month periods ended June 30, 2014 and 2013 were as follows:

Six Months Ended
June 30,
2014 2013
(In thousands)

Cash flow from operations $367,327 $520,122
Cash capital expenditures:

Drillship construction $465,103 $ 55,139

Construction of deepwater floaters 94,307 219,020

Construction of ultra-deepwater floater 7,703 189,475

Ocean Patriot enhancement project 66,239 7,033

Rig equipment and replacement programs 184,023 72,256

Total capital expenditures $817,375 $542,923

Cash Flow

Cash flow from operations decreased approximately $152.8 million during the first six months of 2014, compared to the first six months of 2013,
primarily due to lower cash receipts from contract drilling services ($97.9 million) and an increase in cash payments for contract drilling expenses ($99.5
million), primarily for expenditures associated with rig mobilizations and contract preparation work, partially offset by lower cash income taxes paid, net of
refunds ($44.6 million).

Capital Expenditures

As of the date of this report, we expect our capital spending for 2014 to aggregate approximately $2.0 billion, of which approximately $1.5 billion and
$135.0 million will be spent on our rig construction projects and a service-life-extension project for the Ocean Confidence, respectively. During the first six
months of 2014, we incurred $689.5 million in project-related expenditures, including accrued expenditures. See “ — Contractual Cash Obligations — Rig
Construction.” Our 2014 capital spending program also includes an estimated $282.0 million for our ongoing capital maintenance and replacement programs
of which $115.2 million had been incurred as of June 30, 2014.

Contractual Cash Obligations—Rig Construction

As of the date of this report, we have five ongoing rig construction/enhancement projects at three shipyards to which we are financially obligated. Four
rigs are being constructed in South Korea and one project is underway in Singapore. See Note 10 “Commitments and Contingencies” to our Consolidated
Financial Statements included in Item 1 of Part I of this report for further discussion of these projects.
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The following is a summary of our construction projects as of June 30, 2014, including estimated expenditures to be made during the remaining six
months of 2014:

Actual Inception-to-Date

Last Six
Total Months of
Expected Project Project Capitalized 2014 (4)
Project Delivery (1) Cost (2) Expenditures (3) Interest (5)
(In millions)
New Rig Construction:
Drillships:
Ocean BlackHornet Q32014 $ 635 $ 222 $ 31 $ 415
Ocean BlackRhino Q42014 645 209 31 437
Ocean BlackLion Q1 2015 655 177 21 24
1,935 608 83 876
Ultra-Deepwater Floater:
Ocean GreatWhite Q1 2016 755 192 11 6
Deepwater Floater:
Ocean Apex Q42014 370 324 15 54
$3,060 $ 1,124 $ 109 $ 936

(1) Represents expected delivery date of vessel from shipyard and does not include additional non-operating days for commissioning, contract preparation
and mobilization to initial area of operation, which will occur prior to the rig being placed in service.

(2)  Total project costs include contractual payments for shipyard construction, commissioning, capital spares and project management costs; amount does
not include capitalized interest.

(3)  Represents total project expenditures from inception of project to June 30, 2014, excluding project-to-date capitalized interest.

(4)  Estimated expenditures for the remaining six months of 2014, including construction milestone payments, are based on current expected delivery dates
for the rigs under construction, and exclude expected capitalized interest costs.

(5)  Construction milestone payments expected to be paid in the remainder of 2014 include:

*  $47.3 million payable to Jurong Shipyard Pte Ltd. in connection with the construction of the Ocean Apex; and
» approximately $390 million payable to Hyundai Heavy Industries Co., Ltd. for each rig upon delivery of the Ocean BlackHornet and Ocean
BlackRhino in the third and fourth quarters of 2014, respectively.

We had no other purchase obligations for major rig upgrades or any other significant obligations at June 30, 2014, except for those related to our direct
rig operations, which arise during the normal course of business.

Contractual Cash Obligations—Retirement of Senior Notes

Our 5.15% Senior Notes due September 1, 2014, or 5.15% Senior Notes, in the aggregate principal amount of $250.0 million, will mature on
September 1, 2014.

Other Obligations

As of June 30, 2014, we had foreign currency forward exchange, or FOREX, contracts outstanding in the aggregate notional amount of $167.2 million.
See further information regarding these contracts in “Quantitative and Qualitative Disclosures About Market Risk — Foreign Exchange Risk” in Item 3 of Part
I of this report and Note 6 “Derivative Financial Instruments” to our Consolidated Financial Statements in Item 1 of Part I of this report.

As of June 30, 2014, the total unrecognized tax benefits related to uncertain tax positions was $70.9 million. In addition, we have recorded a liability, as
of June 30, 2014, for potential penalties and interest of $47.6 million and $14.1 million, respectively. Due to the high degree of uncertainty regarding the
timing of future cash outflows associated with the liabilities recognized in these balances, we are unable to make reasonably reliable estimates of the period of
cash settlement with the respective taxing authorities.
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Credit Agreement

We have a syndicated 5-Year Revolving Credit Agreement, or Credit Agreement, that provides for a $1.0 billion senior unsecured revolving credit
facility, for general corporate purposes, maturing on March 17, 2019. The entire amount of the facility is available, subject to its terms, for revolving loans.
Up to $250 million of the facility may be used for the issuance of performance or other standby letters of credit and up to $100 million may be used for
swingline loans. As of June 30, 2014, there were no loans or letters of credit outstanding under the Credit Agreement. See Note 9 “Credit Agreement” to our
Consolidated Financial Statements in Item 1 of Part I of this report.

Credit Ratings

Our current credit rating is A3 for Moody’s Investors Services and A for Standard & Poor’s. Although our long-term ratings continue at investment
grade levels, lower ratings could result in higher interest rates on future debt issuances.

Other Commercial Commitments—Letters of Credit

We were contingently liable as of June 30, 2014 in the amount of $99.6 million under certain performance, supersedeas and customs bonds and letters
of credit. Agreements relating to approximately $90.0 million of performance, supersedeas and customs bonds can require collateral at any time. As of
June 30, 2014, we had not been required to make any collateral deposits with respect to these agreements. The remaining agreements cannot require collateral
except in events of default. Banks have issued letters of credit on our behalf securing certain of these bonds. The table below provides a list of these
obligations in U.S. dollar equivalents and their time to expiration.

For the Years Ending December 31,

Total 2014 2015 Thereafter
(In thousands)
Other Commercial Commitments
Customs bonds $ 1,518 $ 1,291 $ 227 $ —
Performance bonds 88,131 3,686 22,674 61,771
Other 9,955 9,319 636 —
Total obligations $99,604 $14,296 $23,537 $ 61,771

Off-Balance Sheet Arrangements

At June 30, 2014 and December 31, 2013, we had no off-balance sheet debt or other arrangements.

Recent Accounting Pronouncements

See Note 1 “General Information” to our Consolidated Financial Statements in Item 1 of Part I of this report for a discussion of recently issued
accounting pronouncements.

Forward-Looking Statements

We or our representatives may, from time to time, either in this report, in periodic press releases or otherwise, make or incorporate by reference certain
written or oral statements that are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, or the
Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or 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, without limitation, any statement that may project,
indicate or imply future results, events, performance or achievements, 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 taken by or against us, which may be provided by management, are also forward-
looking statements as so defined. Statements made by us in this report that contain forward-looking statements include, but are not limited to, information
concerning our possible or assumed future results of operations and statements about the following subjects:

» « ” «

» market conditions and the effect of such conditions on our future results of operations;
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sources and uses of and requirements for financial resources;

interest rate and foreign exchange risk;

contractual obligations;

operations outside the United States;

effects of the Macondo well blowout;

business strategy;

growth opportunities;

competitive position;

expected financial position;

cash flows and contract backlog;

regular or special dividends;

financing plans;

market outlook;

tax planning;

debt levels and the impact of changes in the credit markets and credit ratings for our debt;
budgets for capital and other expenditures;

timing and duration of required regulatory inspections for our drilling rigs;

timing and cost of completion of rig upgrades, construction projects and other capital projects;
delivery dates and drilling contracts related to rig conversion or upgrade projects, construction projects, other capital projects or rig acquisitions;
plans and objectives of management;

idling drilling rigs or reactivating stacked rigs;

assets held for sale;

asset impairment evaluations;

performance of contracts;

outcomes of legal proceedings;

compliance with applicable laws; and

availability, limits and adequacy of insurance or indemnification.

These types of statements are based on current expectations about future events and inherently are subject to a variety of assumptions, risks and
uncertainties, many of which are beyond our control, that could cause actual results to differ materially from those expected, projected or expressed in
forward-looking statements. These risks and uncertainties include, among others, the following:

those described under “Risk Factors” in Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2013;
general economic and business conditions;

worldwide demand for oil and natural gas;

changes in foreign and domestic oil and gas exploration, development and production activity;

oil and natural gas price fluctuations and related market expectations;

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

policies of various governments regarding exploration and development of oil and gas reserves;
our inability to obtain contracts for our rigs that do not have contracts;

the cancellation of contracts included in our reported contract backlog;

advances in exploration and development technology;

the worldwide political and military environment, including, for example, in oil-producing regions and locations where our rigs are operating or
where we have rigs under construction;

casualty losses;
operating hazards inherent in drilling for oil and gas offshore;
the risk of physical damage to rigs and equipment caused by named windstorms in the GOM;

industry fleet capacity, including, without limitation, construction of new drilling rig capacity in Brazil;
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» market conditions in the offshore contract drilling industry, including, without limitation, dayrates and utilization levels;
*  competition;
» changes in foreign, political, social and economic conditions;

» 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 from time to time;

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

» therisk that a letter of intent may not result in a definitive agreement;

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

+  risks of war, military operations, other armed hostilities, terrorist acts and embargoes;

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

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

» compliance with and liability under environmental laws and regulations;

»  potential changes in accounting policies by the FASB, the Securities and Exchange Commission, or SEC, or regulatory agencies for our industry
which may cause us to revise our financial accounting and/or disclosures in the future, and which may change the way analysts measure our
business or financial performance;

» development and exploitation of alternative fuels;

+  customer preferences;

» effects of litigation, tax audits and contingencies and the impact of compliance with judicial rulings and jury verdicts;
*  cost, availability, limits and adequacy of insurance;

+ invalidity of assumptions used in the design of our controls and procedures;

+  the results of financing efforts;

»  the risk that future regular or special dividends may not be declared;

* adequacy and availability of our sources of liquidity;

+  risks resulting from our indebtedness;

*  public health threats;

*  negative publicity;

+  impairments of assets;

+  the availability of qualified personnel to operate and service our drilling rigs; and

» various other matters, many of which are beyond our control.

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 operations and financial 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
obligation or undertaking to release publicly any updates or revisions to any forward-looking statement to reflect any change in our expectations or beliefs
with regard to the statement or any change in events, conditions or circumstances on which any forward-looking statement is based.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk.

The information included in this Item 3 is considered to constitute “forward-looking statements” for purposes of the statutory safe harbor provided in
Section 27A of the Securities Act and Section 21E of the Exchange Act. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Forward-Looking Statements” in Item 2 of Part I 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 June 30, 2014 and December 31, 2013, assuming immediate adverse market movements of the magnitude
described below. We believe that the various rates of adverse market movements represent a measure of exposure to loss under hypothetically assumed
adverse conditions. The estimated market risk exposure represents the hypothetical loss to future earnings and does not represent the maximum possible loss
or any expected actual 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 management strategy as well as in response to changes in the market, these estimates are not necessarily indicative
of the actual results that may occur.

Exposure to market risk is managed and monitored by our senior management. Senior management approves the overall investment strategy 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 have exposure to interest rate risk arising from changes in the level or volatility of interest rates. Our investments in marketable securities are
primarily in fixed maturity securities. 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 is performed by applying an instantaneous change in interest rates by varying magnitudes on a
static balance sheet to determine the effect such a change in rates would have on the recorded market value of our investments and the resulting effect on
stockholders’ equity. The analysis presents the sensitivity of the market value of our financial instruments to selected changes in market rates and prices
which we believe are reasonably possible over a one-year period.

The sensitivity analysis estimates the change in the market value of our interest sensitive assets and liabilities that were held on June 30, 2014 and
December 31, 2013, due to instantaneous parallel shifts in the yield curve of 100 basis points, with all other variables held constant.

The interest rates on certain types of assets and liabilities may fluctuate in advance of changes in market interest rates, while interest rates on other
types may lag behind changes in market rates. Accordingly, the analysis may not be indicative of, is not intended to provide, and does not provide a precise
forecast of the effect of changes in market interest rates on our earnings or stockholders’ equity. Further, the computations do not contemplate any actions we
could undertake in response to changes in interest rates.

Our long-term debt is denominated in U.S. dollars. Our existing debt has been issued at fixed rates, and as such, interest expense would not be impacted
by interest rate shifts. The impact of a 100-basis point increase in interest rates on fixed rate debt would result in a decrease in market value of $224.4 million
and $221.5 million as of June 30, 2014 and December 31, 2013, respectively. A 100-basis point decrease would result in an increase in market value of
$268.7 million and $264.5 million as of June 30, 2014 and December 31, 2013, respectively.

Foreign Exchange Risk

Foreign exchange rate risk arises from the possibility that changes in foreign currency exchange rates will impact the value of financial instruments. It
is customary for us to enter into FOREX contracts in the normal course of business. These contracts generally require us to net settle the spread between the
contracted foreign currency exchange rate and the spot rate on the contract settlement date, which, for most of our contracts, is the average spot rate for the
contract period. As of June 30, 2014, we had FOREX contracts outstanding in the aggregate notional amount of $167.2 million, consisting of $20.2 million in
Australian dollars, $73.7 million in Brazilian reais, $47.1 million in British pounds sterling, $19.1 million in Mexican pesos and $7.1 million in Norwegian
kroner. These contracts generally settle monthly through March 2015.

At June 30, 2014, we presented the fair value of our outstanding FOREX contracts as a current asset of $5.6 million in “Prepaid expenses and other
current assets” and a current liability of $(0.2) million in “Accrued liabilities” in our Consolidated Balance Sheets. At December 31, 2013, we presented the
fair value of our outstanding FOREX contracts as a current asset of $1.6 million in “Prepaid expenses and other current assets” and a current liability of $(1.1)
million in “Accrued liabilities” in our Consolidated Balance Sheets.
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The following table presents our exposure to market risk by category (interest rates and foreign currency exchange rates):

Fair Value Asset (Liability) Market Risk
June 30, December 31, June 30, December 31,
2014 2013 2014 2013
(In thousands)

Interest rate:

Marketable securities $350,200(a) $1,750,100(a) $  (300)(b) $  (2,200)(b)
Foreign exchange:

FOREX contracts — receivable positions 5,600(c) 1,600(c) (29,900)(d) (4,200)(d)

FOREX contracts — liability positions (200)(c) (1,100)(c) (1,100)(d) (16,000)(d)

The fair market value of our investment in marketable securities, excluding repurchase agreements, is based on the quoted closing market prices on
June 30, 2014 and December 31, 2013.

The calculation of estimated market risk exposure is based on assumed adverse changes in the underlying reference price or index of an increase in
interest rates of 100 basis points at June 30, 2014 and December 31, 2013.

The fair value of our FOREX contracts is based on both quoted market prices and valuations derived from pricing models on June 30, 2014 and
December 31, 2013.

The calculation of estimated foreign exchange risk assumes an instantaneous 20% decrease in the foreign currency exchange rates versus the U.S.
dollar from their values at June 30, 2014 and December 31, 2013, with all other variables held constant.

ITEM 4. Controls and Procedures.

We maintain a system of disclosure controls and procedures which are designed to ensure that 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 on a timely basis. These disclosure
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 on a timely basis to allow decisions regarding required disclosure.

Our Chief Executive Officer, or CEO, and Chief Financial Officer, or CFO, participated in an evaluation by our management of the effectiveness of our

disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) as of June 30, 2014. Based on their participation in that
evaluation, our CEO and CFO concluded that our disclosure controls and procedures were effective as of June 30, 2014.

There were no changes in our internal control over financial reporting identified in connection with the foregoing evaluation that occurred during our

second fiscal quarter of 2014 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Items 2(a) and 2(b) are inapplicable.
(c) The following table sets forth information regarding our purchases of shares of our common stock on a monthly basis during the second quarter of

2014:

Issuer Purchases of Equity Securities

Total Number of Shares Maximum Number of
Purchased as Part of Shares that May Yet Be
Total Number of Average Price Publicly Announced Purchased Under the
Period Shares Purchased Paid per Share Plans or Programs Plans or Programs

April 1, 2014 through April 30, 2014 30,250 $ 45.97 N/A N/A
May 1, 2014 through May 31, 2014 — — N/A N/A
June 1, 2014 through June 30, 2014 — — N/A N/A
30,250(a) $ 45.97 N/A N/A

(a)  As previously disclosed, depending on market and other conditions, we may, from time to time, purchase shares of our common stock in the open
market or otherwise. During the three months ended June 30, 2014, we purchased 30,250 shares of our common stock in open-market transactions,

none of which shares were purchased pursuant to a publicly announced share repurchase program.

ITEM 6. Exhibits.
See the Exhibit Index for a list of those exhibits filed or furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

DIAMOND OFFSHORE DRILLING, INC.
(Registrant)

Date July 29, 2014 By: \s\ Gary T. Krenek

Gary T. Krenek
Senior Vice President and Chief Financial Officer

Date July 29, 2014 \s\ Beth G. Gordon

Beth G. Gordon
Controller (Chief Accounting Officer)
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EXHIBIT INDEX
Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporation of Diamond Offshore Drilling, Inc. (incorporated by reference to Exhibit 3.1 to our
Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2003) (SEC File No. 1-13926).
3.2 Amended and Restated By-laws (as amended through October 4, 2013) of Diamond Offshore Drilling, Inc. (incorporated by reference to
Exhibit 3.1 to our Current Report on Form 8-K filed October 8, 2013).
10.1* Separation Agreement and General Release, dated June 11, 2014, between Diamond Offshore Management Company and William C. Long.
31.1* Rule 13a-14(a) Certification of the Chief Executive Officer.
31.2% Rule 13a-14(a) Certification of the Chief Financial Officer.
32.1* Section 1350 Certification of the Chief Executive Officer and Chief Financial Officer.
101.INS* XBRL Instance Document.

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

* Filed or furnished herewith.
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Exhibit 10.1
SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (“Agreement”) is entered into by William C. Long (“Employee”) and Diamond Offshore Management
Company and its parent, subsidiaries and affiliated companies (collectively the “Company”).

WHEREAS, Employee and Company entered into that certain Employment Agreement dated December 15, 2006 (the “Employment Agreement”); and

WHEREAS, in recognition of Employee’s service to the Company, Employee and Company mutually agree to Employee’s voluntary separation with
the Company to be effective on June 11, 2014;

NOW, THEREFORE, for and in consideration of the mutual promises, covenants and obligations contained herein, Employee and Company agree as
follows:

1. Separation of Employment. Employee shall resign his employment as Senior Vice President, General Counsel & Secretary with Company at the
close of business on June 11, 2014 (the “Separation Date”). Prior to the Separation Date, Employee shall only be required to perform duties as specifically
requested by the President of the Company or his designee. Company and Employee agree that Company records and announcements shall describe
Employee’s separation as a voluntary resignation.

2. Separation Benefits. Subject to any applicable requirements of Section 17 below, the Company shall pay or provide the Separation Benefits as
follows:

(@) Commencing on the Company’s first payroll period following the later of the Separation Date or Effective Date, and continuing on subsequent
regularly-scheduled payroll periods, but no less frequently than on a monthly basis, the Company will pay Employee twenty-four (24) months of
his current base salary (for a total of $899,416.08), less withholdings and deductions in accordance with applicable law.

(b)  After the Separation Date, Employee’s eligibility for continuation of coverage under the Company’s group medical, dental and vision insurance
plans normally would be governed exclusively by the continuation coverage provisions of such plans and the Consolidated Omnibus Budget
Reconciliation Act of 1985 (“COBRA”). Pursuant to this Agreement, however, during any portion of the period beginning on the first day of the
month immediately following the Separation Date and ending two (2) years later that Employee and his spouse/family participate in a Company
group medical, dental or vision insurance plan through COBRA, the full COBRA premium for such medical, dental and vision insurance
coverage for Employee and his spouse/family dependents will be paid by Company promptly to insure that such insurance coverage continues
without interruption or lapse of coverage; provided, however, that if the continued medical, dental and vision benefits are discriminatory so that
such benefit would be taxable to Employee then the premium will be paid by Employee on an after tax basis and the Company shall reimburse
Employee for such payments in each following month so that such benefits will not be taxable to the Employee under Code Section 105(h). The
Company and Employee agree that Employee’s “qualifying event” for the purposes of
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COBRA coverage occurs on the Separation Date. In addition, for a period of two (2) years following the Separation Date the Company will
continue to provide Employee with any Company-paid, or employee elected as of January 1, 2014, life and disability insurance covering
Employee on the date hereof.

The Company will pay Employee a pro rata incentive compensation award for 2014, based upon the same terms and levels as other senior vice-
presidents. The award shall be paid in the normal course at the time the Company pays the 2014 award to its executive officers. The foregoing
award shall be made in accordance with the Diamond Offshore Drilling Inc. Incentive Compensation Plan for Executive Officers and be subject
to the approval of the Compensation Committee of the Board of Directors.

Upon the Separation Date, all unvested Stock Appreciation Rights (“SARs”) awarded to Employee shall vest, and all of Employee’s vested stock
options and SARs shall be exercisable by him as provided for in the Second Amended and Restated Diamond Offshore Drilling, Inc. 2000 Stock
Option Plan and the Diamond Offshore Drilling, Inc. (the “Option Plan”) and the Award Certificates related thereto.

Any amounts to which Employee is eligible under the Company’s Supplemental Executive Retirement Plan shall be paid to Employee in
accordance with the terms of that plan.

The Company shall, at its sole expense as incurred, provide Employee with outplacement services for a period not to exceed twelve (12) months
following the Separation Date and in a total amount not to exceed $25,000. Employee shall select the outplacement provider, subject to Company
approval.

Nothing in this Agreement adversely affects any right Employee may have to: (i) base wages earned by Employee through the Separation Date,
and Employee shall be paid all such wages regardless of whether Employee signs this Agreement; (ii) earned, unused vacation, which will be
paid by the Company after the Separation Date; (iii) reimbursement for approved business expenses incurred by Employee through the
Separation Date for which Employee has not been reimbursed; and (iv) continuation of insurance coverage pursuant to the terms of Company-
provided insurance plans or applicable law. Employee acknowledges that, except as set forth in this Agreement, the Company does not have, and
will not have, any obligation to provide Employee at any time in the future with any payments, benefits or considerations other than those recited
in Section 2 of this Agreement. Employee agrees that some of the payments and benefits described in this Section 2 are not required under the
Company’s normal policies and procedures, and they provide adequate consideration for this Agreement.

3. Full General Release. Employee makes the following promises, commitments and representations to the Company in consideration for the
Company’s execution of this Agreement and the performance of its terms and conditions:
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Employee, on behalf of himself and his spouse, family members, heirs, successors, and assigns, hereby veluntarily, irrevocably, and
unconditionally releases and forever discharges the Released Parties (defined below), individually and collectively, from any and all claims,
complaints, demands, liabilities, or causes of action, of whatever kind or character, whether known or unknown or whether in law or in equity,
which he now has or ever had against any of the Released Parties, in their individual, corporate of official capacities, including, but not limited
to: (i) those claims arising out of or in any way connected with his employment by the Company and/or the termination of that employment,
(ii) those claims arising prior to the date of this Agreement, regardless of whether such claims relate to Employee’s employment by the
Company, and (iii) those claims arising out of or in any way connected with any employment relationship that he now has or ever had with any
of the other Released Parties and/or the termination of any such employment relationship. Without limiting the generality of the foregoing, the
claims being released by Employee include, but are not limited to, the following: any claim against any of the Released Parties under the Civil
Rights Act of 1866, the Civil Rights Act of 1871, the Civil Rights Act of 1964, the Civil Rights Act of 1991, the Age Discrimination in
Employment Act, the Americans with Disabilities Act, the Worker Adjustment and Retraining Notification Act, the Family and Medical Leave
Act, the Employee Retirement Income Security Act, the Fair Labor Standards Act, the Texas Labor Code, any other federal, state or local
statute, regulation, ordinance, law, or common law relating to employment or employment discrimination, any alleged violation of any federal,
state or local statutes, ordinances or common laws, tortious or contractual wrongful discharge or conduct, fraud, negligence, gross negligence,
breach of express or implied contract, vicarious liability for the torts of others. breach of the covenant of good faith and fair dealing, violation
of public policy, tortious interference with contract or prospective business relations, intentional or negligent infliction of emotional distress,
fraud or misrepresentation, battery or assault, invasion of privacy, failure to pay wages, stock awards, bonuses, commissions, incentive pay,
benefits, vacation pay, profit sharing, severance or other compensation of any sort, and harassment, retaliation or discrimination on the basis
of race, color, national original, religion, sex, sexual preference/orientation, age, handicap or disability.

This Release is not intended to apply to any pension or insured benefits, or any other equity grant for which Employee is eligible, pursuant to
the terms of any employee benefit plan or Option Plan in which Employee is, or has been, a participant. The claims released in this Section 3
include any that Employee may have or assert against the Released Parties in any jurisdiction whatsoever.

By signing this Agreement, it is Employee’s intent to waive and release all claims and potential claims against the Released Parties, save and
except a claim for unemployment benefits or any other claim that Employee cannot waive or release as a matter of law. In the unlikely event
that a claim or potential claim (save and except a claim that cannot be waived or released) has been omitted from this Release, Employee
hereby assigns and conveys said claims and potential claims to the Company in exchange for the Company’s obligations in this Agreement.
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4. No Admission of Wrongdoing, The existence and execution of this Agreement shall not be considered as an admission of any wrongdoing liability,
violation, error, or omission by Employee or the Company.

5. Knowing and Voluntary Agreement. Employee acknowledges and agrees that:

(@) This Agreement is written in a manner that he understands. Under this Agreement, Employee is receiving things of value to which he would not
otherwise be entitled to receive.

(b) He has been permitted and offered twenty-one (21) days to consider and to sign this Agreement and he is hereby advised by the Company to
consult with an attorney prior to executing this Agreement.

(c) Notwithstanding the other provisions of this Agreement, Employee is not releasing or waiving in this Agreement any claims under the Age
Discrimination in Employment Act that may arise after the date he signs this Agreement.

(d) He has received the opportunity to review and reflect on all terms of this Agreement, and has not been subject to any undue or improper influence
interfering with the exercise of his free will to execute this Agreement. He knowingly and voluntarily agrees to all of the terms set forth in this
Agreement, and knowingly and voluntarily intends to be legally bound by them.

6. Effective Date. Employee has seven (7) days following his execution of this Agreement to revoke this Agreement. This Agreement will not become
effective or enforceable until the seven (7) day revocation period has expired. In the event that Employee exercises the right to revoke this Agreement, neither
the Company nor Employee will have any obligations under this Agreement. If Employee chooses to revoke this Agreement, he must do so in writing
addressed and delivered by email to Lynn Charles at Icharles@dodi.com and by certified mail, return receipt requested to him at the Company’s corporate
address in Houston, Texas.

7. “Released Parties.” As used in this Agreement, the term “Released Parties” means Diamond Offshore Management Company, Diamond Offshore
Drilling, Inc. and its/their past and present parent, subsidiary and affiliate companies and its and their respective: (i) predecessors and successors; and (ii) past
and present employees, owners, partners, shareholders, members, directors, officers, attorneys, assigns, agents, and representatives, both individually and in
their official capacities.

8. Return of Property. Employee represents that on or before the Separation Date, he shall return all Company property and documents, including
copies of any documents, in his possession or control, including without limitation any building keys, laptop computer, personal digital assistant, telephone
calling card(s), credit card(s), forms, files, manuals, correspondence, memoranda, notes, e-mail, plans, business records, reports, financial data or records,
personnel data, contracts, contract information, training materials, product mix or recipes, lists of employees, salary and benefits information (except relating
to Employee), lists of suppliers and vendors, brochures, catalogs, computer tapes and diskettes or other portable media, computer-readable files and data
stored on any hard drive anywhere or other



installed or portable device, passwords, data processing reports, reports or recordings in any electronic or physical format, and any and all other documents or
property which Employee has obtained by virtue of his employment with the Company. Notwithstanding the foregoing, the Company agrees that Employee
shall be entitled to: (1) keep his cell phone and current cell phone number, and the Company will take all steps necessary to effect the transfer to Employee’s
personal cell phone account; and (2) retain publicly available documents and data, clothing, caps, hunting gear, personal mementos (including but not limited
to plaques, rig photographs, deal toys, and corporate giveaways now in his possession), and a list of the mailing addresses of the Company’s employees (to be
used for holiday cards and other personal contact). Employee will take reasonable steps to return all paper files and delete all electronic files containing non-
public Company documents, but the Company acknowledges that, given Employee’s tenure with the Company, Employee might later discover documents or
data at his residence and/or on his personal computer(s), which he agrees not to use for any purpose and to immediately destroy or delete.

9. Nondisparagement.

@

(b)

©

Employee agrees that he will not make or cause to be made any oral or written statements that are derogatory, defamatory, disparaging or harmful
concerning the Company, its policies or programs, or its past or present officers, directors, employees, agents, or business associates, including
but not limited to its past or present suppliers or vendors, or take any actions that are harmful to the business affairs of the Company and/or its
employees. Employee further agrees that he will not make or cause to be made any oral or written statements regarding the Company’s
Confidential Information to any third party, including, but not limited to, the general public (for example, via postings or publications on the
internet), the media, financial analysts, auditors, institutional investors, consultants, suppliers, vendors, or business associates, or agents and/or
representatives of any of the foregoing, unless such statement is: (i) expressly authorized by the Company in writing, or (ii) required by law. This
provision is a material and substantial term of this Agreement.

Company’s Board of Directors, President and Senior Vice-Presidents agree they will not make or cause to be made any oral or written statements
about Employee that are derogatory, defamatory, or disparaging about Employee unless required by law.

Employee shall direct any third parties seeking an employment reference for Employee to the Company’s Vice President — Human Resources,
who shall only provide Employee’s dates of employment and position held and the information contained in any internal or public release, unless
Employee agrees and directs in writing that the Company can furnish additional information.

10. Cooperation/Transition.

(@

Employee agrees to reasonably cooperate with the Company, and any of the other Released Parties in any matter related to the Company’s
business or activities, as follows: (i) to be available at mutually agreeable times, personally or by telephone, as necessary, at such reasonable
times and without unreasonable interference with Employee’s employment or personal activities, to provide such information and services as may
be



from time to time requested by the Company in connection with various matters in which Employee was involved during his employment with
the Company or matters about which Employee has knowledge and expertise; and (ii) in all pending and future litigation (including claims
asserted with administrative agencies) involving the Company or any of the other Released Parties, which obligation includes Employee
promptly meeting with counsel for the Company or the other Released Parties at mutually agreeable and reasonable times upon their request and
providing testimony in court or upon deposition that is truthful, accurate, and complete, according to information known to Employee. Employee
further agrees to reasonably cooperate with the Company in connection with any investigation or review by any federal, state or local regulatory
authority relating to events or occurrences that transpired while Employee was employed with the Company.

(b) If Employee receives a subpoena seeking testimony, documents or information Employee may have related to the Company or any of its
affiliates, Employee or Employee’s attorney shall provide the Company with a copy of the subpoena prior to the date specified for compliance
and no later than four (4) business days following Employee’s receipt of it. In addition, as soon as possible prior to the date of compliance
required by such a subpoena, Employee shall notify the Company of the content of any information to be provided pursuant to such a subpoena
and give the Company copies of all documents to be produced.

(c) The Company shall reimburse Employee, upon receipt of proper documentation, for all reasonable and necessary expenses for air fare,
accommodations, transportation, meals and other out-of-pocket expenses incurred by Employee in providing the cooperation requested of him
pursuant to this Section 10.

11. Confidential Information. Employee agrees that, unless otherwise required by law, Employee will forever keep secret and inviolate all Confidential
Information which has come into Employee’s possession, and Employee will not use the same for Employee’s own private benefit, or directly or indirectly for
the benefit of others, and Employee will not disclose such Confidential Information to any other person. If Employee is legally compelled (by deposition,
interrogatory, request for documents, subpoena, civil investigative demand or similar process) to disclose any Confidential Information, Employee shall
provide the Company with prompt prior written notice of such legal requirement so that the Company may seek a protective order or other appropriate
remedy and/or waive compliance with the terms of this Section 11. In any event, Employee may furnish only that portion of the Confidential Information
which Employee is advised by legal counsel is required, and Employee shall exercise Employee’s best efforts to obtain an order or assurance that confidential
treatment will be accorded such Confidential Information that is disclosed. For purposes of this Agreement, all confidential or proprietary information
concerning the business and affairs of the Company, including without limitation, all trade secrets, knowhow and other information generally retained on a
confidential basis by the Company concerning its products, methods, know-how, techniques, systems, software codes and specifications, formulae, inventions
and discoveries, business plans, pricing, product plans and the identities of and the nature of the Company’s dealings with its employees, suppliers and
customers, whether or not such information shall, in whole or in part, be subject to or capable of being protected by patent, copyright or trademark laws, shall
constitute “Confidential Information.” Notwithstanding anything contained herein which may be to the contrary, the term “Confidential Information” does not
include any information which is excepted as confidential information in Article 4.6 of the Employment Agreement.
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Agreement that for a period of two (2) years after his Separation Date, Employee shall not, directly or knowingly indirectly, either as an executive, employer,
independent contractor, consultant, agent, principal, partner, stockholder, officer, director, or in any other individual or representative capacity, either for his
own benefit or the benefit of any other person or entity: (a) solicit, recruit, induce, entice, encourage or in any way cause any officer, or manager reporting to
such officer, holding such position at the time Employee ceases to be an employee of Company and who is or was an employee of Company (or affiliate)
within the six (6) months prior to Employee’s termination of employment with Company or thereafter to terminate his/her employment with Company (or
such affiliate); or (b) directly solicit for hire, directly entice for hire, hire, or directly recruit any officer, or manager reporting to such officer, toolpusher, rig
superintendent or offshore installation manager (OIM) holding such position at the time Employee ceases to be an employee of Company and who is or was
an employee of Company within the six (6) months prior to Employee’s separation of employment with Company or thereafter.

13. Breach Causing Irreparable Harm. The terms of this Agreement are contractual and not merely recitals. Employee agrees that a breach by Employee
of Sections 11 and 12 of this Agreement will result in irreparable harm to the Company, and as such, upon such breach, without limiting the Company’s right
to seek injunctive relief allowed by law in a court of competent jurisdiction, the Company may pursue a claim against Employee for any damages suffered by
Company as a result of such breach. Employee’s agreements in Section 12 shall be extended for the period of time which Employee violates one or more of
these agreements and/or during any period during which the Company appeals from an order refusing to enforce any of these agreements or covenants. The
tolling or extension period shall not exceed twelve (12) months under any circumstances.

14. Reliance; Complete Agreement; Modification. Employee and the Company acknowledge that in executing this Agreement they have not relied on
any statements, promises or representations made by the other party except as specifically memorialized in this Agreement. This Agreement constitutes the
complete agreement of the parties on or in any way related to the subject matter addressed herein. The parties further agree that this Agreement supersedes the
Employment Agreement unless otherwise stated herein. Additionally, Article 5.11 of the Employment Agreement is incorporated by reference into this
Agreement only insofar as it prohibits employee from seeking employment with the Company in the future. This Agreement cannot be modified or rescinded

except upon the written consent of both Employee and the Company.

15. Severability. If any provision of this Agreement is held to be unenforceable, such provision shall be considered to be distinct and severable from the
other provisions of this Agreement, and such unenforceability shall not affect the validity and enforceability of the remaining provisions. If any provision of
this Agreement is held to be unenforceable as written but may be made enforceable by limitation, then such provision shall be enforceable to the maximum
extent permitted by applicable law. No failure by either party hereto at any time to give notice of any breach by the other party of, or to require compliance
with, any condition or provision of this Agreement shall be deemed a waiver of similar or dissimilar provisions or conditions at the same or at any prior or
subsequent time.



16. Governing Law;_Venue; Jury Waiver. The Company and Employee agree that the law of Texas without regard to conflicts of law principles shall
exclusively govern any disputes between the parties, including but not limited to, the validity, interpretation, and effect of this Agreement, as well as any other
disputes arising out of or relating to the employment of Employee by the Company. In the event of any dispute between them, including, but not limited to
any disputes arising out of this Agreement, Employee’s employment with the Company and work for the Company, the parties agree to exclusive, mandatory
and sole jurisdiction and venue in Houston, Texas. The parties agree and consent to have all such disputes resolved by a judge in the courts of Harris County,
Texas. The Company and Employee hereby consent to the exclusive jurisdiction and venue there. The Parties hereby waive all challenges to personal
jurisdiction and venue of such courts, including, but not limited to, the claim or defense that such courts or locale constitute an inconvenient forum. The
parties agree that any disputes between them shall be adjudicated by a judge and, therefore, the parties waive a trial by jury.

17. Code Section 409A.

(@) Deferred Compensation. To the extent any payments or benefits under this Agreement constitute deferred compensation subject to Code
Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), and the regulations thereunder (collectively “Section 409A”) this
Agreement shall be administered, interpreted and construed to comply with the requirements of Code Section 409A. The portion of any payment
or benefit under this Agreement that is paid within the short-term deferral period or is otherwise exempt from Code Section 409A will not be
treated as nonqualified deferred compensation and will not be aggregated with other nonqualified deferred compensation plans or payments to the
extent permitted under Code Section 409A.

(b)  Separate Payments and Payment Timing. Payment dates provided for in this Agreement will be deemed to incorporate grace periods that are
treated as made upon a designated payment date within the meaning of Code Section 409A and Treas. Regs. §1.409A-3(d).

(c) General Section 409A Provisions. If Employee or the Company determines that any payments or benefits payable under this Agreement intended
to comply with Code Section 409A and do not comply with Section 409A of the Code, Employee and the Company agree to amend this
Agreement, or take such other actions as Employee and the Company deem reasonably necessary or appropriate, to comply with the requirements
of Section 409A of the Code (and any applicable relief provisions), while preserving the economic agreement of the parties. If any provision of
the Agreement would cause such payments or benefits to fail to so comply, such provision will not be effective and will be null and void with
respect to such payments or benefits, and such provision will otherwise remain in full force and effect.

All payments considered nonqualified deferred compensation under Section 409A and the regulations thereunder will be made on the date(s) provided herein
and no request to accelerate or defer any payment under this Section will be considered or approved for any reason whatsoever, except as permitted under
Section 409A. Notwithstanding the foregoing, amounts payable hereunder which are not nonqualified deferred compensation, or which may be accelerated
pursuant to Section 409A, such as distributions for applicable tax payments, may be accelerated, but not deferred, at the sole discretion of Company.
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To the extent required to comply with Section 409A, all references in this Agreement to termination of employment or termination mean Employee’s
“separation from service” as that term is defined in Section 1.409A-1(h) of the Treasury Regulations.

(d)

®

®

Reimbursements and In-Kind Benefits. If any coverage (whether provided before or after Employee’s termination of employment) under medical,
dental, disability and/or life insurance plan, or the provision of any other benefit or perquisite, results in in-kind benefits or reimbursements to
Employee that are (x) taxable for federal income tax purposes and (y) deferred compensation subject to Section 409A, then such in-kind benefits
or reimbursements shall be subject to the following rules:

@A) The in-kind benefits to be provided, or the amounts to be reimbursed, shall be determined pursuant to the terms of the applicable benefit
plan, and shall be limited, in addition to any other applicable limitations, to Employee’s lifetime and the lifetime of Employee’s eligible
dependents.

(ii) The amounts eligible for reimbursement, or the in-kind benefits provided, during any calendar year may not affect the expenses eligible
for reimbursement, or the in-kind benefits provided, in any other calendar year.

(iii)  Any reimbursement of an eligible expense shall be made on or before the last day of the calendar year following the calendar year in
which the expense was incurred.

(iv)  Employee’s right to an in-kind benefit or reimbursement is not subject to liquidation or exchange for cash or another benefit.

Specified Employee Status. If Employee is a specified employee (within the meaning of Code Section 409A) on the date of his separation from
service, any payments made with respect to such separation from service under this Agreement, and other payments or benefits under this
Agreement that are subject to Section 409A of the Code, will be delayed in order to comply with Section 409A(a)(2)(B)(i) of the Code, and such
delayed payments or benefits will be paid in a lump sum upon expiration of such six (6) month period with all accrued interest calculated from
the Date of Termination until such lump sum payment and equal to the average six (6) month U.S. Treasury Rate for the year six-month period
measured from the date of Employee’s separation from service. Any remaining payments and benefits due under the Agreement will be paid as
otherwise provided in the Agreement

Amounts Subject to Release. To the extent any amounts payable hereunder is considered nonqualified deferred compensation subject to

Section 409A and the period during which Employee has discretion to execute or revoke a release straddles two taxable years of Employee, then
the Company will commence the payments and/or benefits in the second of such taxable years, and Employee may not, directly or indirectly,
designate the calendar year of any such payment.



Each of the undersigned acknowledges that he/it (a) has read and fully understands all the terms and conditions of this Agreement, (b) has had
sufficient time to consider this Agreement and to consult about it with an attorney, and (c) is signing it knowingly, voluntarily and willingly. This Agreement
is effective once signed by all the parties and can be executed in multiple identical counterparts and via email and fax.

IN WITNESS WHEREOF, the parties have executed this Agreement on the date specified below.

Date: 11 June 2014 \s\ William C. Long

William C. Long
Employee

DIAMOND OFFSHORE MANAGEMENT COMPANY

\s\ Robert L. Charles

Name:
Title:
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Exhibit 31.1

I, Marc Edwards, certify that:

1.
2.

5.

Date: July 29, 2014

I have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 30, 2014 of Diamond Offshore Drilling, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

\s\ Marc Edwards

Marc Edwards
Chief Executive Officer




Exhibit 31.2

I, Gary T. Krenek, certify that:

1.
2.

5.

Date: July 29, 2014

I have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 30, 2014 of Diamond Offshore Drilling, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

\s\ Gary T. Krenek

Gary T. Krenek
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED BY SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

Each of the undersigned hereby certifies, pursuant to 18 U.S.C. § 1350, in his capacity as an officer of Diamond Offshore Drilling, Inc. (the
“Company”), that, to his knowledge:

(1) the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2014 as filed with the U.S. Securities and Exchange Commission on
the date hereof (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: July 29, 2014

\s\ Marc Edwards

Marc Edwards
Chief Executive Officer of the Company

\s\ Gary T. Krenek
Gary T. Krenek
Chief Financial Officer of the Company




