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PART I. FINANCIAL INFORMATION

ITEM1. Financial Statements.

DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATEDBALANCESHEETS

(Unaudited)
(Inthousands, except share and per share data)

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

LIABILITIES AND STOCKHOLDERS’ EQUITY
Currentliabilities:
Accounts payable
Accrued liabilities
Taxes payable
Current finance leaseliabilities
Total current liabilities
Long-term debt
Noncurrentfinance leaseliabilities
Deferred tax liability
Other liabilities
Commitments and contingencies (Note 11)
Total liabilities not subject to compromise
Liabilities subject to compromise
Totalliabilities
Stockholders’ equity:

Predecessor preferred stock (par value $0.01, 25,000,000 shares

authorized, noneissued and outstanding)

Predecessor common stock (par value $0.01, 500,000,000 shares
authorized; 145,263,865 shares issued and 138,054,311 shares

outstandingat December 31, 2020)
Predecessortreasury stock, at cost
Predecessoradditional paid-in capital

Successor preferred stock (par value of $0.0001, 50,000,000 shares

authorized, noneissued and outstanding

Successorcommonstock (par value $0.0001, 750,000,000 shares
authorized; 100,074,093 shares issued and outstandingatJune 30, 2021)

Successoradditional paid-in capital
(Accumulated deficit) retained earnings
Totalstockholders’ equity
Totalliabilities and stockholders’ equity

Successor Predecessor
June 30, December 31,

2021 2020
$ 25,623 § 405,869
27,747 24511
218,989 136,222
(6,142) (5,562)
212,847 130,660
65,792 62,275
1,000 2,000
333,009 625,315
1,350,058 4,122,809
82,384 200,329
$ 1,765/451 $ 4,948,453
$ 61,272 $ 33,437
153,740 140,788
30,386 27,214
15,338 —
260,736 201,439
316,051 —
156,489 —
3,251 28,338
140,415 117,305
876,942 347,082
— 2,618,805
$ 876942 | $ 2965887
— 1,453
— (206,163)
— 2,029,979
10 —

935,792

(47,293) 157,297
888,509 1,982,566
$ 1,765,451 $ 4,948,453

The accompanying notes are anintegral part of the condensed consolidated financial statements.



DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(Inthousands, except per share data)

Revenues:
Contractdrilling
Revenues related to reimbursable expenses
Totalrevenues
Operating expenses:
Contractdrilling, excluding depreciation
Reimbursable expenses
Depreciation
Generaland administrative
Restructuringand separation costs
Gain on dispositionof assets
Totaloperatingexpenses
Operating loss
Other income (expense):
Interestincome
Interest expense, net of amounts capitalized (excludes $7,124
and $24,635 of contractual interest expense on debt subject
to compromise for the period from April 1,2021 through
April 23,2021 and the three-month period ended June 30,
2020)
Foreign currency transaction loss
Reorganizationitems, net
Other, net
Loss before income tax (expense) benefit
Income tax (expense) benefit
Net loss

Loss per share, Basic and Diluted
Weighted-averageshares outstanding, Basic and Diluted

Successor Predecessor
Period from Period from
April 24 April 1 Three Months
through through Ended

June 30, 2021 April 23, 2021 June 30, 2020
$ 98,033 | $ 30,811 $ 188,637
16,878 3,751 9,566
114911 34,562 198,203
90,711 40,053 165,943
16,572 3,640 8,307
18,735 18,132 74,835
16,217 2,670 15,701

— — 17,119
(176) (85) (220)
142,059 64,410 281,685
(27,148) (29,848) (83,482)

1 — 108
(7,097) (2,265) (10,333)
(914) (797) (1,004)
(5538) | (1,604,512) (53,977)
10,706 (90) (81)
(29,990) | (1,637,512)  (148,769)
(17,303) 37,204 3,949
$ (47,293) | $(1,600,308) $ (144,820)
$ (047)|$ (1159) $  (1.05)
100,059 138,054 138,043

The accompanying notes are anintegral part of the condensed consolidated financial statements.



DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(Inthousands, except per share data)

Revenues:
Contractdrilling
Revenues related to reimbursable expenses
Totalrevenues
Operating expenses:
Contractdrilling, excluding depreciation
Reimbursable expenses
Depreciation
Generaland administrative
Impairmentof assets
Restructuringand separation costs
Gain on disposition of assets
Total operating expenses
Operating loss
Other income (expense):
Interestincome
Interest expense, net of amounts capitalized (excludes
$35,390 and $24,635 of contractual interest expense on debt
subject tocompromise forthe period from January 1,2021
through April 23,2021 and the six- month period ended June
30,2020)
Foreign currency transaction loss
Reorganization items, net
Other, net
Loss before income tax (expense) benefit
Income tax (expense) benefit
Net loss

Loss per share, Basic and Diluted
Weighted-averageshares outstanding, Basic and Diluted

Successor Predecessor
Period from Period from
April 24 January 1 Six Months
through through Ended
June 30, 2021 April 23, 2021 June 30, 2020
$ 98,033 | $ 153,364 $ 406,503
16,878 16,015 20,870
114911 169,379 427,373
90,711 181,626 350,455
16,572 15477 19,419
18,735 92,758 167,878
16,217 15,036 32,046
— 197,027 774,028
— — 17,119
(176) (5,486) (3,653)
142,059 496,438 1,357,292
(27,148) (327,059) (929,919)
1 30 498
(7,097) (34,827) (42,655)
(914) (172) (797)
(5,538) (1,639,763) (53,977)
10,706 398 242
(29,990) (2,001,393)  (1,026,608)
(17,303) 39,404 19,848
$ (47293) 1 $ (1,961,989) $ (1,006,760)
$  (04an]s (1421) $  (7.30)
100,059 138,054 137,937

The accompanying notes are anintegral partof the condensed consolidated financial statements.



DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Net loss
Other comprehensive losses, net of tax:

Reclassification adjustment for gain on derivative financial

instruments included in net loss
Totalother comprehensive loss
Comprehensiveloss

Net loss
Other comprehensive losses, net of tax:

Reclassificationadjustment for gain on derivative financial

instruments included in net loss
Total other comprehensive loss
Comprehensiveloss

(Unaudited)
(Inthousands)
Successor Predecessor
Period from Period from Three Months
April 24 April 1
through through Ended
June 30, 2021 April 23, 2021 June 30, 2020
$ (47,293) | $(1,600,308) $ (144,820)
— — @)
— — )
$ (47,293) | $(1,600,308) $ (144,322)
Successor Predecessor
Period from Period from Six Months
April 24 January 1
through through Ended
June 30, 2021 April 23, 2021 June 30, 2020
$  (47,293) | $(1,961,989) $ (1,006,760)
— — @)
— — @)
$ (47,293) | $(1,961,989) $ (1,006,763)

The accompanying notes are anintegral partof the condensed consolidated financial statements.



April 1, 2021 (Predecessor)

DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(Unaudited)

(Inthousands, except number of shares)

Three Months Ended June 30, 2021

Additional Total
Retained
Common Stock Paid-In Earnings Treasury Stock Stockholders’
(Accumulated
Shares Amount Capital Deficit) Shares Amount Equity

145,263,865 $

1453 $ 2,029979 $ (204,384)

7,209554 $ (206,163) $ 1,620,885

Net loss — — — (1,600,308) — — (1,600,308)
Cancellation of Predecessor equity (145,263,865) (1,453) (2,029,979) 1,804,692 (7,209,554) 206,163 (20,577)
April 23,2021 (Predecessor) — — — — — — —
Issuance of Successor equity 100,000,019 10 934,800 934,810
April 24,2021 (Successor) 100,000,019 10 934,800 — — — 934,810
Net loss — — — (47,293) — — (47,293)
Stock-based compensation, net of tax 74,074 — 992 — — — 992
June 30, 2021 (Successor) 100,074,093 $ 10 $ 935792 $ (47,293) —  $ — $ 888,509
Six Months Ended June 30, 2021
Additional Total
Common Stock Paid-In Retained Treasury Stock Stockholders’
Shares Amount Capital Earnings Shares Amount Equity
January 1, 2021 (Predecessor) 145,263,865 $ 1453 $ 2,029,979 $ 157,297 7,209,554 $ (206,163) $ 1,982,566
Net loss _ _ — (1,961,989) — — (1,961,989)
Cancellation of Predecessor equity (145,263365) (1,453) (2,029,979) 1,804,692 (7,209,554) 206,163 (20,577)
April 23,2021 (Predecessor) - % - % -3 _ — % - $ -
Issuance of Successor equity 100,000,019 10 934,800 934,810
April 24,2021 (Successor) 100,000,019 $ 10 $ 934800 $ - - 3 - $ 934,810
Net loss — — — (47,293) — — (47,293)
Stock-based compensation, net of tax 74,074 — 992 — — — 992
June 30, 2021 (Successor) 100,074,093 $ 10 $ 935792 $ (47,293) — % — $ 888,509

The accompanyingnotesare anintegral partof the condensed consolidated financial statements.




April 1, 2020 (Predecessor)
Net loss

Stock-based compensation, net of tax
Net loss on derivative financial instruments
June 30, 2020 (Predecessor)

January 1, 2020 (Predecessor)

Net loss

Stock-based compensation, net of tax

DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(Unaudited)
(Inthousands, except number of shares)

Three Months Ended June 30, 2020

Accumulated

Net loss on derivative financial instruments — —

June 30, 2020 (Predecessor)

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Stockholders’
Shares Amount Capital Earnings Gains (Losses) Shares Amount Equity
145107046 $ 1451 $2,025887 $ 550,261 $ (19) 7,162987 $ (206,092) $2,371488
— — —  (144,820) — — —  (144.820)
151,490 2 4,091 — — 45,202 (70) 4,023
— — — — 2) — — )
145258536 $ 1453 $2,029978 $ 405441 $ (21) 7,208,189 $ (206,162) $2,230,689
Six Months Ended June 30, 2020
Accumulated
Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Stockholders’
Shares Amount Capital Earnings Gains (Losses) Shares Amount Equity
144781766 $ 1,448 $2,024347 $1,412201 $ (18) ~7,07785 $ (205,768) $3,232,210
— — —  (1,006,760) — — —  (1,006,760)
476,770 5 5,631 — — 130,333 (394) 5,242
— — ®3) — — 3)
145258536 $ 1,453 $2,029978 $ 405441 $ (21) 7,208189 $(206,162) $2,230,689

The accompanying notes are anintegral partof the condensed consolidated financial statements.



DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

CONDENSED CONSOL IDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(Inthousands)

Successor Predecessor
Period from Period from Six Months
April 24 January 1 Ended
through June 30, through April 23, June 30,
2021 2021 2020
Operating activities:
Net loss $ (47293) | $ (1,961,989) $ (1,006,760)
Adjustments to reconcile net loss to net cash used in
operatingactivities:
Depreciation 18,735 92,758 167,878
Losson impairmentof assets — 197,027 774,028
Reorganizationitems, net — 1,587,392 33,318
Gain on disposition of assets (176) (5,486) (3,653)
Deferred tax provision 9,952 (35,894) (14,986)
Stock-based compensation expense 1,134 — 5,636
Contractliabilities, net 23,572 10,617 19,809
Contractassets, net (509) (742) 1,337
Deferred contract costs, net (14,987) (12,034) (9,492)
Long-term employee remuneration programs 120 475 (6,204)
Noncurrent collateral deposits — — (18,262)
Otherassets, noncurrent (1,426) 2,685 (6,186)
Other liabilities, noncurrent 458 (371) (1,417)
Other 534 2,683 4,493
Changes in operatingassets and liabilities:
Accounts receivable (53,759) 2,108 54,023
Prepaid expenses and other current assets (26) (2,791) 950
Accounts payable and accrued liabilities (9,972) 29,302 42,139
Taxes payable 7,604 (5,804) (3,918)
Net cash (used in) provided by operating activities (66,039) (100,064) 32,733
Investing activities:
Capital expenditures (23,973) (49,119) (118,379)
Proceeds from disposition of assets, net of disposal costs 193 7,484 4,767
Net cash used in investingactivities (23,780) (41,635) (113,612)
Financing activities:
(Repayments of) borrowings under credit facility — (442,034) 436,000
Proceeds from exit facilities 30,000 200,000
Issuance of exit notes — 75,000 —
Debt issuance costs and arrangement fees — (6,218) —
Principal payments of finance lease liabilities (2,240) — —
Net cash provided by (usedin) financingactivities 27,760 (173,252) 436,000
Net change in cash, cash equivalents and restricted cash (62,059) (314,951) 355,121
Cash, cash equivalents and restricted cash, beginning of
period 115,429 430,380 156,281
Cash, cash equivalents and restricted cash, end of period $ 53,370 | $ 115429 $ 511,402

The accompanying notes are anintegral partof the condensed consolidated financial statements.



DIAMOND OFFSHORE DRILLING, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. General Information

The unaudited condensed consolidated financial statements of Diamond Offshore Drilling, Inc. and subsidiaries,
which we referto as “Diamond Offshore,” “we,” “us” or “our,” should be read in conjunction with our Annual
Report on Form 10-K forthe yearended December 31,2020, as amended by AmendmentNo.1 on Form 10-K/A
(File No.1-13926). To facilitate our financial statement presentations, we refer to the post-emergence reorganized
company in these unaudited condensed consolidated financial statementsand footnotes as the “Successor” for
periods subsequent to April 23,2021 andto the pre-emergence company as the“Predecessor” for periods on or prior
to April 23,2021. This delineation between Predecessor periods and Successor periods isshown in the unaudited
condensed consolidated financial statements, certain tableswithin the footnotes to the unaudited condensed
consolidated financial statements and other parts of this Quarterly Reporton Form 10-Q through theuse of a black

line, callingout the lack of comparability between periods.

Interim Financial Information

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance
with generally accepted accounting principles in the United States (or GAAP) forinterim 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
annual financial statements. The condensed consolidated financial informationhas not been audited but, in the
opinion of management, includes all adjustments (consisting of normal recurring adjustments) necessary for a fair
presentation of Diamond Offshore’s condensed consolidated balance sheets, statements of operations, statements of
comprehensive loss, statements of stockholders’ equity and statements of cash flows at the datesand for the periods
indicated. Results of operations for interim periods are not necessarily indicative of results of operations for the
respective fullyears.

Use of Estimates inthe Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires managementto makeestimates and
assumptions that affectthe reported amounts of assetsand liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and thereportedamount of revenues and expenses during the
reporting period. Actual results could differ from those estimated.

Restricted Cash

We maintain restricted cash bank accounts, of which $21.7 million is subjectto restrictions pursuanttoa court
order, to settle certain professional fees incurred upon or prior to ouremergence from bankruptcy, and $6.0million
is subject to restrictions pursuant to a managementand marketing servicesagreement with an offshore drilling
company. See Note 2 “Chapter 11 Proceedings.”

We classify such restricted cash accounts in current assets if the restrictions areexpectedto expire or otherwise
be resolved within one year or if such funds are considered to offset current liabilities. At June 30,2021, our
restricted cashwas considered to be current andwas recorded in “Restricted cash” in our unaudited Condensed
Consolidated Balance Sheets.

Change in Accounting Policies

Concurrent with emergence from bankruptcy, the Successor adopted a new policy for the deferral and
amortization of the costs of planned periodical inspections of its drillingrigs (or vessels) that are typically incurred
on five-year or two-and-one-half year intervals, to ensure compliance with applicable regulations and maintain
certifications for vessels with classification societies. These costs include maobilization of the vessel into the
shipyard, drydocking, support serviceswhile in shipyardand the associated survey or inspection costs necessary to
maintain class certifications. These recertification costs aretypically incurred while the vesselis in drydock and may
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be performed concurrent with other vessel maintenance and improvement activities. Costs related to the
recertification of vessels are deferredand amortized over thesurvey interval on a straight-line basis. Maintenance
costsincurred at thetime ofthe recertification drydocking, which are notrelated to the recertification ofthe vessel
are expensedas incurred. Costs for vessel improvements which either extend the vessel’s useful life orincrease the
vessels functionality are capitalized and depreciated. The company’s previous policy (Predecessor) wasto ex pense
vessel recertification costs in the period incurred.

2. Chapter 11 Proceedings
Chapter 11 Cases

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

On and following the Petition Date, the Debtors filed motions with the Bankruptcy Court seeking authorization
to continue to operate their businesses as “debtors-in-possession” under the jurisdiction ofthe Bankruptcy Court and
in accordancewith the applicable provisions of the United States Bankruptcy Code (orthe Bankruptcy Code) and
orders of the Bankruptcy Court.

OnJanuary 22,2021, the Debtors entered into a Plan Support Agreement (orthe PSA) among the Debtors,
certain holders of the Company’s then-existing 5.70% Senior Notesdue 2039, 3.45% Senior Notes due 2023,
4.875% Senior Notes due 2043and 7.875% Senior Notes due 2025 (collectively, the Senior Notes) party theretoand
certain holders of claims (collectively, the RCF Claims) under the Company’s then-existing $950.0 million
syndicated revolving credit facility (or RCF). Concurrently, the Debtors entered intothe Backstop Agreement (as
defined in the PSA) with certain holders of Senior Notes and entered into the Commitment Letter (asdefinedin the
PSA) with certain holders of RCF Claims to provide exit financing upon emergence from bankruptcy.

The Debtorsfiled a joint Chapter 11 planof reorganization with the Bankruptcy Courton January 22, 2021,
which was subsequently amended on February 24,2021 and February 26,2021 (orthe Plan). On March23, 2021,
the Debtors filed the plan supplement for the Plan with the Bankruptcy Court, which was subsequently amended on
April 6,2021 and April 22,2021 (or the Plan Supplement).

Chapter 11 Emergence

On April 8,2021, the Bankruptcy Court enteredan order confirmingthePlan (orthe ConfirmationOrder). On
April 23,2021 (orthe Effective Date), all conditions precedent to the Plan were satisfied, the Plan became effective
in accordancewith itsterms, and the Debtors emerged from Chapter 11 reorganization.

New Diamond Common Shares and New Warrants

On the Effective Date, in connectionwith the effectivenessof, and pursuant tothe termsof, the Plan and the
Confirmation Order, the Company’s common stock outstanding immediately before the Effective Date was
canceled. The new organizational documents of the Reorganized Company (as defined below) became effective,
authorizingtheissuance of shares of common stock representing 100% of the equity interestsin the Reorganized
Company (orthe New Diamond Common Shares). Pursuant tothe Warrant Agreement (as defined below), the
Emergence Warrants (as defined below) were issued by the Company to holders of existing shares of common stock
in the amounts, and on the terms, set forth in the Planandthe Plan Supplement. Thus, the Company, as reorganized
on the Effective Date in accordance with the Plan (or the Reorganized Company), issued the New Diamond
Common Shares, the Emergence Warrants, and 9.00%/11.00%/13.00% Senior Secured First Lien PIK Toggle Notes
due 2027 (orthe First Lien Notes) issued by Diamond Foreign Asset Company (or DFAC), a Cayman Islands
exempted company limited by shares, and Diamond Finance, LLC, a newly -formedwholly-owned subsidiary of
DFAC) (collectively, the New Capital). The New Capital issued pursuant to the Plan was issued in reliance uponthe
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exemption from the registration requirements of the Securities Act of 1933,asamended (or the Securities Act),
provided by section 1145 of the Bankruptcy Code and, to theextent such exemption isunavailable, was issued in
reliance on the exemption provided by section4(a)(2) of the Securities Act oranother applicable exemption.

The new organizational documents authorized the Company to issue two classes of stock to be designated,
respectively, common stock and preferred stock. The totalnumber of shares of capital stock thatthe Companyshall
have authority to issue is 800,000,000, consisting of 750,000,000 shares of commonstock, having a par value of
$0.0001 pershare (or Common Stock) and 50,000,000 shares of preferred stock, havinga parvalue of $0.0001 per
share.

On the Effective Date, pursuant to the Plan:

e 70,000,019 New Diamond Common Shares were transferred prorata to holders of Senior Notes Claims (as
defined in the Plan) in exchange for the cancellation of the Senior Notes;

e 30,000,000 New Diamond Common Shares were transferred prorata to holders of Senior Notes Claims in
exchange for providing $114.675 million of new-money commitments to the Debtors pursuant to the Rights
Offerings, the Private Placement, and the Backstop Commitments (each as defined in the Backstop
Agreement);and

e 7,526,894 Emergence Warrants were issued to theholders of Existing Parent Equity Interests (as defined in
the Plan).

As of the Effective Date, 100,000,019 New Diamond Common Shares were issued and outstanding.

On the Effective Dateand pursuant to the Plan, the Company entered intoa Warrant Agreement (or the Wamant
Agreement) with Computershare Inc., a Delaware corporation, and Computershare Trust Company, N.A., a
federally charteredtrust company, as warrantagent, which provides for the issuance of an aggregate of 7,526,894
five-yearwarrants with no Black Scholes protection (or the Emergence Warrants). The Emergence Warrants have an
exercise period of fiveyearsandare exercisable into 7% of the New Diamond Common Shares measured at the time
of the exercise, subject to dilution by the MIP Equity Shares (as definedin the Plan). The Emergence Warrants are
initially exercisable for one New Diamond Common Share per Emergence Warrantatanexercise price of $29.22
per Emergence Warrant (as may be adjusted fromtimeto time pursuant to the Warrant Agreement). Pursuant to the
Warrant Agreement, no holder of Emergence Warrants shallhave or exercise any rights held by holders of New
Diamond Common Shares solely by virtue thereofas a holder of Emergence Warrants, including the right to voteor
to receive dividends and other distributions as a holder of New Diamond Common Shares.

Registration Rights Agreement

On the Effective Date, the Company entered intoa registrationrightsagreement (orthe Registration Rights
Agreement) with certain parties who received New Diamond Common Shares under the Plan (or the RRA
Shareholders). The RRA Shareholders exercised their right to require the Company to file a shelf registration
statementandon June 22,2021, the Companyfiled a registration statement onForm S-1 to register 22,892,773
shares of Common Stock owned by the RRA Shareholders. The Company will not receive anyproceeds from the
sale of these sharesandwill bearall expenses associated with the registrations of such shares. As of the date of this
report the registration statement is not yet effective.

New Debt at Emergence

On the Effective Date, pursuant to the terms of the Plan, the Companyand DFAC enteredinto the following
debt instruments:

e aseniorsecured revolving credit agreement (or the Exit Revolving Credit Agreement), which provides for
a $400.0million senior secured revolving credit facility, with a $100.0 million sublimit for the issuance of
letters of credit thereunder (or the Exit RCF);
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a seniorsecured term loan credit agreement (or the Exit Term Loan Credit Agreement), which provides for
a $100.0 million senior secured term loan credit facility (or the Exit Term Loan Credit Facility and,
together with the Exit RCF, the Exit Facilities), which is scheduled to mature on April 22, 2027 under
which $100.0 million was drawnon the Effective Date (or the Exit Term Loans);

an indenture (or the First Lien Notes Indenture), pursuant to which approximately $85.3 million in
aggregate principalamount of First Lien Notes (or the Exit Notes) maturingon April 22,2027 were issued
on the Effective Date;and

approximately $39.7 million in the form of delayed draw note commitments that may be issued as
additional First Lien Notes after the Effective Date (or the Last Out Incremental Debt), none of which had
been issued asofJune30,2021.

See Note 10 “Prepetition Revolving Credit Facility, Senior Notes and Exit Debt.”

Claims Treatment Under the Plan

In accordance with the Plan, holders of claims against and interests in the Debtors received the following
treatmenton the Effective Date, orassoonas reasonably practicable thereafter:

Other Secured Claims. Except to the extent that such holder agreedto a less favorable treatment, in full
and final satisfaction, settlement, release, and discharge of, and in exchange for such Other Secured Claim
(asdefinedin the Plan), eachsuchholderreceived (i) payment in fullin cash or (ii) such other treatmentso
astorendersuchholder’s claim unimpaired.

Other Priority Claims. Exceptto theextent that suchholderagreedto a less favorable treatment, in full
and final satisfaction, settlement, release, and discharge of, and in exchange forsuchclaim each holder of
an Allowed Other Priority Claim (as defined in the Plan) received (i) paymentin cash of the unpaid portion
of itsclaim or (ii) othertreatment consistent with the provisions of section 1129(@)(9) of the Bankruptcy
Code.

RCF Claims. Excepttothe extentthatsuchholderagreed to a less favorable treatment, in full and final
satisfaction, settlement, release, and discharge of, and in exchange foreach RCF Claim (asdefined in the
Plan),each holder of an Allowed RCF Claim (as definedin the Plan) received (A) first, its pro rata share
calculated as a percentage of allholders in such class that elected to participate in the Exit RCF ofthe RCF
Cash Paydown (as definedin the Plan); (B) second, to theextent such holder’s RCF Claims were not
satisfied in fullafterthe application of the RCF Cash Paydown, its Participating RCF Lender Share (as
defined in the Plan) of up to$100 million of funded loans under the Exit RCF; and (C) third, to the extent
such holder’s RCF Claims were not satisfied in full after theapplication of the RCF Cash Paydown and the
allocation of funded loans under the Exit RCF, a share of $200million (less the amount of aggregate
funded loans under the Exit RCF on the Effective Date) of the Exit Term Loan Credit Facility that was

equalto theremaining unsatisfied amountof such holder’s RCF Claims.

Senior Notes Claims. Except tothe extentthatsuchholderagreed to a less favorable treatment, in fulland
finalsatisfaction, settlement, release and discharge of, and in exchange for such Senior Notes Claims (as
defined in the Plan), each holder of an Allowed Senior Notes Claim (as defined in the Plan) received its pro
rata shareof 70.00% of the New Diamond Common Shares, subject todilution by the Emergence Warrants
and the MIP Equity Shares.

General Unsecured Claims. Except to theextent that such holderagreedto a less favorable treatment, in
full and final satisfaction, settlement, release, and discharge of, and in exchange for such General
Unsecured Claims (as defined in the Plan), each holder of an Allowed General Unsecured Claim (as
defined in the Plan) received (i) payment in full in cash (inclusive of post-petition interest); (ii)
Reinstatement (as defined in the Plan); or (iii) such other treatment sufficient to render such claims
unimpaired.

Existing Parent Equity Interests. Eachholder of an Allowed Existing Parent Equity Interest (asdefined
in the Plan) receivedits pro rata share of the Emergence Warrants, subjectto dilutionby the MIP Equity
Shares.
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e Intercompany Claims. All Intercompany Claims (as defined in the Plan) were adjusted, Reinstated (as
defined in the Plan), or discharged atthe Debtors’ discretion.

e Intercompany Interests. All Intercompany Interests (as defined in the Plan) were (i) cancelled (or
otherwise eliminated) and received no distribution under the Plan or (ii) Reinstated at the Debtors’ option.

Changesto Board of Directors and Chief Executive Officer

Inaccordance with the Plan, Anatol Feygin, Paul G. Gaffney I I, Alan H. Howard, Peter McTeague, Kenneth 1.
Siegel and James S. Tisch resigned from the board of directors of the Company (or the Board) on the Effective Date.
In addition, Marc Edwards resigned from his positionas Chairman of the Board, President and Chief Executive
Officer of the Company on the Effective Date. Also on the Effective Date, the following new directors were
appointedto the Board: Neal Goldman, JohnHollowell, Raj lyer, Ane Launy, Patrick Carey Lowe and Adam
Peakes;and Ron Woll, the Company’s Executive Vice Presidentand Chief Operating Officer, assumedthe role of
Interim Chief Executive Officerand Interim President. Effective May 8,2021, Bernie G. Wolford, Jr. was named
President and Chief Executive Officer and was also appointedto the Board.

Chapter 11 Accounting

Reorganization Items. Expenditures, gainsand losses thatare realized or incurred by the Debtors subsequentto
the Petition Date andas a direct result of the Chapter 1 1 Cases are reported as “Reorganizationitems, net” in our
unaudited Condensed Consolidated Statements of Operations. These costsinclude legal and other professional
advisory service fees pertaining to the Chapter 11 Cases and alladjustments madeto the carryingamount of certain
prepetition liabilities, reflecting claims expected to be allowed by the Bankruptcy Court.

The followingtables provide information about reorganization items incurred during the period from April 24
through June 30,2021, theperiod from April 1 through April 23,2021, the period from January 1 through April 23,
2021 and the three-month and six-month periods ended June 30, 2020, subsequent to the Petition Date (in
thousands):

Successor Predecessor
Period from Period from Three
April 24 April 1 Months
through through Ended
June 30,
June30,2021 | April 23, 2021 2020
Professional fees $ 5538 |$ 25,414 $ 20,659
Fresh start valuation adjustments — 2,699,422 —
Net gain on settlement of liabilities subject to
compromise — (1,129,892) —
Write-off of predecessor directors and officers
insurance — 6,932 —
Other 2,636 (714)
Write-off of debt issuance costs — — 27,493
Adjustments for estimated claims and rejected
contracts — — 6,539
Totalreorganization items, net $ 5538 |$ 1,604,512 $ 53,977
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Successor Predecessor
Period from Period from
April 24 January 1 Six Months
through through Ended
June 30,
June30,2021 | April 23, 2021 2020
Professional fees $ 5538 |$ 51,084 $ 20,659
Fresh start valuationadjustments — 2,699,422 —
Net gain on settlement of liabilities subject to
compromise — | (1,129,892) —
Accrued backstop commitmentpremium — 10,424 —
Write-off of predecessor directors and officers
insurance — 6,932 —
Other — 1,793 (714)
Write-off of debt issuance costs — — 27,493
Adjustments for estimated claims and rejected
contracts — 6,539
Totalreorganization items, net $ 5,538 |$ 1,639,763 $ 53,977

Payments of $15.8 million, $37.6 million and $0.3 million related to professional fees have been presented as
cash outflows from operating activities in our unaudited Condensed Consolidated Statements of Cash Flows for the
period from April 24 to June 30,2021, the period from January 1 to April 23,2021 andforthe six months ended
June 30, 2020, respectively. See Note 6 “Supplemental Financial Information.”

Liabilities Subject to Compromise. We have reported prepetition unsecured and under-secured obligations that
may be impacted by the Chapter 11 Cases as “Liabilities subject tocompromise” in our Consolidated Balance
Sheetsat December 31, 2020. Financial Accounting Standards Board (or FASB) Accounting Standards Codification
(or ASC) Topic No. 852 — Reorganizations (or ASC 852) requires prepetition liabilities that are subject to
compromise to be reported at the amounts expected to be allowed by the Bankruptcy Court. The amounts reported as
liabilities subjectto compromise at December 31, 2020 were preliminary and subject to potential future adjustment
dependingon Bankruptcy Court actions, further developments with respect to disputed claims, determinations of the
secured status of certain claims, the values of any collateral securingsuch claims, rejection of executory contracts,
continued reconciliation or other events. Upon filing the Plan in January 2021, we reclassified all prepetition
liabilities out of “Liabilities subjectto compromise,” because these claims will be paid in fulland are unimpaired per
the Plan, except for our Senior Notes and the corresponding prepetition interest, which were the only claims
consideredto be impaired and unsecured perthe Plan. Thus, at April23,2021, “Liabilities subjectto compromise”
was comprised of the principal balance of our Senior Notes of $2.0 billion and the corresponding accrued interest of
$44.9 million.
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Liabilities subjectto compromise atJune 30,2021 and December31,2020 consisted of the following (in
thousands):

Predecessor
December 31,
2020
Debt subject to compromise:

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

Upon filing of the Chapter 11 Cases on April 26,2020, we ceasedaccruinginterest on our Senior Notes and
borrowings under the RCF. Accordingly, we did not record $7.1 million and $35.4 million of contractual interest
expenserelated toour Senior Notes for the period from April 1 to April 23,2021 andtheperiod fromJanuary 1 to
April 23,2021, respectively. However, dueto provisions in the PSAsigned in January 2021 and other ordersof the
Bankruptcy Court, we resumed recognizing intereston our outstanding borrowings under the RCFand also recorded
the unpaid post-petition interest not previously recognized. Asa result, duringthe period fromJanuary 1 to April
23,2021, we accrued interest expense of $35.3 million forthe period from April 26, 2020 through March 31,2021,
inclusive of a $23.4 million catch-up adjustment for the period from April 26,2020to December 31,2020, and have
reported such amountas “Interestexpense” in our unaudited Condensed Consolidated Statements of Operations for
the period from January 1 to April 23,2021.

Going Concern

In our Annual Reporton Form 10-K for the year ended December 31, 2020, we previously disclosed, based on
our financial conditionand our projected operating results, the defaults under our debt agreements, and the risks and
uncertainties surrounding the Chapter 11 Cases, that there was substantial doubtasto ourability to continue as a
going concernatthattime. Ourability to continueasa going concern was contingentupon confirmation of the Plan
by the Bankruptcy Court and our ability to successfully implement the Plan. Afterthe Debtors’ emergence from the
Chapter 11 Caseson April 23,2021 and based on our post-emergence capital structure and liquid ity position, we
concludedthatthereisno longer substantial doubt regarding our ability to continue asa goingconcernforthe next
12 months.

3. Fresh Start Accounting

Fresh Start Accounting

Upon emergence from bankruptcy, we met the criteria and were required to adopt fresh start accounting in
accordance with ASC 852, which on the Effective Date resulted in a new entity, the Successor, for financial
reporting purposes, with no beginning retained earnings or deficit as ofthe fresh startreporting date. The criteria
requiring fresh start accountingare: (i) the holders of the then-existing voting shares of the Predecessor (or legacy
entity prior to the Effective Date) received less than 50 percent of the new voting shares of the Successor
outstanding upon emergence from bankruptcy, and (ii) the reorganization value of the Company’s assets
immediately priorto confirmation of the Plan was lessthanthetotal of allpost-petition liabilities and allowed
claims.

Fresh start accounting requires that new fair values be established forthe Company’s assets, liabilities, and
equity as of the date of emergence from bankruptcy on April 23, 2021. The Effective Date fair values of the
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Successor’s assets and liabilities differ materially from their recorded values as reflected onthe historical balance
sheets of the Predecessor. In addition, asa result of theapplication of fresh startaccountingandthe effects of the
implementation ofthe Plan, thefinancial statements for the periodafter April 23,2021 willnot be comparable with
the financial statements priorto and including April 23, 2021. References to “Successor” refer to the Company and
its financial position and results of operations after the Effective Date (or from April 24 to June 30, 2021).
References to “Predecessor’refer to the Company and its financial position and results of operations on or before
the Effective Date (or from January 1 to April23,2021).

Reorganization Value

Reorganizationvalue approximates the fair value of the Successor’s total assets and theamount a willingbuyer
would pay forthe assets immediately after restructuring. Under fresh start accounting, the Company allocated the
reorganizationvalue toits individual assets based on their estimated fair values (except for deferred incometaxes) in
conformity with ASC Topic 805, Business Combinations,and ASC Topic 820, Fair Value Measurement. The
amount of deferred taxes was determined in accordance with ASC Topic 740, Income Taxes (or ASC 740).

The Company’s reorganization value is derived from management projections and the valuation models
determined by the Company’s financial advisors in setting an estimated range of enterprise values. Enterprise value
represents theestimated fair value ofan entity’s shareholders’ equity plus long-term debt and other interest-bearing
liabilities less unrestricted cash and cash equivalents. The Company’s bankruptcy financial advisor did not
contemplateany value within the selected estimated ranges of enterprise value for deferred taxassets or uncertain
tax positions due to various unknown factors at the timethe enterprise value assumptions were produced. At
emergence, the resulting value calculated for the deferred tax assetand uncertain tax liabilities have a netaccretive
impacton the value of the Successor equity. As set forthin the disclosure statementapproved by the Bankruptcy
Court, the valuation analysis resulted in an enterprise value between $805.0 million and $1,520.0 million with a
selected mid-point of $1,130.0 million. For U.S. GAAP purposes, we valued the Successor’s individual assets,
liabilities, and equity instruments and determined the value of the enterprise was $1,130.0 million as of the Effective
Date, which fellin line within the selected mid-pointof the forecasted enterprise value ranges approved by the
Bankruptcy Court. Specific valuation approaches and key assumptions used toarrive at reorganization value, and the
value of discrete assets and liabilities resulting from the application of fresh startaccounting, are described below in
greaterdetail within the valuation process.

The following table reconciles the enterprise valueto the estimated fair value of the Successor’s equity as of the
Effective Date (in thousands):

April 23,
2021
Enterprise value $ 1,130,000
Plus: Cash and cash equivalents 79,982
Plus: Deferred taxassets and uncertain tax positions 10,810
Less: Fairvalue of debt (285,982)
Fairvalue of Successorequity $ 934,810

The followingtable reconciles enterprise value to the reorganization value of the Successor (i.e., value of the
reconstituted entity) as of the Effective Date (in thousands):

April 23,
2021
Enterprise value $ 1,130,000
Plus: Cash and cash equivalents 79,982
Plus: Non-interest bearing current liabilities 225,637
Plus: Non-interest bearing non-current liabilities 276,418
Plus: Deferred taxassets and uncertain tax positions 10,810
Reorganizationvalue of Successor assets $ 1,722,847
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With the assistance of third-party valuationadvisors, we determinedthe enterprise and corresponding equity
value of the Successor using various valuationapproaches and methods, including: (i) income approach using a
calculationofthe presentvalue of future cash flows based onour financial projections, (ii) market approach using
selling prices of similarassetsand (iii) cost approach. The enterprise value and corresponding equity value are
dependentupon achieving future financial results set forthin ourvaluations, aswellasthe realization of certain
other assumptions. All estimates, assumptions, valuations and financial projections, including the fair value
adjustments, theenterprise value and equity value projections, are inherently subjectto significant uncertaintiesand
the resolution of contingencies beyond our control. Accordingly, the estimates, assumptions, valuations or financia |
projections may notbe realized and actual results could vary materially.

Valuation Process

Underthe application of fresh start accounting and with the assistance of valuationexperts, we conducted an
analysis of the Condensed Consolidated Balance Sheetto determineif any of the Company’s net assets would
require a fairvalue adjustment as of the Effective Date. The results of ouranalysis indicated that our principal
assets, which include drillingand other property and equipment; warehouse stockand fuel inventory; leases; long-
term debt and warrants would require a fair valueadjustmenton the Effective Date. The rest ofthe Company’s net
assets were determinedto have carrying values thata pproximated fair value onthe Effective Date with the exception
of certain contract assets and liabilities which were written off. Deferred tax assets and uncertain tax positions were
determined in accordance with ASC 740after consideringthe taxeffects of the reorganization and the newly
established fairvalues of the Successor. Further details regarding the valuation process are described below.

DrillingandOther Property and Equipment. The valuation of our offshore drilling units and other related
tangible assets was determined by using a combination of (1) the discounted free cash flows expected to be
generated from ourdrilling assets over their remaining useful livesand (2) the costto replaceourdrillingassets, as
adjusted by the currentmarket for similar offshoredrillingassets. Assum ptions used in our assessment of the
discounted free cash flows included, butwere not limited to, the expected operating dayrates, operating costs,
utilization rates, tax rates, capital expenditures, working capital requirements and estimated economic useful lives.
The cash flows were discounted at a market participant weighted average cost of capital (or WACC), which was
derived froma blend of market participant after-tax costof debtand market participant costof equity, and computed
using public share price information for similar offshore drilling market participants, certain U.S. Treasury rates, and
certain risk premiums specific to theassets of the Company. For rigs where an active secondary market exists or that
were expectedto be scrapped, the market approach was used to estimate the fair value of the assets which involved
gatheringand analyzing recent market data of comparable assets.

The fairvalueof land assets was estimated usinga sales comparison method of the marketapproachwhich was
based onthird party databases identifying listings of recent sales, discussions held with local market participantsand
comparable properties within relevant market areas. Buildingsand improvementsandrig spare equipment were
valuedusinga cost approach, in which we estimated thereplacement cost of the assets and applied adjustments for
physical depreciation and obsolescence, where applicable, to arriveatafairvalue. The remaining property and
equipment was valued by applyinganeconomic obsolescence adjustment of 80% tothe carryingvalue basedonthe
implied economic obsolescence observed from the offshore rig fleet.

The fairvalueof the blowoutpreventer (or BOP) lease right-of-use (or ROU) asset was also included within
the “Drillingand Other Property and Equipment” value. The valuation methodology related tothe BOP lease ROU
assetisdiscussed in the “Leases”sectionbelow.

Warehouse Stock and Fuel Inventory. The fair value of warehouse stock was determined by applying an
economic obsolescence adjustment of80%to the carrying value basedon the implied economic obsolescence
observed from the offshore rig fleet. The fairvalue of fuelinventory was includedat carrying value, which was
representative of the price per gallon onthe date of emergence from bankruptcy. These balances were included
within the “Prepaid expenses and other currentassets” caption.

Leases. The fair value of leases was estimated using the present value of the remaining lease payments
discountedata weighted average incremental borrowingrate (or IBR) of 6.7% for the emergententity on the date of
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remeasurement (i.e., the Effective Date) with a further adjustmentto the ROU assets for prepaid rentwhich was akin
to an off-marketterm.

Long-term Debt. The fairvalues of the Exit RCF andthe Exit Term Loans were based onrelevant market data
asof the Effective Date and the terms of each respective instrument. Considering the interestrates were consistent
with a range of comparable market yields (with considerations for term and seniority), the fair values of the Exit
RCFand Exit Term Loans were consistentwith the corresponding principal amounts outstandingas of the Effective
Date. Thus, thevalues were reflected at par value. The fair value of the Exit Notes was based on relevant market
dataas of the Effective Date, the contractual terms including the pre-paymentterms, anda yield-to-worst analysis as
of the Effective Date, which resultedin an estimated fair value of 101.0% of paras ofthe Effective Date.

Warrants. The fairvalue of the warrants issued uponthe Effective Datewas estimated using the Black -Scholes-
Merton option pricingmodel. The Black-Scholes-Merton modelis an option pricingmodel used to estimatethe fair
value of options and warrants based onthe following inputassumptions: stock price, strike price, term, risk -free rate,
volatility, and dividendyield. In using the Black-Scholes-Merton option pricing model to estimate the fairvalue of
the warrants, the following assumptions were used: the stock price assumption was based on the common value per
share fromtheequity value as of the Effective Date and the equity capital structure; for the strike price assumption,
the contractual strike price of $29.22 was used; the term assumption was based on the contractual term of the
warrants of fiveyears as of the Effective Date; the expected volatility assumption of 70% was estimated using
market data for certain similar publicly traded entities with considerations for differences in size and leverage of the
Company versus thesimilar publicly traded entities; and the risk-free rate assumption of 0.83%was based on United
States Constant Maturity Treasury rates as of the Effective Date.
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Consolidated Balance Sheet

The followingillustrates the effects onthe Company’s consolidated balance sheet dueto thereorganization and
fresh start accountingadjustments. The explanatory notes following the table below provide further details on the
adjustments, including the assumptions and methods usedto determinefairvalue for its assets, liabilities, and
warrants. Unless otherwise indicated, dollaramounts arestated in thousands.

April 23, 2021
Transaction Accounting
Predecessor R;%rjguirnggn :Jflsjrs]tr?]gr:s Successor
ASSETS
Currentassets:
Cash andcash equivalents $ 333,699 $ (253,717)(@)$ — $ 79,982
Restricted cash 3,274 32,173 (b) — 35,447
Accountsreceivable 134,104 — 802 (r) 134,906
Less: allowance for credit losses (5,555) — — (5,555)
Accountsreceivable, net 128,549 — 802 129,351
Prepaid expenses and other current assets 108,594 (15,484)(c) (34,455)(s) 58,655
Assets held forsale 1,000 — — 1,000
Totalcurrent assets 575,116 (237,028) (33,653) 304,435
Drilling and other property and equipment, net of
accumulated depreciation 3,892,150 182,985 (d) (2,720485) (t) 1,354,650
Other assets 179,783 (112,454) (e)  (10,282)(u) 57,047
Deferred tax asset — — 6,716 (r) 6,716
Totalassets $4,647049 $ (166,497) $(2,757,704) $1,722348
LIABILITIES AND STOCKHOLDERS’ EQUITY
Currentliabilities:
Accounts payable $ 66397 $ (996) (f) $ — $ 65401
Accrued liabilities 246,141 (67,125)(g)  (65,961)(v) 123,055
Short-term debt 442,034 (442,034) (h) —
Finance lease right-of-use liabilities, current — 15,148 (i) — 15,148
Taxes payable 22,034 — — 22,034
Total current liabilities 776,606 (495,007) (55,961) 225,638
Deferredtax liability 23,060 3,869 (j) (34,447)(wW) —
7,518 (r)
Other liabilities 217,434 (90,098) (k) 9,837)(x) 117,499
Finance leaseright-of-use liabilities, noncurrent — 158,919 (I) — 158,919
Long-term debt — 285,982 (m) — 285,982
Total liabilities not subject to compromise 1,017,100 (136,335) (92,727) 788,038
Liabilities subject to compromise 2,044877 (2,044,877) (n) —
Stockholders’ equity:
Predecessor preferred stock — — — —
Predecessor common stock 1,453 (1,453) (0) — —
Predecessoradditional paid-in capital 2,029978 (2,029,978) (0) — —
Predecessortreasury stock (206,163) 206,163 (0) — —
Successor preferred stock — — — —
Successor common stock — 10 (p) — 10
Successoradditional paid-in capital — 934,800 (p) — 934,800
Successor treasury stock — — — —
Accumulated deficit (240,196) 2,905,173 (q) (2,664.977)(y) —
Totalstockholders’ equity 1585072 2,014,715 (2,664977) 934,810
Totalliabilities and stockholders’ equity $4,647049 $ (166,497) $(2,757,704) $1,722348
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Reorganization Adjustments

(@) Reflectsthenet cashpaymentsthatoccurredon the Effective Date as follows:

April 23, 2021
Funding of professional fee escrow account $ (35,003)
Payment of non-retained professional fees (14,087)
Payment of Predecessor revolving credit facility, includingaccrued interest (479,627)
Proceeds from Exit Facilities 200,000
Receipt of cash from the issuance of Exit Notes through primary Private Placement and
primary Rights Offering 75,000

Change in cashand cash equivalents $ (253,717)
(b) Reflectsthechange inrestricted cash forthe followingactivities:

April 23, 2021

Funding of professional fee escrow account $ 35,003
Payment of key employeeincentive plan holdback escrow account (1,697)
Payment of pre-petition trade claims (1,133)

Change in restricted cash $ 32,173
(c) Reflectsthechangesin prepaid expensesand other current assets for thefollowingactivities:

April 23, 2021

Reduction of prepaid expense for success fees $ (1,095)
Reclassification of debtissuance costs to other assets and long-term debt (10,328)
Reclassification of payment-in-kind upfront fee related to the Exit RCF to other assets (3,478)
Write-off of Predecessor directors and officerstail insurance policy (583)

Change in prepaid expenses and other current assets $ (15,484)

(d) Asaresultof anamendmentthatbecame effectiveon the Effective Date, the BOP leases were recharacterized
from operating leases to finance leases pursuant to ASC Topic 842, Leases (or ASC 842). The impact of the
recharacterization resulted in the reclassification of the ROU assetof $116.2 million from “Other assets” into
“Drilling and other property and equipment.” The value of the BOP ROU assets and the corresponding finance
lease liabilities after the amendment were increased by anadjustment of $66.8 million in accordance with the
modificationguidanceof ASC 842.

(e) Reflectsthechangesin otherassets forthe followingactivities:

April 23, 2021

Reclassificationof BOP lease assetto drillingand other property and equipment $ (116,242)

Reclassification of payment-in-kind upfront feerelated to the Exit RCF from prepaid

expensesand other current assets 3,478

Record debt issuance costs related tothe Exit RCF 6,659

Write-off of Predecessor directors and officers tail insurance policy (6,349)
Change in otherassets $ (112,454)

(f) Reflects the $1.0 million reduction in accounts payable for the payment of pre-petition trade claims and
associated post-petition interest related to generalunsecured claims.
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(9) Reflectsthechangesinaccrued liabilities forthe followingactivities:

April 23, 2021
Record accrued liability related to success fees $ 10,699
Record accrued liability related to a bonus accrualunder the amended BOP services
agreement 831
Reclassification of BOP short-term lease liability into a finance lease (17,225)
Payment of non-retained professional fees (8,762)
Payment of key employeeincentive planholdback awards (1,697)
Payment ofaccrued interestrelatedto Predecessor revolving credit facility (37,593)
Reclassification of payment-in-kind upfront fee into the Exit RCF (3,478)
Reclassification of backstop commitment premium to payment-in-kind Exit Notes (9,900)
Change in accrued liabilities $ (67,125)
(h) Reflectsthechangesin short-term debt forthe followingactivities:
April 23, 2021
Record Predecessor revolving credit facility cash paydown of principal $ (242,034)
Reflects paymentin full of the borrowings outstanding under the Predecessor RCF onthe
Effective Date (200,000)
Change in short-term debt $ (442,034)

(i) Reflectsthereclassificationof thecurrent BOP operating lease liability to a finance lease of $17.2 million, net
of the modification pursuantto ASC 842 of thecurrent BOP finance lease liability of $2.1 million.

(i) Reflectstheadjustmentto deferredtaxesof$3.9 million due to the step planadjustments recorded as a result of
the Plan.

(K) Reflects the reclassification of the non-current BOP operating lease liability to a finance lease of $(90.1)
million.

() Reflectsthereclassification of thenon-current BOP operating lease liability to a finance lease of $90.1 million
and the modification of the non-current BOP finance lease liability of $68.8 million pursuant to ASC 842.

(m) Reflectsthechangesin long-termdebt for the followingactivities:

April 23, 2021
Borrowings drawn under the Exit Facilities $ 200,000
Record payment-in-kind upfront fee related to the Exit RCF 3,478
Issuance of Exit Notes for cash 75,000
Record 1% premium associated with Exit Notes 749
Record backstop commitment premium to payment-in-kind Exit Notes 10,424
Record debt issuance costs related to Exit Term Loans and Exit Notes (3,669)

Change in long-term debt $ 285,982
(n) Liabilities subjectto compromise were settledas follows in accordance with thePlan:
April 23, 2021
Senior Notes Claims $ 2,044,877
Totalsettled liabilities subjectto compromise 2,044,877
Issuance of New Diamond Common Shares to holders of Senior Notes Claims (639,965)
Issuance of New Diamond Common Shares to participants of the Rights Offeringand Private
Placements (274,271)
Record 1% premium associated with Exit Notes (749)
Pre-tax gain onsettlement of liabilities subject to compromise $ 1,129,892
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(0) Reflectsthecancelation ofthe Predecessor’s commonstock, treasury stock and related components of the
Predecessor’s additional paid-in capital.

(p) Thefollowingreconciles reorganization adjustments madeto the Successor’s common stock and Successor’s
additional paid-in capital:

April 23, 2021
Fairvalue of New Diamond Common Shares issued to holders of Senior Notes Claims $ 914,236
Fairvalue of Emergence Warrants issued to Predecessor equity holders 20,574
Totalchange in Successor common stock and additional paid-in capital 934,810
Less: Parvalueof Successorcommonstock (10)
Successoradditional paid-in capital $ 934,800
(q) Reflectsthecumulative netimpact of the effects on accumulated deficit as follows:
April 23, 2021
Success fee recognized on the Effective Date $ (17,120)
Pre-tax gain onsettlement of liabilities subject to compromise 1,129,892
Backstop commitment expenseto record difference between accrued termination fee and
issuanceof payment-in-kind Exit Notes upon emergence (524)
Write-off of Predecessor directors and officers tail insurance policy (6,932)
Otheremergence effects (137)
Expenserelated tobonus accrual under BOP services agreement (831)
Cancellationof Predecessor common stock, additional paid-in capital and treasury stock 1,825,268
Issuance of Emergence Warrants to Predecessor equity holders (20,574)
Change in deferredtaxasa result of step plan adjustments (3,869)
Change in accumulated deficit $ 2,905,173

Fresh Start Adjustments

(r) Reclassificationofa net debitin the “Deferredtax liability”” account to “Deferred tax asset”a fter the adjustment
pursuantto ASC 740based on the impact of the tax effects of the reorganizationandthe fairvalue ascribed to
the enterprise upon emergence, with a portion classified to “Accounts receivable” based on the expected amou nt
to be received from the amended tax return.

(s) Reflectsthewrite-off of current deferred contractassets of $(27.3) million, asthereisno future benefit to be
recognized by the Successor, andthe fair valueadjustmentof $(7.2) million to rigspare parts and supplies.

(t) Reflects the fair value adjustment to “Drilling and other property and equipment” and the elimination of
accumulated depreciation of $(2,712.1) million. In addition, theadjustment reflects the fair valueadjustment of
$(8.4) million to the BOP finance leaseassets by settingthe ROU assets equal to the ROU liabilities less the
prepaid amounts. Referto thevaluation procedures set forthabovewith respectto valuingtherigs and related
equipment.

(u) Reflects thefairvalue adjustments to “Otherassets” forthe following:

April 23, 2021
Write-off of long-term contract assets $ (10,029)
Fairvalue adjustmentto set asset equalto ROU liability for other operating leases (1,998)
Fairvalue adjustmentto true-up other operating leases toreflectthe IBR at the Effective
Date 1,745
Change in otherassets $ (10,282)

(v) Reflectsthewrite-off of current deferred contract liabilities of $(56.4) million asthere isno future obligation to
be performed by the Successor and the fair valueadjustmentof $0.4 million to current other lease liabilities
because ofthe impact ofapplyingthe IBR at the Effective Date at emergence.
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(w) Reflectstheadjustmentto deferredtaxes of $(34.4) million pursuantto ASC 740 based on the impactof the tax
effects of thereorganization, inclusive of the Successor company’s tax basis, and the fairvalue ascribed to the
enterprise upon emergence.

(x) Reflectsthewrite-off of non-current deferred contractliabilities of $(11.1) million as there is no future obligation
to be performed by the Successor and the fair value adjustment of $1.3 million to non-current other lease
liabilities.

(y) Reflectsthecumulative effect of the fresh startaccounting adjustments discussed above.

4. Revenue from Contracts with Customers

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

Consideration foractivities that are not distinctwithin the context of our contractsand donotcorrespond to a
distinct time increment within the contract term are allocated across the single performance obligation and
recognized ratably overthe initial term of the contract (which isthe period we estimateto be benefited from the
corresponding activities and generally ranges from two to 60 months). Such consideration may include mobilization,
demobilization, contract preparation and capital modification revenue that is stipulatedin our drilling contracts.
Consideration foractivities that correspond to a distincttime increment within the contract term isrecognizedin the
period when the services areperformed. The total transaction price is determined foreachindividual contract by
estimatingboth fixed and variable consideration expected to be earned over the term ofthe contract.

Additionally, in May 2021, we entered into an arrangementwith another offshore drilling company whereby we
provide managementand marketing services for two of their currently stacked rigsfora daily service fee and the
reimbursementof costs incurred. The daily service feerevenue isrecognized in line with the contractual rate billed
forthe services provided andis reportedin “Contract Drilling Revenue” in our unaudited Condensed Consolidated
Statements of Operations. We record the revenuerelating to reimbursed expensesatthe grossamount incurred and
billed to the rig owner, as “Revenues related to reimbursable expenses” in our unaudited Condensed Consolidated
Statements of Operations.

ContractBalances

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

Successor Predecessor
June 30, December 31,
2021 2020
Trade receivables $ 184,953 |$ 115,732
Current contract assets 927 2,870
Current contract liabilities (deferred revenue) @ (35,274) (51,763)
Noncurrent contract liabilities (deferred revenue) @ (18,035) (5,164)

@ Contractassetsand contract liabilities may reflectbalanceswhich have been netted together on a contract basis.
Net current contract assetand liability balances are included in “Prepaid expenses and other current assets” and
“Accrued liabilities,” respectively, and net noncurrent contract liability balances are included in “Other
liabilities” in ourunaudited Condensed Consolidated Balance Sheets.
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Significant changes in the contract assets and the contractliabilities balances during the periodare as follows
(in thousands):

Net Contract

Balances

Contractassetsat January 1,2021 (Predecessor) $ 2,870
Contractliabilitiesat January 1,2021 (Predecessor) (56,927)

Net balanceat January 1,2021 (Predecessor) (54,057)
Decrease due to amortizationof revenueincluded in the beginning contractliability balance 15,341
Increase due to cashreceived, excludingamounts recognized as revenue during the period (22,553)
Increase due to revenuerecognized during the period but contingent on future performance 1,442
Decrease due to transfer to receivables during the period (700)
Write off of deferred revenuedueto freshstart accounting 60,945

Net balanceat April 23,2021 (Predecessor) $ 418
Increase due to cashreceived, excludingamounts recognized as revenue during the period (53,309)
Increase due to revenuerecognized duringthe period but contingent on future performance 509

Net balanceat June 30,2021(Successor) $ (52,382)
Contractassetsat June 30,2021 (Successor) $ 927
Contractliabilities at June 30,2021 (Successor) (53,309)

Transaction Price Allocated to Remaining Performance Obligations

The followingtable reflects the specified types of revenue expected tobe recognizedin the future related to
unsatisfied performance obligations as of June 30,2021 (in thousands):

For the Years Ending December 31,

2021 @ 2022 2023 2024 Total
Mobilization and contract preparation revenue $ 2,028 $ 4002 $ 3917 $ 215 $ 10,162
Capital modification revenue 14,645 22,303 5,122 268 42,338
Demobilizationand other deferred revenue 2,099 — — — 2,099
Total $ 18,772 $ 26,305 $ 9,039 $ 483 $ 54,599

M Represents thesix-month period beginningJuly 1,2021.

The revenueincluded above consists of expected fixed mobilization and upgrade revenue forboth wholly and
partially unsatisfied performance obligations, aswellas expected variable mobilizationand upgrade revenue for
partially unsatisfied performance obligations, which has been estimated for purposes of allocatingacross the entire
corresponding performance obligations. The amounts are derived from the specific terms within drilling contracts
that contain such provisions, and the expected timing for recognition of suchrevenue is based on the estimated start
date and duration of eachrespective contract based on informationknownatJune 30,2021. The actual timing of
recognition of such amounts may vary dueto factors outside of our control. We have applied the disclosure practical
expedient in FASB Accounting Standards Update (or ASU) No. 2014-09, Revenue from Contracts with Customers
(Topic606) and its related amendments, and have notincluded estimated variable considerationrelated to wholly
unsatisfied performance obligations or to distinct future time increments within our contracts, including dayrate
revenue.

5. Impairment of Assets

2021 Impairment. At June 30,2021, we evaluated four drilling rigs with indicators of impairment. Based onour
assumptions andanalysis at that time, we determined that the undiscounted probability -weighted cash flow foreach
rig was in excess of its respectivecarrying value. As a result, we concluded thatno impairment of these rigs had
occurred. No asset impairments were recorded for the period from April 24 through June 30,2021.

During the first quarter of 2021, we evaluated three of our drilling rigs with indicators of impairment. Based on
ourassumptions andanalysis atthattime, we determined that the carryingvalue of one ofthese rigs, for which we
have concerns regarding future opportunities, was impaired (or the 2021 Impaired Rig). We estimated the fairvalue
of the 2021 Impaired Rig usingan income approach, whereby the fair value ofthe rigwas estimated based on a
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calculation ofthe rig’s future netcash flows. These calculations utilized significant unobservable inputs,including
management’s assumptions related to estimated dayrate revenue, rig utilization, estimated capital expenditures,
repairandregulatory survey costs, aswellas estimated proceeds that may be received on ultimate disposition of the
rig. Our fairvalueestimate was representative ofa Level 3 fairvalue measurement due to the significant level of
estimationinvolvedandthe lack of transparency astothe inputsused. We recorded asset impairments aggregating
$197.0 million forthe period from January 1 through April 23,2021.

2020 Impairment. In the first quarter of 2020, we evaluated five of our drilling rigs that had indicators of
impairment. Based onourassumptions andanalysis at that time, we determined that thecarrying values of four of
these rigs were impaired (we collectively referto these four rigs asthe 2020 Impaired Rigs).

We estimated the fair values of the 2020 Impaired Rigs usingan income approach, which utilized significant
unobservable inputs, including management’s assumptions related to estimated dayrate revenue, rig utilization,
estimated capital expenditures and repair costs, aswellas estimated proceeds that may be received on ultimate
disposition of each rig. Our fair value estimates were representative of Level 3 fair valuemeasurements due to the
significant level of estimationinvolvedandthe lack of transparencyas to the inputs used. We recorded asset
impairments aggregating $774.0 million for the six-month periodended June 30, 2020.

See Note 9 “Drilling and Other Property and Equipment.”
We evaluateour property and equipment for impairment whenever changes in circumstances indicate that the
carryingamountof an assetmay not be recoverable. I f market fundamentals in the offshore oil and gas industry

deteriorate further ora market recovery is further delayed, we may be requiredto recognize additional im pairment
charges in future periods.

6. Supplemental Financial Information

Condensed Consolidated Balance Sheets Information
Accounts receivable, netof allowance for credit losses, consist of the following (in thousands):

Successor Predecessor
June 30, December 31,
2021 2020

Trade receivables $ 184,953 |$ 115,732
Value addedtaxreceivables 12,298 10,781
Warranty claims receivable 10,750 —
Federalincome tax receivables 8,420 8,420
Related party receivables 48 78
Other 2,520 1,211
218,989 136,222
Allowance for credit losses (6,142) (5,562)
Total $ 212,847 |$ 130,660

The allowance for credit losses at June 30,2021 and December 31, 2020 represents our estimate of credit losses
associated with our “Tradereceivables” and “Current contractassets.” See Note 8 “Financial Instruments and Fair
Value Disclosures” for a discussion of our concentrations of credit risk and allowance for credit losses.
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Prepaidexpensesand other current assets consistof the following (in thousands):

Collateral deposits
Prepaid taxes
Deferred contract costs
Rig spare parts and supplies
Prepaid insurance
Prepaid rig costs
Prepaid legal retainers
Current contract assets
Other

Total

Accrued liabilities consist of the following (in thousands):

Deferred revenue
Payrolland benefits
Shorebaseand administrative costs
Rig operating costs
Current operating lease liability
Accrued capital project/upgrade costs
Personalinjuryandother claims
Interest payable
Other

Total

Condensed Consolidated Statementsof Cash Flows Information

Successor Predecessor
June 30, December 31,
2021 2020
$ 19,570 -
15,442 16,112
6,688 19,808
6,405 12,606
5,492 2,446
3,947 2,317
1,019 2,408
927 2,870
6,302 3,708
$ 65792 |% 62275
Successor Predecessor
June 30, December 31,
2021 2020
$ 35274 |% 51,763
29,933 30,296
27,696 17,275
26,111 21,123
16,267 5,072
8,805 7,075
5,413 6,495
3,017 —
1,224 1,689
$ 153,740 | $ 140,788

Noncashoperating, investing and financing activitiesexcluded fromtheunaudited Condensed Consolidated
Statements of Cash Flows and other supplemental cash flow information is as follows (in thousands):

Successor Predecessor
Period from Period from Six Months
April 24 January 1 Ended
through through
June 30, April 23, June 30,
2021 2021 2020
Accrued but unpaid capital expenditures atperiodend $ 8805 |$ 18,617 $ 15593
Accrued but unpaid debtissuance costs and arrangement
fees® 7,047 7,588 —
Common stock withheld for payroll tax obligations — — 394
Cash interest payments 1,346 37,593 19,843
Cash paid for reorganization items, net 15,809 37,566 274
Cash income taxes paid, net of (refunds):
Foreign 101 3,460 9,813
State — (34) (14)

@ Represents unpaid debt issuance costs related to our exit financing thatwere incurred and capitalized duringthe
period fromJanuary 1 through April 23,2021, which were accruedat June 30,2021and April23, 2021. The
amount accrued at June 30, 2021 is presented in “Accrued liabilities” in our unaudited Condensed Consolidated
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Balance Sheets. In total, we incurred and capitalized financing costs of $1 3.8 million in relation to our exit
financing.

@  Representsthecost of 130,333 shares of common stock withheld to satisfy payroll tax obligations incurredas a
result of the vesting of restricted stock units duringthesix-month periodended June 30, 2020. This cost is
presented as a deduction from stockholders’ equity in “Treasury stock™ in the Predecessor’s unaudited
Condensed Consolidated Balance Sheet at December 31, 2020.

7. Stock-Based Compensation

Pursuant to the terms of the Plan, the Diamond Offshore Drilling, Inc.2021 Long-Term Stock I ncentive Plan
(or the Equity Incentive Plan) was adopted andapproved onthe Effective Date. The Equity IncentivePlan provides
forthe grant of stock options, stock appreciationrights, restricted stock, restricted stock units, performanceawards,
and other stock-based awards orany combinationthereof to eligible participants. The aggregate number of shares of
Company Common Stock that are available for issuance pursuant to awards under the Equity Incentive Plan is
11,111,111

During the Successor period, we granted an aggregate 337,662 time-vesting restricted stock unit (or RSU)
awards toournon-employee members ofthe Board. The time-vesting RSUs vest and become non-forfeitable with
respect to 30% of the RSUs on the first anniversary of the grant date and 70% of the RSUs on the second
anniversary of the grantdate, subject to the recipient’s continuous service through the applicable vesting date. The
vested RSUs will be issued at the earliest of (i) the fifthanniversary of the grant date, (ii) a separationfromservice,
or (iii)a change in control. The recipients may elect, with respect of up to 40% of the vested and non-
forfeitable RSUs, to receive cashequal to thefair market value of those RSUs instead of sharesandtherefore 40%
of the awards are considered liability-classified awards, which will be remeasured each period. The remaining 60 %
are equity-classifiedawards, for which the fair valuewas estimated based on the fair market value ofour Common
Stock on the date of grant.

Inaddition, pursuant to the terms of the Equity Incentive Planwe granted 222,222 shares of time-vesting
restricted stockawardsand 777,777 shares of performance-vesting restricted stockawards to our Chief Executive
Officer. One-third of the time-vestingawards were issued and immediately vested on the May 8,2021 grant date
and the remaining two-thirds vestin equalinstallments onthe firstand second anniversaries of the grant date,
subject tohis continuous service oremployment. The performance-vestingawards vest uponachievementof botha
market and performance condition, and any awards thathave notvested by May 8,2027 will be forfeited. The
vesting of the performance-vestingawards is contingent upon certain conditions (as defined in the award agreement
underthe Equity Incentive Plan) that, as of June 30,2021, had not been satisfied and were notconsidered probable .
Therefore, we have not recognized compensation cost associated with the performance-vesting awards.

During the period from April 24 through June 30,2021, we recognized compensation expense of $1.1 million in
relation to the time-vestingawards described above.

Effective July 1,2021, the Board approveda new key employee retentionand incentive plan covering executive
officersand certain non-executive key employees. The new plan includes both performance-andtime-vesting RSUs
that vestannually over three years (with a grantdatefair value aggregating approximately $30 million), as well as
short-term cash incentive awards payable quarterly over one year (aggregating approximately $5 million).

8. Financial Instruments and Fair Value Disclosures

Concentrations of CreditRisk and Allowance for CreditLosses

Our credit risk corresponds primarily to trade receivables. Since the market for our servicesisthe offshore oil
and gas industry, our customer base consists primarily of majorand independent oiland gas companies, as well as
government-owned oil companies. At June 30, 2021, we believe that we have potentially significant concentrations
of credit risk due to the number of rigs we currently have contractedand our limited number of customers,as some
of our customers have contracted for multiple rigs.
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In general, before working fora customer with whomwe have not hada priorbusiness relationship and/or
whose financial stability may be uncertain, we performa credit review on that customer, including a review of its
credit ratings and financial statements. Based on our credit review, we may require thatthe customer have a bank
issue a letter of credit on its behalf, prepay for the services in advance or provide other credit enhancements. We
currently have one customer for which we have required a letter of credit to guarantee $12.8 million of therevenue
to be earned pursuantto a contractextensionamendment signed during 2020. We have not required any other credit
enhancements by our customers or required any to pay for services in advance at June 30, 2021. We have
historically usedthe specific identification method to identify and reserve for uncollectible accounts. The amounts
reserved foruncollectible accounts in previous periods have notbeensignificant, individually orin comparison to
ourtotalrevenues. At June30, 2021, $5.8 million in trade receivables were considered past due by 30daysormore,
of which $5.5 million were fully reservedfor in previous years and none of the remaining $0.3 million were older
than 90days past due.

Pursuantto FASB ASU 2016-13 Financial Instruments — CreditLosses (Topic 326): Measurement of Credit
Losses on Financial Instruments and its related amendments (or collectively, CECL), we have reviewed our
historical credit loss experience over a look-back period of tenyears, whichwe deemto be representative of both
up-turns and down-cycles in the offshore drillingindustry. Based on thisreview, we developeda credit loss factor
usinga weighted-average ratio of ouractual credit losses to revenues during the look-back period. In addition, we
also considered current and future anticipated economic conditions in determining our credit loss factor, including
crude oil pricesand liquidity of credit markets. Inapplyingthe requirements of CECL, we segregated our trade
receivables into three credit loss risk pools based on customer credit ratings, each of which represents a tier of
increasing credit risk. We calculated a credit loss factor based on historical loss rate information and then applied a
multiple of our credit loss factor to each of these risk pools, considering the impact of current and future economic
informationandthe level of risk associated with these pools, to calculate our currentestimate of credit losses. Trade
receivablesthatare fully covered by allowances for credit losses are excluded from theserisk pools forpurposes of
calculating our currentestimate of credit losses.

Forpurposes of calculating our current estimate of credit losses at June 30,2021 and December 31,2020, all
trade receivables were deemed to be in a single risk pool based on their credit ratings ateach respective period.
Additionally, at June 30,2021 we hada separate risk pool for fully-reserved receivables outside our ordinary course
of business aggregating $0.5 million. Ourcurrent estimate of credit losses under CECL was $0.7 million and $0.1
million at June 30,2021 and December 31,2020, respectively. Ourtotalallowanceforcredit losses was $6.1
million and $5.6 million at June 30,2021 and December 31, 2020, respectively. See Note 6 “Supplemental Financial
Information.”

Fair Values

Fairvalue isdefined as theexchange price that would be received foranasset or paid to transfer a liability (an
exitprice) in the principal or most advantageous market for the assetor liability in an orderly transaction between
market participants on themeasurement date. The fairvaluehierarchy prescribed by GAAPrequires an entity to
maximizethe use of observable inputs and minimize the use of unobservable inputs when measuring fair value.

There are three levels of inputs thatmay be used to measurefair value:
Levell Quoted prices for identical instruments in active markets.

Level2 Quoted market prices for similar instruments in active markets; quoted prices for
identical orsimilarinstruments in markets thatare not active; and model-derived
valuations in which all significant inputs and significant value drivers are
observable in active markets.
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Level3 Valuations derived from valuationtechniques in which oneor more significant
inputs orsignificantvaluedriversare unobservable. Level 3 assetsand liabilities
generally include financial instruments whose value is determinedusing pricing
models, discounted cash flow methodologies, orsimilartechniques, as well as
instruments for which the determination of fair value requires significant
management judgmentor estimationor forwhich there isa lack of transparency
astothe inputsused.

Certain of ourassets and liabilities are required tobe measured atfairvalue 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 fairvalueon a nonrecurringbasisasa result of impairment charges. We recorded
impairment charges related to certain of ourdrillingrigs, which were measured at fair valueon a nonrecurring basis
atMarch31,2021 and December 31,2020, and havepresented the aggregateloss in “Impairment ofassets” in our
unaudited Condensed Consolidated Statements of Operations for period from January 1 to April23,2021. We had
no assets measured at fair value ona recurringbasisat June 30, 2021.

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

Successor
June 30, 2021
Fair Value Measurements Using Successor | Predecessor
Total
Losses for Total
Period Losses for
from Period from
Assets at  April 24 January 1
Fair to June | to April 23,
Level 1  Level 2 Level 3 Value 30,2021 2021 @
Nonrecurring fairvalue
measurements:
Impaired assets @ $ —% —% —§¢ —$% —|$197,02

(1) Represents an impairment charge recognized during the three months ended March 31, 2021 of

one semisubmersible rig, which was written down to its estimated fair value. See Note 5 “Impairment of
Assets.”

Predecessor
December 31, 2020
Fair Value Measurements Using

Total
Assets at  Losses for
Fair Year

Level 1 Level 2 Level 3 Value Ended ®

Nonrecurring fairvalue
measurements:

Impairedassets @ $ —$ — $1000 $1,000 $842016

(1) Representsimpairment losses 0f$774.0 million and $68.0 million recognized duringthe first and fourth
quarters of 2020, respectively, related to four semisubmersible rigs which were written down to their
estimated fairvalues. See Note 5 “Impairment of Assets.”

(20 Representsthetotalbook value as of December 31,2020 of one semisubmersible rig, which was written
down to its estimated fair value during the fourth quarter of 2020.

We believe that the carryingamounts of our other financial assetsand liabilities (excluding our Exit Term
Loans, Exit Notes and the Predecessor Senior Notes), which are not measured at fair value in our unaudited
Condensed Consolidated Balance Sheets, approximate fair value based on the followingassumptions:

e  Cashand cashequivalents and restricted cash -- The carrying amounts a pproximate fair value because of
the shortmaturity of these instruments.
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e  Accounts receivable and accountspayable -- The carryingamountsapproximate fair value based on the
natureof the instruments.

e  ExitRCF Borrowings - The carryingamountapproximates fair value sincethevariableinterest rates are
tied to current market rates and the applicable margins represent market rates.

Our debt is not measured at fair value ona recurring basis; however, under the GAAP fair value hierarchy, our
Exit Term Loans, Exit Notes and the Predecessor Senior Notes would be considered Level 2 liabilities. The fair
value of these instruments was derived using a third-party pricingservice at June 30,2021 and December 31,2020.
We perform control procedures over information we obtain from pricing services and brokers to testwhether prices
received representa reasonable estimate of fair value. These procedures include the review of pricing service or
broker pricing methodologies and for the Senior Notes, comparing fairvalue estimates to actual trade activity
executed in the market for these instruments occurring generally within a 10-day period ofthe report date.

Fair values and related carrying values of our long-term debt and the Senior Notes are shown below (in
millions).

Successor Predecessor
June 30, 2021 December 31, 2020
Carrying Carrying

Fair Value Value Fair Value Value
Exit Term Loans $ 1000 $ 100.0 — —
Exit Notes 86.2 86.2 — —
3.45% Senior Notes due 2023 — — |9 306 $ 250.0
7.875% Senior Notes due 2025 — — 61.3 500.0
5.70% Senior Notes due 2039 — — 61.2 500.0
4.875% Senior Notes due 2043 — — 91.9 750.0

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

9. Drillingand Other Property and Equipment

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

Successor Predecessor
June 30, December 31,
2021 2020

Drilling rigs and equipment $1,182,243 1$6,987,630
Land andbuildings 9,803 41,072
Office equipment and other 2,177 83,016
Finance lease right of use asset 174,571 —
Cost 1,368,794 | 7,111,718
Less: accumulated depreciation (18,736)| (2,988909)
Drilling and other propertyandequipment,net ~ $1,350,058 |$4,122,809

All assets were adjusted tofairvalue as ofthe Effective Date of fresh start accounting. See Note 3 “Fresh Start
Accounting.”

During the period from January 1 through April 23,2021, we recorded an impairment charge of $197.0 million

to write down a drilling rig with indicators of impairmentto its estimated fairvalue. See Note 5 “Impairment of
Assets” and Note 8 “Financial Instruments and Fair Value Disclosures.”
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We have reportedthe $1.0 million net book value of the Ocean Valor, a previously impaired semisubmersible
rig, as“Assets held forsale”in ourunaudited Condensed Consolidated Balance Sheet at June 30,2021. During the
period fromJanuary 1 through April 23,2021, we sold the Ocean America and Ocean Rover, both previously
impaired semisubmersible rigs that were reported as “Assets held for sale” in our unaudited Condensed
Consolidated Balance Sheetat December 31,2020, foran aggregatenet pre-taxgain of $4.4 million.

10. Prepetition Revolving Credit Facility, Senior Notes and Exit Debt

Prepetition Revolving Credit Facility

On the Petition Date, we had borrowings outstanding under our prepetition RCFaggregating $436.0 million.
Upon filing of the Chapter 11 Cases, which constituted an event of default under the RCF, the principalandinterest
underthe RCF became immediately due and payable. We ceasedaccruinginterest on borrowings underthe RCF as
of the Petition Date. Subsequently, as a result of thefiling of the Chapter 11 Cases, we received notificationon April
28,2020 that the commitments under the RCF had beenreduced from $950.0 million to approximately $442.0
million. In January 2021, a $6.0 million financial letter of credit was drawn onby the beneficiary andconverted to
an adjusted base rate loan underthe RCF, resulting in total outstanding borrowings of $442.0 million.

The outstanding borrowings and accrued prepetition interestundertheRCFwere presented as “Liabilities
subject to compromise” in the Predecessor’s unaudited Condensed Consolidated Balance Sheet at December 31,
2020. However, asa result of thesigning of the PSA in January 2021, we no longer considered the outstanding
borrowings andaccrued pre-petition interest to be “Liabilities subjectto compromise” as such claims, including
accrued interest since the Petition Date, would be settled in fulluponemergence from bankruptcy. Due to provisions
in the PSA and other orders of the Bankruptcy Court, we resumed recognizing interest on our outstanding
borrowingsunderthe RCFandalsorecorded the unpaid post-petition interest not previously recognized. See Note 2
“Chapter 11 Proceedings— Chapter 11 Cases.”

On the Effective Date, the RCF claims were settled as follows:

e Approximately $279.6 million paid in cash;
¢ Rolloverof prepetition RCF into new debt 0f $200.0 million on a dollar-for-dollar basis. See “EXxit
Debt - Exit Revolving Credit Agreement”and “Exit Debt - Exit Term Loan Credit Agreement.”

Senior Notes

At December 31,2020, the Senior Notes were comprised of the followingdebtissues and were reported as
“Liabilities subject to compromise”in the Predecessor’s unaudited Condensed Consolidated Balance Sheet (in
thousands):

Predecessor
December 31,
2020

3.45% Senior Notes due 2023 3 250,000
7.875% Senior Notes due 2025 500,000
5.70% Senior Notes due 2039 500,000
4.875% Senior Notes due 2043 750,000
Total Senior Notes, net $ 2,000,000

On the Effective Date, New Diamond Common Shares were transferred pro ratato the holders of the Senior
Notes in exchangeforthe cancellation of the Senior Notes. See Note 2 “Chapter 11 Proceedings — Chapter 11
Cases.” Asa result of the cancellation ofthe Senior Notes and associatedaccrued interest of $44.9 million, we
recognized a pre-tax gain on extinguishment of debt of approximately $1.1 billion which was reported in
“Reorganization items, net”in the Predecessor’s unaudited Condensed Consolidated Statement of Operations for the
period January 1 through April 23, 2021.
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Exit Debt

At June 30,2021, thecarrying value of the Successor long-term debt (or Exit Debt), net of unamortized discount,
premiumand debtissuance costs, was comprised as follows (in thousands):

Successor
June 30,
2021
Borrowings under Exit RCF $ 133,478
Exit Term Loans 98,958
EXxit Notes 83,615
Total Exit Debt, net 3 316,051

The borrower underthe Exit RCFand Exit Term Loan Credit Agreement (or, collectively, the Credit Facilities)
is DFAC (or the Borrower) and the co-issuers ofthe Exit Notes are DFAC and Diamond Finance, LLC, a newly -
formedwholly-owned subsidiary of DFAC (or, together, the Issuers). The Credit Facilitiesand the Exit Notes are
unconditionally guaranteed, on a joint and several basis, by the Borrowerand certain of its direct and indirect
subsidiaries (or, collectively with the Borrower, the Credit Parties and each, a Credit Party)andsecured by senior
priority liens on substantially all of the assets of, and theequity interests in, each Credit Party, including all rigs
owned by the Company as of the Effective Dateoracquired thereafterand certain assets related thereto, in each
case, subject to certain exceptions and limitations described in the Credit Facilities and the First Lien Notes
Indenture.

As of June 30,2021, the aggregate annual maturity of the Successor Exit Debt, excluding net unamortized
premium and debtissuance costs of $0.8 millionand $3.6 million, respectively, was as follows (in thousands):
Aggregate

Principal
Amount

Year Ending December 31,

2021 $ —
2022 —
2023 a
2024 _
2025 -
Thereafter 318,799

Total maturities of long-term debt $ 318,799

ExitRevolving Credit Agreement

On the Effective Date, the Company entered into the Exit Revolving Credit Agreement, which provides for a
$400.0 million senior secured revolving credit facility, with a $100.0 million sublimit for the issuance of letters of
credit thereunder, which is scheduled tomature on April 22, 2026.

Borrowings underthe Exit RCF may be usedto financecapitalexpenditures, pay fees, commissions and
expenses in connectionwith the loan transactions and consummation of the Plan, and forworking capitaland other
general corporate purposes. Availability of borrowings under the Exit RCF is subject to thesatisfaction of certain
conditions, including restrictions on borrowings if, after giving effect toany such borrowings and theapplication of
the proceeds thereof, (i) the aggregate amount of Available Cash (as defined in the Exit Revolving Credit
Agreement) would exceed $125.0 million or (ii) the Collateral Coverage Ratio (as defined below) would be less than
2.00to 1.00 andtheaggregate principalamountoutstanding underthe Exit RCF would exceed $400.0 million
and/orthe Total Collateral Coverage Ratio (as defined below) would be less than 1.30 to 1.00.

On the Effective Date, the Borrower incurred loans under the Exit RCF in an aggregate amount of

approximately $103.5 million, of which $100.0 million was deemed incurred in exchange for certain obligations of
the Company under its prepetition RCF and approximately $3.5million was deemed incurred in satisfaction of
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certain upfront fees payable to the lenders under the prepetition RCF (or PIK Loans). The PIK Loansdo notreduce
the amount of available commitments under the Exit RCF, and if repaid or prepaid may not be reborrowed.

Loansoutstanding under the Exit RCF bear interestat a rate perannum equal to the applicable margin plus, at
the Borrower’s option, either: (i) the reserve-adjusted London Inter-bank Offered Rate (or LIBOR Rate), subjectto a
floorof 1%, or (ii) a base rate, subjectto a floor of 2.00%, determined asthe greatest of (x) the rate per annum
publicly announced from time to time by Wells Fargo Bank, National Association, asits prime rate (or the Wells
Fargo Prime Rate), (y) the federal funds effectiverate plus %2 of 1.00%, and (z) thereserve-adjusted one-month
LIBOR Rate plus 1.00%. The applicable margin is initially 4.25% perannum for LIBOR Rateloansand 3.25% per
annum forbaserate loans. Mandatory prepayments and, under certain circumstances, commitment reductions are
required under the Exit RCF in connectionwith certain specified assetdispositions (subject to reinvestment rights if
no event of default exists). Available Cash (as defined in the Exit Revolving Credit Agreement) inexcess of $125
million is also required to be applied periodically to prepay loans (withouta commitment reduction). The loans
under the Exit RCF may be voluntarily prepaid and the commitments thereunder voluntarily terminated or reduced
by the Borroweratany time without premium or penalty, other than customary breakage costs.

The Borrower is required to pay a quarterly commitment feeto eachlender underthe Exit Revolving Credit
Agreement, whichaccrues ata rate perannum equalto 0.50% on theaverage daily unused portionof suchlender’s
commitments under the Exit RCF. The Borrower is also required to pay customary letter of credit and fronting fees.

The Exit Revolving Credit Agreement obligates the Borrower and its restricted subsidiaries to comply with the
following financial maintenance covenants:

o asofthelastdayof each fiscal quarter, the ratio of (a) the Collateral RigValue (as defined in the Exit
Revolving Credit Agreement), to (b) the aggregate outstanding principalamount of all Loans and L/C
Obligations (both as defined in the Exit Revolving Credit Agreement) thereunder (or the Collateral

Coverage Ratio) is not permittedto be lessthan 2.00to 1.00; and

e asofthelastdayof each fiscal quarter, the ratio of (a) the Collateral Rig Value to (b) the sum of (1) the
aggregate outstanding principalamountof all Loansand L/C Obliga tions thereunder, plus (2) the aggregate
outstanding principalamount of the Exit Term Loans, plus (3) the aggregate outstanding principala mount
of the Exit Notes, plus (4) the aggregate outstanding principalamount of the Last Out Incremental Debt (or
the Total Collateral Coverage Ratio) as of the last day of any such fiscal quarter is not permitted to be less
than 1.30t01.00.

The EXit Revolving Credit Agreement contains negative covenants that limit, among other things, the
Borrower’s ability and the ability of its restricted subsidiaries to: (i) incur, assume or guarantee additional
indebtedness; (ii) create, incur orassume liens; (iii) make investments; (iv) merge or consolidate with or into any
other person or undergo certain other fundamental changes; (v) transfer or sell assets; (vi) pay dividends or
distributions on capital stock or redeem or repurchase capital stock; (vii) enter into transactions with certain
affiliates; (viii) repay, redeem oramend certain indebtedness; (ix) sell stock of itssubsidiaries; or (x) enter into
certain burdensomeagreements. These negative covenants aresubject to anumberof important limitations and
exceptions.

Additionally, the Exit Revolving Credit Agreement contains other covenants, representations and warranties
and events of default thatare customary for a financing of this type. Events of default include, amongother things,
nonpayment of principal or interest, breach of covenants, breach of representations and warranties, failure to pay
finaljudgments in excess ofa specified threshold, failure ofa guarantee to remainin effect, failure of a security
documentto createaneffective security interest in collateral, bankruptcy and insolvency events, cross-default to
othermaterialindebtedness, and a change of control. At June 30,2021, we were in compliance with all covenants
under the Exit Revolving Credit Agreement.

We incurred $6.6 million in debt issuance costs and $3.5 million in paid-in-kind upfront fees in connection with
the Exit RCF, which are presentedas a componentof “Otherassets” in ourunaudited Condensed Consolidated
Balance SheetatJune30,2021. Debt issuance costs are amortized asincremental interest expense overthe term of
the Exit RCF on a straight-line basis. At June 30,2021, we had borrowings outstanding of $133.5million under the
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Exit RCF, including $3.5 million in PIK Loans. Current borrowings outstanding under the Exit RCF accrue interest
at5.25% perannum.

At July 30,2021, we had borrowings of $153.5 million outstandingunder the Exit RCF,and we had utilized
$6.1 million for the issuance of letters of credit in replacementof an existing letter of creditatJune30,2021. As of
July 30,2021, approximately $243.9 million was available for borrowings or the issuance of letters of credit under
the Exit RCF, subject to its terms and conditions.

ExitTerm Loan Credit Agreement

The Exit Term Loan Credit Agreement provides fora $100.0 million senior secured term loancredit facility,
scheduledto mature on April22,2027. On the Effective Date, the Borrower utilized the entire $100.0 million under
the Exit Term Loan Credit Facility to refinance a portion of the Predecessor obligations under the prepetition RCF.
The Exit Term Loans outstanding under the Exit Term Loan Credit Facility bear interest ata rate perannum equal to
the applicable margin plus, at the Borrower’s option, either: (i) the reserve-adjusted or LIBOR Rate, subject to a
floorof 1.00% (or LIBOR Rate Term Loans), or (ii) a base rate (or Base Rate Term Loans), subject to a floor of
2.00%, determined as the greatest of (x) the Wells Fargo Prime Rate, (y) the federal funds effective rate plus %2 of
1.00%, and (z) the reserve-adjusted one-month LIBOR Rate plus 1.00%. The margin applicable to LIBOR Rate
Term Loansis,at the Borrower’s option: (i) 6.00%, paid in cash; (ii) 4.00% paid in cashplus anadditional 4.00%
paid in kind; or (iii) 10.00%paid in kind. The margin applicable to BaseRate Term Loans is, at the Borrower’s
option: (i) 5.00%, paid in cash; (ii) 3.50% paid in cashplus an additional 3.50% paid in kind; or (iii) 9.00% paid in
kind. The Exit Term Loans may bevoluntarily prepaid, and the commitments thereunder voluntarily terminated or
reduced, by the Borrower at any time without premium or penalty, other than customary breakage costs. Interest on
LIBOR Rate Term Loans is payable one, two, three, six, or, if agreed by all lenders, twelve months after such
LIBOR Rate Term Loan isdisbursedas, convertedto orcontinuedasa LIBOR Rate Term Loan, asselected by the
Borrower. Interest on Base Rate Term Loans is payable quarterly.

The Exit Term Loan Credit Agreement contains negative covenants that limit, among other things, the
Borrower’s ability and the ability of its restricted subsidiaries to: (i) incur, assume or guarantee additional
indebtedness; (ii) create, incur or assume liens; (iii) make investments; (iv) merge or consolidate with or into any
other person or undergo certain other fundamental changes; (v) transfer or sell assets; (vi) pay dividends or
distributions on capital stock or redeem or repurchase capital stock; (vii) enter into transactions with certain
affiliates; (viii) repay, redeem oramend certain indebtedness; (ix) sell stock of itssubsidiaries; or (x) enter into
certain burdensomeagreements. These negative covenants aresubject to anumberof important limitations and
exceptions.

Additionally, the Exit Term Loan Credit Agreement contains other covenants, representationsand warranties
and events of default thatare customary for a financing of this type. Events of default include,amongother things,
nonpayment of principal or interest, breach of covenants, breach of representations and warranties, failure to pay
finaljudgments in excess ofa specified threshold, failure ofa guarantee to remainin effect, failure of a security
documentto createan effective security interest in collateral, bankruptcy and insolvency events, any material default
under certain material contracts and agreements, cross-default to other material indebtedness, and a change of
control. At June 30,2021, we were in compliance with all covenants under the Exit Term Loan Credit Agreement.

The Exit Term Loans were valuedatpar for fresh start accounting purposes and are presented net of debt
issuancecosts of $1.0 million, which are beingamortized as interest expense over the stated maturity of the loans
usingthe effectiveinterestmethod. At June 30,2021, we had Exit Term Loans outstanding of $100.0 million, which
accrue interest at 7.0% perannum, assuming a six-month LIBOR and cash interest payment option, and had an
effective interest rate of 7.2% perannum.

FirstLien Notes Indenture

On the Effective Date, we entered into the First Lien Notes Indenture and, pursuant to the Backstop Agreement
and in accordance with the Plan, (i) consummated the primary rights offering of the Issuers’ First Lien Notes and
associated New Diamond Common Shares atanaggregate subscription price of approximately $46.9 million, (ii)
closed the delayed draw rights offering of the First Lien Notesandassociated New Diamond Common Sharesat an
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aggregate subscription price of approximately $21.9 million, whichwas committed to but unfunded as of the
Effective Date, (iii) consummated the primary private placement ofthe Issuers’ First Lien Notes and associated New
Diamond Common Shares in an aggregateamount of approximately $28.1 million, (iv) closed the delayed draw
private placementof theIssuers’ First Lien Notes and associated New Diamond Common Shares in an aggregate
amount of approximately $17.8 million, which was committed to but unfundedas of the Effective Date, and (v) paid
asconsiderationto theparticipants in the Backstop Agreementa commitmentpremiuminthe form of additional
First Lien Notes in a principalamount of approximately $10.3million, equalto 9.00% of the aggregate amount of
the committed First Lien Notes (orthe PIK Exit Notes). Exit Notes in the aggregate principal amount of $85.3
million were issued on the Effective Date and willmature on April 22,2027,

Interest onthe First Lien Notes accrues, at theIssuers’ option,atarate of:(1)9.00% per annum, payable in
cash; (ii) 11.00% perannum, with 50% of such interestto be payable in cashand 50% of such interest to be payable
by issuingadditional First Lien Notes (or PIK Notes); or (iii) 13.00% perannum, with the entirety of such interest to
be payable by issuing PIK Notes. The I ssuers shall pay interest semi-annually in arrears on April 30 and October31
of each year, commencing October 31, 2021. Inaddition, the Issuers shallpaya commitmentpremium of 3% per
annum on the aggregate principalamount of undrawn delayed draw First Lien Notes pursuantto the terms of the
First Lien Notes Indenture.

The First Lien Notes Indenture provides for the early redemption of the First Lien Notes by the Issuers as
follows:

o Dbefore October23,2021, allof the First Lien Notes may be redeemed at 101% of the principal amount,
plusaccruedandunpaid interest, if any, to, butexcluding, the redemption date;

e onorafterOctober23,2021and priorto April 22,2023, the First Lien Notes may be redeemed, in
wholeorin part,atanytimeand from timeto time at a redemption price equal to 100% ofthe principal
amount plus the Applicable Premium (as defined in the First Lien Notes Indenture) asof,andaccrued
and unpaid interest, if any, to, butexcluding, theapplicable redemption date;

e onorafterApril22,2023, the First Lien Notes may be redeemed, in whole orin part,atany time and
from time to time atfixed redemption prices (expressed as percentages of the principalamount) plus
accruedandunpaid interest, if any, to, butexcluding, theapplicable redemption date; and

e upona Change of Control (as definedin the First Lien Notes Indenture), the Issuers must offer to
purchase all remaining outstanding First Lien Notes at a redemption price equal to 101% of the
principalamount, plus accruedand unpaid interest, if any, to, but excluding, the applicable redemption
date, within 30 days of such Change of Control.

The First Lien Notes Indenture contains covenants that limit, among other things, the ability of the Company
and certain of its subsidiaries to: (i) incur, assume or guarantee additional indebtedness; (ii) pay dividends or
distributions oncapital stock or redeem or repurchase capital stock; (iii) make investments; (iv) repay or redeem
junior debt; (v) sell stock of its subsidiaries; (vi) transfer or sell assets; (vii) enter into sale and leaseback
transactions; (viii) create, incur or assume liens; or (ix) enter into transactions with certain affiliates. These
covenantsaresubject to a numberof importantlimitations and exceptions.

The First Lien Notes Indenture also provides for certain customary events of default, including, among other
things, nonpayment of principal or interest, breach of covenants, failure to pay final judgments in excess of a
specified threshold, failure of a guarantee to remain in effect, failure of a security document to create an effective
security interest in collateral, bankruptcy and insolvency events, and cross acceleration, which would permit the
principal, premium, if any, interest and other monetary obligations on all the then outstanding First Lien Notestobe
declared due and payable immediately. At June 30, 2021, we were in compliance with all covenants underthe First
Lien Notes Indenture.

The Exit Noteswere valued ata 101% of par value for fresh start accounting purposes and are presentednet of

debtissuance costs of $2.5 million, which are beingamortized as interest expense over the stated maturity of the
notes usingthe effective interest method. At June 30,2021, we had Exit Notes outstanding aggregating $85.3
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million, which accrue interest at 9.0% perannum, assuminga cash interest payment option,and had an effective
interest rate 0f9.7%perannum.

11. Commitments and Contingencies

Various claims havebeenfiled againstus in the ordinary course of business, including claims by offshore
workers alleging personal injuries. With respect to each claim or exposure, we have made an assessment, in
accordancewith GAAP, of the probability that the resolution of the matter would ultimately resultina loss. When
we determine that an unfavorable resolution of a matter is probable and suchamount of loss can bedetermined, we
record a liability forthe amountof theestimated loss at the time that both of thesecriteria are met. Our management
believes that we haverecorded adequate accruals forany liabilities thatmay reasonably be expected toresult from
these claims.

Asbestos Litigation

We are one of several unrelated defendants in lawsuits filed in Louisiana state courts allegingthat defendants
manufactured, distributed or utilized drilling mud containing asbestos and, in our case, allowedsuchdrillingmud to
have been utilized aboard our 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
ceasedbeforewe acquiredany ofthedrilling rigs addressed in these lawsuits. We believe that we are notliable for
the damages asserted in the lawsuits pursuantto theterms of our 1989 asset purchase agreement with Diamond M
Corporation. We are unable to estimate our potential exposure, if any, to these lawsuits at this time but do not
believe that our ultimate liability, if any, resulting from this litigation willhave a material effecton our consolidated
financial condition, results of operations or cash flows.

Non-Income Tax and Related Claims

We have received assessments relatedto, or otherwise have exposure to, non-incometax itemssuch as sales-
and-use tax, value-added tax, ad valorem tax, custom duties, and other similar taxes in various taxing jurisdictions.
We have determined that we have a probable loss for these taxes and the related penalties and interest and,
accordingly, have recorded a $15.3 million and $13.5million liability at June 30,2021 and December 31, 2020,
respectively. We intend to defend these matters vigorously; however, the ultimate outcome of these assessments and
exposures could result in additional taxes, interest and penalties for which the fully assessed amounts would have a
material adverseeffect on our consolidated financial condition, results of operations or cashflows. I n addition, to
defendagainst theseassessments through allapplicable proceedings, includingany necessary judicial appeals, we
could be required topostappeal bonds or other forms of guarantees, some of which may require cashcollateral for
up to the fullamount of the guarantees. If we are required to post cash collateral to support any such guarantees, we
intend to utilize a combination of cash onhand and availability under our Exit Revolving Credit Agreement, which
could have amaterial adverse effecton our liquidity.

Other Litigation

We have beennamed in various other claims, lawsuits or threatened actions that are incidental to the
ordinary courseof our business, includinga claim by one of our customers in Brazil, Petréleo Brasileiro S.A. (or
Petrobras) that it will seek to recover from its contractors, including us, any taxes, penalties, interestand feesthat it
must pay tothe Brazilian tax authorities for ourapplicable portion of withholding taxes related to Petrobras’ charter
agreements with its contractors. We intend to defend these matters vigorously; however, litigation is inherently
unpredictable, and the ultimate outcome or effectof any claim, lawsuit or action cannot be predicted with certainty.
As aresult, there canbe no assurance asto theultimate outcome of any litigation matter. Any claims against us,
whether meritorious or not, could cause us to incur significantcosts and expenses and require significant amounts of
management and operational time and resources. In theopinion of our management, no such pending or known
threatened claims, actions or proceedings against us are expected to have a material adverse effect on our
consolidated financial condition, results of operations or cash flows.

Personal Injury Claims

Underour primary insurance policies, our deductibles for marineliability insurance coverage with respect to
personalinjury claims, which primarily result from Jones Act liability in the U.S. Gulf of Mexico,are $5.0 million
forthe first occurrence and vary in amounts ranging between $5.0 million and, if aggregateclaims exceed certain
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thresholds, up to $100.0 million for each subsequentoccurrence, depending on the nature, severity and frequency of
claimsthat might arise duringthe policy year.

The Jones Act isa federal law that permits seamen to seek compensation for certaininjuriesduringthe course
of theiremploymenton avesseland governstheliability of vessel operators and marineemployers for the work -
related injury ordeath ofanemployee. We engage outside consultants to assist us in estimating our aggregate
liability for personalinjury claims based onour historical lossesand utilizing various actuarial models. We allocate
a portion ofthe aggregate liability to “Accrued liabilities” based on an estimate of claims expected to be paid within
the next twelve months with the residual recorded as “Other liabilities.” At June 30,2021 our estimated liability for
personal injury claims was $14.7 million, of which $5.2 million and $9.5 million were recorded in “Accrued
liabilities” and “Other liabilities,” respectively, in our unaudited Condensed Consolidated Balance Sheets. At
December 31,2020 ourestimated liability for personalinjury claims was $14.7 million, of which$5.9million and
$8.8 million were recordedin “Accrued liabilities” and “Other liabilities,” respectively, in our Consolidated Balance
Sheets. The eventual settlementoradjudication of these claims could differ materially from our estimated amounts
due to uncertaintiessuchas:

«  theseverity andvolume of personalinjuries claimed;

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

«  therisksand lackof predictability inherent in personal injury litigation.

Letters of Credit and Other

We were contingently liable as of June 30, 2021 in the aggregate amount of $26.9 million under certain
customs, performance, taxand VAT bonds and letters of credit. Agreements relating to approximately $20.8 million
of these tax and customs bonds canrequire collateral at any time, while the remaining agreements, aggregating $6.1
million, cannot require collateral except in events of default. AtJune 30,2021, we had made aggregate collateral
deposits of $19.6 million with respect to other bonds and letters of credit, includinga $6.0 million financial letter of
credit, which was issued in 2020 under the prepetition RCF in support ofa previously issuedsurety bond and was
drawn on by the beneficiary in January 2021, converted to an adjusted base rate loanunder the prepetitionRCF and
then paid down as part of the settlement of the debt at emergence. These deposits were recorded in “Prepaid
expenses and other current assets” in our unaudited Condensed Consolidated Balance Sheets at June 30, 2021.

12. Leasesand Lease Commitments

On March 31,2021, we signed an amendment to our long-term operating leaseagreement for BOP andrelated
well controlequipment (or Well Control Equipment) on our four drillships, which became effective onthe Effective
Date. The generalterms of the leasewere unchanged, including the stipulated cost perdayand available renewal
options, however, a ceilingwas added to a previously unpriced purchase option at the endof the original 10-year
lease term.

Thisamendment is considered a lease modification effective on April 23,2021, whereby we were required to
reassess lease classification and remeasure the corresponding ROU assetand leaseliability . Due to the purchase
option ceiling provision included in the amendment, we now believe that we are reasonably certainto exercise the
purchase option at the end of the original leaseterm. Therefore, we have changedthe lease classification from an
operating leaseto a finance lease and remeasured theright-of-useasset and lease liability to include the estimated
purchase option price ofthe Well Control Equipment.

At the date of the modification, we hadan aggregate prepaid rent balance attributable to the original sale and
lease back transaction for the Well Control Equipment of $8.4 million, which was previously recorded within the
operating leaseright-of-use asset within “Otherassets” in our Consolidated Balance Sheets. This balance was
written off in connectionwith fresh start accountingatthe Effective Date.
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We have used our incremental borrowing rateto discount the future lease payments for these financeleases as
the rate implicit in the leases is not readily determinable. The incremental borrowing ratewas determinedbased on
the secured borrowing rates negotiated in relationto our reorganizationandthe valuations received for our new debt.

Components of expenseattributable to these finance leases are as follows (in thousands):

Successor
Period from April
24
through June 30,
2021
Finance lease cost:

Amortization of ROU assets $ 3,318
Interest on lease liabilities 2,152
Total $ 5470

Supplemental information related to thefinanceleases is as follows (in thousands, exce pt weighted -average
data):

Successor
Period from April 24
through June 30,
2021

Finance Leases:

Operating cashflows used $ 2,152

Financingcash flows used 2,240

ROU assets obtained in exchange for lease liabilities 174,571

Weighted-average remaining lease term 4.94 years

Weighted-average discountrate 6.72%

Maturities of thefinance leaseliabilitiesas of June 30, 2021 areas follows (in thousands):
2021 (excludingsix months ended June 30, 2021) $ 13,248
2022 26,280
2023 26,280
2024 26,352
2025 26,280
2026 96,430
Thereafter -
Totallease payments 214,870
Less: interest (43,043)
Total lease liability $ 171,827

Additionally, duringthe period from April 24 through June 30,2021, we commenced various new operating
leases associated with an integrated services agreementwith one of our customers under which we lease requested
equipment for the duration ofthe drilling contract. Asa result, we recorded approximately $13 million of ROU
assetsand offsetting lease liabilities during the period for the leased equipment whichhaveanestimated lease term
of approximately 17 months.
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Amounts recognizedin our unaudited Condensed Consolidated Balance Sheets for both our operating and
finance leasesare as follows:

Successor Predecessor
June 30, December 31,
2021 2020
Operating Leases:
Otherassets $ 44727 | $ 154,79
Accrued liabilities (16,267) (5,072)
Other liabilities (28,545) (23,476)
Liabilities subjectto compromise @ — (112,646)
Finance Leases:
Drilling and other property and equipment, net of accumulated
depreciation 171,253 —
Current finance lease liabilities (15,338) —
Noncurrent finance lease liabilities (156,489) —

@ Balanceat December 31,2020 included current and noncurrent operating lease liabilities of $16.7 million
and $95.9 million, respectively.

13.Income Taxes

Upon emergence from the Chapter 11 Cases, we recognized Cancellation of Debt Income (or CODI). The
Internal Revenue Code providesthata debtor in a Chapter 11 bankruptcy case may exclude CODI from taxable
income but mustreduce certain tax attributes. The estimated amountof CODI is $1,266.0 million, which is expected
to be fully offset by a decrease in net operating losses and tax basis in assets. The actual reductionin tax attributes
doesnotoccuruntilthe end ofthe calendaryearand isexpected to be fully offset by a corresponding decrease in
valuation allowance.

As a result of the emergence from bankruptcy, the Company experienced an ownership change under Section
382 of the Internal Revenue Code, which is expectedto result in future annual limitations onthe usage of any
remaining U.S. outstanding tax attributes.

On September 3, 2019, the Swiss federal government, along with the Canton of Zug, enacted tax legislation,
which we referto as Swiss Tax Reform, effective January 1,2020. At the time Swiss Tax Reform was enacted,
uncertainty with regard to the tax basis of depreciable property led us to record a $187.0 million reserve for
uncertain tax positions. Further clarification has been provided by the Swiss tax authorities such thatwe reversed the
aforementioned reserve for uncertain tax positions during the period from April 1 through April 23,2021. The
reversalwas offset bya corresponding increase in valuation allowance.

14. Segments and Geographic Area Analysis

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

Our drilling rigs are highly mobile and may be moved to other markets throughout the world in response to
market conditions or customer needs. At June 30,2021, ouractive drilling rigs were located offshore four countries
in additionto the United States. Revenues by geographic area are presented by attributing revenues to the individual
countrywhere theservices were performed.
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The followingtables provide information about disaggregated revenue by country (in thousands):

Successor
Period from April 24, 2021 through June 30, 2021
Total Revenues
Contract Related to
Drilling Reimbursable
Revenues Expenses Total
United States 50,777 $ 8,723 $ 59,500
Australia 23,949 5,280 29,229
United Kingdom 12,915 953 13,868
Myanmar 7,168 1,922 9,090
Brazil 3,224 — 3,224
Total 98,033 $ 16,878 $ 114911
Predecessor
Period from April 1, 2021 through April 23, 2021
Total Revenues
Contract Related to
Drilling Reimbursable
Revenues Expenses Total
United States 19,171 $ 1,055 $ 20,226
Australia 5,357 1,543 6,900
United Kingdom 3,876 350 4,226
Myanmar 2,407 803 3,210
Brazil — — —
Total 30,811 % 3,751 $ 34,562
Predecessor
Period from January 1, 2021 through April 23, 2021
Total Revenues
Contract Related to
Drilling Reimbursable
Revenues EXxpenses Total
United States 93,215 $ 7,048 $ 100,263
United Kingdom 27,967 2,300 30,267
Australia 17,031 4,697 21,728
Myanmar 11,730 1,970 13,700
Brazil 3,421 — 3,421
Total 153,364 $ 16,015 $ 169,379
Predecessor
Three Months Ended June 30, 2020
Total Revenues
Contract Related to
Drilling Reimbursable
Revenues Expenses Total
United States 82,154 $ 3284 $ 85,438
Brazil 56,968 14 56,982
United Kingdom 29,173 1,633 30,806
Australia 16,195 3,283 19,478
Malaysia 9 4,147 1,352 5,499
Total 188,637 $ 9566 $ 198,203
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Predecessor
Six Months Ended June 30, 2020

Total Revenues
Contract Related to
Drilling Reimbursable
Revenues Expenses Total
United States $ 187,054 $ 6,427 $ 193,481
Brazil 120,147 (39) 120,108
United Kingdom 61,772 4,878 66,650
Australia 33,383 8,112 41,495
Malaysia ® 4,147 1,492 5,639
Total $ 406,503 $ 20870 $ 427,373

@ Revenue earned by the Ocean Monarch during a standby period in Malaysia while awaiting
clearanceto begin operations in Myanmar waters.
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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 condensed consolidated financial
statements (includingthe notes thereto) includedin Item 1 of Part | ofthis report, Item 1A, “Risk Factors”included
in Part 11 of thisreport andItem 1A, “Risk Factors” included in our Annual Report on Form 10-K forthe yearended
December 31,2020. References to “Diamond Offshore,”““we,” “us” or “our” mean Diamond Offshore Drilling, Inc.,
a Delaware corporation, and its subsidiaries.

We providecontract drilling services to the energy industry around the globe with a fleet of 12 floater rigs (four
drillships and eight semisubmersibles). The Ocean Valor is being marketed for sale and has been excluded from our
currentrigfleet. See “— Market Overview.”

Bankruptcy Filing

As previously disclosed, on April 26,2020, Diamond Offshore Drilling, Inc. (orthe Company) and certain of its
direct and indirect subsidiaries (which we refer to, together with the Company, as the Debtors) commenced
voluntary cases (orthe Chapter 11 Cases) forrelief underchapter 11 (or Chapter 11) of title 11 of the United States
Code in the United States Bankruptcy Court for the Southern District of Texas (or the Bankruptcy Court). On
January 22,2021, the Debtors entered into a Plan Support Agreement (orthe PSA),among the Debtors, certain
holders of the Company’s then-existing 5.70% Senior Notes due 2039, 3.45% Senior Notes due 2023, 4.875%
Senior Notes due 2043 and 7.875% Senior Notes due 2025 (or collectively, theSenior Notes) party thereto and
certain holders of claims (or collectively, the RCF Claims) under the Company’s then-existing $950.0 million
syndicated revolving credit facility (or RCF). Concurrently, the Debtors entered into the Backstop Agreement (as
defined in the PSA) with certain holders of Senior Notes and entered into the Commitment Letter (asdefinedin the
PSA) with certain holders of RCF Claims to provide exit financing upon emergence from bankruptcy.

The Debtorsfiled a joint Chapter 11 planof reorganization with the Bankruptcy Courton January 22, 2021,
which was subsequently amended on February 24,2021 and February 26,2021 (orthe Plan). On March23, 2021,
the Debtorsfiled the plan supplement for the Plan with the Bankruptcy Court, which was subsequently amended on
April 6,2021 and April 22,2021 (orthe Plan Supplement).

On April 8,2021, the Bankruptcy Court enteredanorder confirmingthePlan (orthe ConfirmationOrder). On
April 23,2021 (orthe Effective Date), all conditions precedent to the Plan were satisfied, the Plan became effective
in accordancewith itsterms, and the Debtors emerged from Chapter 11 reorganization.

See Note 2 “Chapter 11 Proceedings” and Note 10 “Prepetition Revolving Credit Facility, Senior Notes and
Exit Debt” to our unaudited condensed consolidated financial statements includedin Item 1 of Part | of this report
and “— Liquidity and Capital Resources.”

Fresh Start Accounting

Upon emergence from bankruptcy, we met the criteria and were required to adopt fresh startaccounting in
accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 852,
Reorganizations (or ASC 852), which on the Effective Date resulted in a newentity, the Successor, for financial
reporting purposes, with no beginning retained earnings or deficit as of the fresh startreporting date. The criteria
requiring fresh start accounting are: (i) the holders of the then-existing voting shares of the Predecessor (or legacy
entity prior to the Effective Date) received less than 50 percent of the new voting shares of the Successor
outstanding upon emergence from bankruptcy, and (ii) the reorganization value of the Company’s assets
immediately priorto confirmation of the Plan was lessthanthetotal of all post-petition liabilities and allowed
claims.

Fresh start accounting requires that new fair values be established forthe Company’sassets, liabilities, and
equity as of the date of emergence from bankruptcy on April 23, 2021. The Effective Date fair values of the
Successor’s assets and liabilities differ materially from theirrecorded values as reflected onthe historical balance
sheets of the Predecessor. In addition, asa result of theapplicationof fresh startaccountingandthe effects of the
implementation ofthe Plan, thefinancial statements forthe periodafter April 23,2021 willnot be comparable with
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the financial statements prior to and including April 23,2021. References to “Successor” refer to the Company and
its financial position and results of operations after the Effective Date (or from April 24 to June 30, 2021).

References to “Predecessor’refer to the Company and its financial position and results of operations on or before
the Effective Date (or from January 1 to April 23,2021).

Recent Developments

On August 3,2021, the Company announced that its board of directors (or Board) has appointed an independent
committee, supported by management, to explore strategic alternativesto maximize shareholder value. These
alternatives may include, among other things, continuing as a standalone public company, pursuing asset
acquisitions or entering into a business combination with a strategic partner. In connection with the review,
Goldman Sachs & Co. LLC hasbeen retainedas financialadvisorand Milbank LLP has been retained as legal
advisor. The Company has notset a formal timetable for this exploration, nor has it made any decisions related to
strategic alternatives atthistime. There isno assurance that theprocesswill resultin a transaction or any other
specific outcome. The Company does not expectto makeadditional public comment regarding these matters until
the Board approves a specific action or otherwise concludes the process.

Market Overview

The offshore contract drilling market continues to be challenged by an oversupply of rigs and continued
depressed, although improved, commodity prices. The global COVID-19 outbreak that commenced in 2020 and
resulting measures tomitigatethe spread of the virus, including government-imposed lockdowns, restrictions and
travelbans, contributed to a dramatic fallin demandfor oilthathas had continuing impact into 2021. The modest
success of COVID-19 restrictions and mitigation protocols in slowing the spread of the virus and the ongoing
distribution of vaccinesto combat COVID-19 haveresulted in the easing of lockdownsand restrictions in some
areas,aswellasa gradualincrease in demand for oil.

Commodity prices have risen modestly since the start of 2021. As of the date of this report, the price for Brent
crude oilhad risen to the high-$60-per-barrel range, bolstered by recent commitmentsby OPEC+ to maintain its
conservativesupply program. Additionally, recentoil prices have beenfavorably impacted by increased “summer”
demand asthe travel industry recovers from COVID-19 related shutdowns. However, some industry analysts
predict that downward pressureon oil prices will persistin 2021 due to pressureon demand as concerns related to
COVID-19 linger orworsen due to the emergence of variants to the virus and shortfalls in vaccination goals in many
parts of the world. Some industry analysts also predict that oil demand recovery/growth could be slowed by
increasing fuel efficiency standards and decarbonization efforts. As a result, depressed commodity prices could
continue fortheforeseeable future.

At the end of the second quarter of 2021, based on industry reports, global floater contracted utilization was
approximately 64%with 127 of 197 available rigs contracted. In addition, industry analysts report that 24 floater
rigs remain on order, with only a single floater delivery having occurred since 2019 due to owner-negotiated
delivery deferrals. Four on-order rigs are scheduled for delivery in the second half of 2021, and elevenand nineon-
order floatersarescheduled for deliveryin 2023and 2024, respectively. Contractingactivity and dayrates have
marginally increased in 2021, and someindustry analysts predict that warm-stacked rigs may be reactivatedto meet
the emerging demand. However, the majority of contractterms remain relatively short in duration.

See “— ContractDrilling Backlog” for future commitments of our rigs during2021 through 2024.

ContractDrilling Backlog

Our contract drillingbacklog, as presented below, includes only firm commitments (typically represented by
signed contracts) andis calculated by multiplying the contracted operating dayrate by thefirm contract period. The
contractperiodis based on the number of stated days for fixed-term contractsoran estimated duration (in days) for
contracts based ona fixed number of wells. Our calculationalso assumes full utilization of ourdrilling equipment
forthe contractperiod (excluding scheduled shipyardand survey days); however,the amount of actual revenue
earnedand the actual periods duringwhich revenues are earned willbe different than the amounts and periods
shown in the tables below due to various factors. Our utilization rates, which generally have approached 92-98%
during contracted periods, canbe adversely impacted by downtime dueto various operating factors including effects
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of COVID-19 andefforts to mitigate the spread of the virus, weather conditions and unscheduled repairs and
maintenance. Contract drilling backlogexcludes revenues for mobilization, demobilization, contract preparationand
customer reimbursables. No revenue is generally earned during periods of downtime for regulatory surveys.
Changes in our contractdrilling backlog between periods are generally a function of the performance of work on
term contracts, aswellas the extension or modification of existing term contracts and the execution of additional
contracts. In addition, under certain circumstances, our customers may seek to terminate or renegotiate our contracts,
which could adversely affectourreported backlog.

The backlog information presented below does not, norisit intended to, align with the disclosures related to
revenue expectedto be recognized in the future related to unsatisfied performance obligations, which are presented
in Note 4 “Revenue from Contracts with Customers” to our unaudited condensed consolidated financial state ments
included in Item 1 of Part | of this report. Contract drilling backlog includes only future dayrate revenue as
described above, while the disclosure in Note 4 “Revenue from Contracts with Customers” excludes dayrate revenue
and reflects expected future revenue for mobilization, demobilization and capital modificationsto our rigs, which
are related to non-distinct promises within our signed contracts. See “— Important Factors That May Impact Our
Operating Results, Financial Condition or Cash Flows.”

The followingtable reflects our contract drillingbacklogas of July 1,2021 (and does not includeany contracts
signed afterJuly 1,2021 butpriorto the date of thisreport), January 1, 2021 (the datereported in our Annual Report
on Form 10-K forthe yearended December 31,2020),and July 1,2020 (thedatereportedin our Quarterly Report
on Form 10-Qforthe quarterended June 30, 2020) (in millions).

July 1, January 1, July 1,
2021 @ 2021 @ 2020 @
ContractDrilling Backlog $ 1,073 $ 1,187 $ 1192

@) Contractdrillingbacklogasof July 1,2021, January 1,2021andJuly 1,2020excludes future commitment
amounts totaling approximately $47.0 million, $75.0 million and $100.0 million, respectively, payable by a
customer in the form ofa guarantee of gross margin to be earned on future contracts or by direct payment,
pursuantto terms ofanexisting contract.

The followingtable reflects the amount of revenue related to our contract drilling backlog by yearasof July 1,
2021 (in millions).

For the Years Ending December 31,

Total 2021 © 2022 2023 2024
Contract Drilling Backlog $ 1073 $ 370 $ 529 $ 169 $ 5

(@ Represents thesix-month period beginning July 1,2021.

@  Contractdrillingbacklogasof July 1,2021 excludes a future gross margin commitment of approximately $47.0
million forthe three-year period ending December 31, 2023. Thisamount is payable by a customer in the form
of a guarantee of gross margin to be earned on future contracts or by directpaymentat the end of the three-year
period, pursuantto terms of an existing contract.

The followingtable reflects the percentage of rigdays peryear committedasofJuly 1,2021. The percentage of
rig days committed is calculated as the ratio of total days committed under contracts, as wellas scheduled shipyard,
survey and mobilization days for allrigs in our fleet, to totalavailable days (number of rigs, including cold-stacked
rigs, multiplied by the numberofdaysin a particular year).

For the Years Ending December 31,

2021 ® 2022 2023 2024
Percentage of Rig Days Committed 77% 53% 15% 0%

@ Representsthesix-monthperiod beginning July 1,2021.
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@  Asofluly1,2021,includesapproximately 30 rigdaysand85 rigdays currently known and scheduled for
contract preparation, mobilization ofrigs, surveys andextended repairand maintenance projects for the second
half of 2021andfortheyear 2022, respectively.

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

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

With respect to protecting our crews and, thus, our rig operations, we have adopted COVID-19 testing
requirements based on the regions in which ourrigs are operating that primarily require testing of all personnel prior
to an offshore rotation or travel fromthe U.S. to an international location. Additionally, for most of our rigs we have
implemented the following health protocols:

self-isolationof our crew with only immediate family members priorto reporting for crew change;
decreased crew change frequency to minimize the frequency of travelandturnover of crew;

twice daily temperature checks;

eliminated large group meetings;

reduced seating capacity in galley for social distancing;

eliminated self-servicing of food;

increased frequency of disinfectantcleaning in communalareas on therig; and

reduced number of personnelin elevators to a maximum of four.

Regulatory Surveys and Planned Downtime. We perform certain regulatory inspections, which we referto as a
specialsurvey, thatare due every fiveyears for most of ourrigs, and the inspectioninterval for our North Sea rigs is
two-and-one-half years. Our operatingincomeis negatively impacted whenwe perform these required regulatory
surveys dueto planned downtime during the inspection period. Our operatingincome isalso reduced by planned
downtime for upgrades, contract preparation and mobilization of rigs; however, in some cases, we may be
compensated for all or a portion of this downtime. During the second half of 2021, we expect to spend
approximately 30 days of planned downtime, includingapproximately 10 days for mobilization and contract
preparationactivities for the Ocean BlackRhino and approximately 20 daysto complete anintermediate survey for
the Ocean Patriot. We can provide no assuranceas to theexact timingand/or duration of downtime associated with
regulatory inspections, upgrades, contract preparation, rig mobilizations and other shipyard projects. See “ —
ContractDrilling Backlog.”

Physical Damage and Marine Liability Insurance. We are self-insured for physical damage to rigs and
equipment caused by named windstorms in the U.S. Gulf of Mexico, as defined by therelevant insurance policy. Ifa
namedwindstormin the U.S. Gulf of Mexico causes significantdamage to ourrigs orequipment, it could have a
material adverse effect on our financial condition, results of operations and cash flows. Under our currentinsurance
policy, we carry physical damage insurance for certain losses other than those caused by named windstormsin the U.S.
Gulf of Mexico for which our deductible for physical damage is $10.0 million per occurrence. We may retain loss-o f-
hire insurance policies from timetotimeto cover certain rigs.

Inaddition, we carry marine liability insurance covering certain legal liabilities, including coverage forcertain
personalinjury claims, and generally covering liabilities arising out of or relating to pollutionand/or environmental
risk. We believe that the policy limit for our marineliability insuranceis within the range that is customary for
companies of oursize in the offshoredrilling industry and isappropriateforourbusiness. Under these policies,
which renewed effective May 1,2021, our deductibles for marine liability are $5.0 million for the first occurrence
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and vary in amounts ranging between $5.0 million and, if aggregate claims exceed certain thresholds, up to $100.0
million foreach subsequent occurrence, depending on the nature, severity and frequency of claims that might arise
duringthe policy year.

Critical Accounting Policies

Our significantaccounting policies are discussed in Note 1 “General Information” of ournotesto the audited
consolidated financial statements included in our Annual Report on Form 10-K forthe year ended December 31,
2020, except as described below.

Upon emergence from Chapter 11 bankruptcy, the Company adopted fresh start accounting in accordance with
provisions of ASC 852, which resulted in the Company becominga new entity for financial reporting purposes on the
Effective Date. Fresh startaccounting requires that new fair values be established for our assets, liabilities, and
equity asofthe date of emergence from bankruptcy on April 23,2021. See Note 3 "Fresh Start Accounting™ to our
unaudited condensed consolidated financial statements included in Item 1 of Part | of this report for further information
on the impactof fresh start accounting on our unaudited condensed consolidated financial statements.
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Results of Operations

Our operatingresults for contract drilling services are dependent on three primary metrics or key performance
indicators: revenue-earning (or R-E) days, rig utilizationandaverage daily revenue. The following table presents
these three key performance indicators and other comparative data relating to our revenues and operating expenses for
the periods from April 24 through June 30,2021 and April 1 through April 23,2021 and the three months ended
June 30,2020 (in thousands, except days, daily amounts and percentages).

Results for the periods from April 24 through June 30, 2021 and April 1 through April 23, 2021 and the three
months ended June 30, 2020.

Successor Predecessor
Period from Period From
April 24 April 1 Three Months
through June through April Ended
30, | 23, June 30,
2021 2021 2020
REVENUE-EARNING DAYS® 498 144 820
UTILIZATION® 61% 52% 60%
AVERAGE DAILY REVENUE ® $ 197,000 |$ 2135500 $ 230,100
CONTRACT DRILLING REVENUE $ 98033 |$ 30811 $ 188,637
REVENUE RELATED TO REIMBURSABLE
EXPENSES 16,878 3,751 9,566
TOTAL REVENUES $ 114911 |$ 34562 $ 198,203
CONTRACT DRILLING EXPENSE, EXCLUDING
DEPRECIATION $ 90,711 |$ 40,053 $ 165,943
REIMBURSABLE EXPENSES $ 16572 |$ 3640 $ 8,307
OPERATING LOSS
Contractdrillingservices, net $ 7322 |$ (9,242) $ 22,694
Reimbursable expenses, net 306 111 1,259
Depreciation (18,735) (18,132) (74,835)
Generaland administrative expense (16,217) (2,670) (15,701)
Restructuringand separation costs — — (17,119)
Gain on disposition of assets 176 85 220
Total Operating Loss $ (27,148) |$ (29,848) $ (83,482)
Otherincome (expense):
Interestincome 1 — 108
Interest expense, net of amounts capitalized (7,097) (2,265) (10,333)
Foreign currency transaction loss (914) (797) (1,004)
Reorganizationitems, net (5,538) (1,604 512) (53,977)
Other, net 10,706 (90) (81)
Loss before income tax (expense) benefit (29,990) (1,637 512) (148,769)
Income tax (expense) benefit (17,303) 37,204 3,949
NET LOSS $ (47,293) | $(1,600,308) $ (144,820)
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@ AnR-E day isdefinedasa 24-hour period duringwhich a rigearns a dayrate after commencementof operations
and excludes mobilization, demobilization and contract preparation days.

@ Utilization is calculated as the ratio of total R-E days divided by the total calendar days in the period for all
specified rigsin our fleet (including cold-stacked rigs).

®  Average daily revenueis defined astotal contract drilling revenuefor all of the rigs in our fleet per R-E day.

ContractDrilling Revenue. For the period from April 24 through June 30,2021, we earned contract drilling
revenue of $114.9 million attributable to 498 R-E days and average daily revenue 0f$197,000. Seven of our ten
currently contracted rigs operated at nearly full utilization for the period, including the Ocean Apex, which
commenced a new contract in early May 2021. Total utilization for the period was 61%, reflectinganaggregate 122
daysof planned downtimefor the Ocean Courage and Ocean BlackRhino, which were in the shipyard preparingfor
upcoming contracts thatcommenced in mid-Juneand July, respectively, and 35 days of downtime for the Ocean
Endeavor due to an inspectionand repairs. In connectionwith fresh start accounting, we wrote off deferred revenue
balances atthe Effective Date, resulting in lower average daily revenue, comparedto previous periods. Prior to fresh
start accounting, suchamountswould have been amortized into income over the respective contractterms. During the
period, we recognized $0.2 million of contractdrilling revenue in relationto a managementandmarketing services
arrangement thatcommenced in May 2021, for whichwe also recognized gross reimbursable revenue and expenses
of $5.2 million.

Duringthe period from April 1 through April 23,2021, we earned contractdrilling revenue of $34.6 million
attributableto 144 R-E days and average daily revenue of $213,500. Six of our ten currently contracted rigs
operatedatfull utilization for the period, and three rigs were preparingforupcoming contracts throughout the
period. Additionally, the Ocean Endeavor had 16 days of downtime foran inspectionandrepairs. The declinein
average daily revenue earned during the period, compared to the previous period, is primarily attributable to a lower
dayrate earned by the Ocean BlackHawk asa result of renegotiating its long-term contract in mid-2020 in exchange for
extendedtermonthe contract.

Contractdrilling revenue for the three months ended June 30, 2020 was $198.2 million attributable to 820 R-E
days and average daily revenue of $230,100. Eight of our rigs operated at full utilization during the period,
includingthe Ocean Valor, which completed its contract in the second half of 2020. The OceanOnyx and Ocean
BlackLion were in the shipyard throughoutthe second quarter of 2020 preparing for upcoming contracts, and both
the Ocean BlackRhino and Ocean Valiant completed contracts in May 2020 and were warm stacked for the
remainder of the period.

Contract Drilling Expense, Excluding Depreciation. Contract drilling expense, excluding depreciation, was $90.7
million forthe period from April 24 through June 30, 2021, reflecting lower costs compared to the prior periods
presented for laborand personnel, equipmentrentals and shorebase costs and overhead. Results forthe period also
reflect loweramortized deferred contract preparation and mobilization costs due to the write off of previously deferred
expenses in connection with fresh startaccounting. The reductionin equipment rental cost in the Successor period
reflects the impactof a lease modification relating to blowout preventer and related well control equipment (or Well
Control Equipment) on our drillships. Due to a modification of the lease agreements on the Effective Date, the
leasesare now considered finance leases. The resulting change in lease classificationresultedin a decrease in rent
expense of approximately $2.2 million per month. Offsetting these reductions were elevated repairs and
maintenance costs primarily dueto repairs for the Ocean Endeavor and other shipyard projects during the period.

Duringthe period from April 1 through April 23,2021, contractdrilling expense, excluding depreciation, was
$40.1 million, reflecting lower payroll and benefits costs compared to the 2020 period resulting from the cold stacking

of rigs, offsetby higher repairs and maintenance, primarily related to repairs for the Ocean Endeavor.

Contractdrilling expense, excluding depreciation, for thethreemonthsended June 30, 2020 totaled $165.9
million, comprised primarily of payroll and benefits costs ($68.8 million), rig repairs and maintenance ($24.7
million), equipmentrentals ($21.6 million), shorebase costs and overhead ($15.3 million), amortization ofdeferred

contractpreparationand mobilization costs ($5.7 million) and other costs ($29.8 million).
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Depreciation Expense. Depreciation expense for the periods from April 24 through June 30,2021 and April 1
through April 23,2021 and the three months ended June 30,2020was $18.7 million, $18.1 million and $74.8
million, respectively. The decline in depreciation from theearliest year presented is the result of a lower depreciable
asset base due to assetimpairments recognized during2020 and 2021, aswell the fairvalueremeasurement of our
rigs and equipment due to theapplication of fresh startaccountingon the Effective Date. See Note 3 “Fresh Start
Accounting” to our unaudited condensed consolidated financial statements includedin Item 1 of Part | of this report.

Restructuring and Separation Costs. During the three months ended June 30, 2020, we incurred $7.4 million in
legaland other professional advisor fees in connection with the consideration of restructuringalternatives, including
the preparationfor filing of the Chapter 11 Cases and related matters. Also, duringthe second quarter of 2020, we
initiated a planto reduce the number of employees in our world-wide organizationin an effort to restructure our
business operations and lower operating costs. Asa result of thisinitiative, we incurred costs of $9.7 million during
the second quarter of 2020, primarily for severanceand related costs associated with a reduction in personnelin our
corporate offices, warehouse facilitiesand certain of our international shorebase locations.

Interest Expense. Duringthe period from April 24 through June 30,2021, we recognized interest expense of
$4.9 million relatedto new debt onthe Effective Date. Additionally, duringthe Successor period, we recognized
incremental interest expenseof $2.2 million asaresult of thechange in classification of our leases of Well Control
Equipment from operating leases to finance leases on the Effective Date.

Upon filingthe Chapter 11 Cases on April 26,2020, we ceasedaccruinginterestexpense on the Senior Notes
and borrowings under the RCF. However, due to provisions in the PSA signed in January 2021, we resumed
recognizinginterest on our outstanding borrowings under the RCF and therefore accrued interest expense of $2.3
million forthe period from April 1,2021 through April23,2021.

Duringthe three months ended June 30,2020, we recognized interestexpense relatingto the SeniorNotes and
RCFof $8.3 million and $2.0 million, respectively, forthe 26 days priorto our Chapter 11 petition date.

Other, Net. Duringthe period from April 24 through June 30, 2021, we recognizeda $10.8 million settlement
related to a patentinfringement indemnity claim againstthe supplier of our four drillships pursuantto anindemnity
provision in the shipbuilding contracts.

Reorganization Items, net. During the period from April 24 through June 30,2021, we recognized $5.5 million
of professional fees directly related to the Chapter 11 Cases.

During the period from April 1 through April 23,2021, we recognized $1.6 billion in expenses and other net
losses directly relatedto the Chapter 11 Cases, primarily consisting of fresh start valuation adjustments ($2.7
billion), professional fees ($25.4 million) and the write off of a predecessor directors and officers policy ($6.9
million), partially offset by a net gain on settlementof liabilities subject to compromise ($1.1 billion).

We recognized $54.0 million of reorganization expenses during the three months ended June 30, 2020,
primarily related to the write off of deferred debtissuance costs associated with Predecessor debt ($27.5 million),
professional fees associated with the Chapter 11 Cases ($20.6 million) and an aggregate net loss on vendor
settlements ($5.9 million).

See Note 2 “Chapter 11 Proceedings” and Note 3 “Fresh Start Accounting” to our unaudited condensed
consolidated financial statements includedin Item 1 of Part| of this report.

Income Tax (Expense) Benefit. We estimate our annual effective taxrate (or AETR) for continuing operations in
recordingour interim quarterly incometax provision for the various jurisdictions in which we operate. Discrete tax
adjustments are excluded from the computation of the AETR and recorded in the quarter in which they occur. We
estimatedthe AETR fortheperiod from April 24,2021 through June30, 2021 and recorded a netincome tax
expenseof $17.3million (negative 57.7%effectivetax rate). The negative effective taxrate is primarily a result of
ourdomestic and international jurisdictional mix of estimated pre-taxincome andlosses for the year, where no
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income tax benefit has been recognized for jurisdictions with pre-tax losses, while income tax expense was

recognized forthe jurisdictions with anticipated pre-tax income.

The incometax provisionforthe periodfrom April 1,2021 through April 23,2021 wasdetermined based on
actualresultsforthe periodended April 23,2021. We recorded a netincome taxbenefitof$ 37.2 million (2.3%
effective taxrate), primarily related to thetax benefit recognized upon adoption of fresh start accounting.

Forthe three months ended June 30, 2020, we recorded a net incometax benefit of $4.0 million (2.7% effective
tax rate). The loweffective taxrate is primarily a result of valuationallowance for tax attributes thatare not likely to

be realized and our mix of domestic and international pre-tax profits and losses.

Results for the periods from April 24 through June 30, 2021 and January 1 through April 23, 2021 and the six

months ended June 30, 2020.

Successor Predecessor
Period from Period From
April 24 January 1 Six Months
through June through April Ended
30, 23, June 30,
2021 2021 2020
REVENUE-EARNING DAYS® 498 724 1,615
UTILIZATION® 61% 53% 58%
AVERAGE DAILY REVENUE ® $ 197,000 |$ 211,800 $ 251,700
CONTRACT DRILLING REVENUE $ 98033 |$ 153,364 $ 406,503
REVENUE RELATED TO REIMBURSABLE
EXPENSES 16,878 16,015 20,870
TOTAL REVENUES $ 114911 ([$ 169,379 $ 427,373
CONTRACT DRILLING EXPENSE, EXCLUDING
DEPRECIATION $ 90,711 |$ 181626 $ 350455
REIMBURSABLE EXPENSES $ 16572 |$ 15477 $ 19419
OPERATING LOSS
Contractdrillingservices, net $ 7322 |$ (28,262) $ 56,048
Reimbursable expenses, net 306 538 1,451
Depreciation (18,735) (92,758) (167,878)
Generaland administrative expense (16,217) (15,036) (32,046)
Impairmentof assets — (197,027) (774,028)
Restructuringand separation costs — — (17,119)
Gain on disposition of assets 176 5,486 3,653
Total Operating Loss $ (27,148) | $ (327,059) $ (929,919)
Otherincome (expense):
Interestincome 1 30 498
Interest expense, net of amounts capitalized (7,097) (34,827) (42,655)
Foreign currency transaction loss 914) 172) (797)
Reorganizationitems, net (5,538) (1,639,763) (53,977)
Other, net 10,706 398 242
Loss before income tax (expense) benefit (29,990) (2,001393) (1,026,608)
Income tax (expense) benefit (17,303) 39,404 19,848
NET LOSS $ (47,293) | $(1,961,989) $(1,006,760)
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@ AnR-E day isdefinedasa 24-hour period duringwhich a rigearns a dayrate after commencementof operations
and excludes mobilization, demobilization and contract preparation days.

@ Utilization is calculated as the ratio of total R-E days divided by the total calendar days in the period for all
specified rigsin our fleet (including cold-stacked rigs).

®  Average daily revenueis defined astotal contract drilling revenueforall of the rigs in our fleet per R-E day.

ContractDrilling Revenue. We earned contractdrilling revenue of $114.9 million forthe period from April 24
through June 30,2021, attributable to 498 R-E days andaverage daily revenue of $197,000. Seven ofourten
currently contracted rigs operated at nearly full utilization for the period. Total utilization for the period was 6 1%,
reflecting planned downtime for two rigs, which were in the shipyard preparing for upcoming contracts (an
aggregate 122 days), and downtime forthe Ocean Endeavor (35 days). The decline in averagedaily revenuereflects
reduced amortization of deferred revenue dueto thewrite off of such balancesatthe Effective Date.

Duringthe period from January 1 through April 23,2021, we earned contract drilling revenue of $169.4million
attributableto 724 R-E days and average daily revenue of $211,800. Six of our currently contracted rigs operated at
nearly full utilization for the period, while three rigs were preparing for upcoming contracts throughoutmost of the
period. The Ocean Onyx commenced a new contractin February 2021 after its reactivation, contributing61 R-E days
to the period. The decrease in average daily revenuewas primarily related tothe Ocean BlackLion starting a new
contractin the latter partof 2020 ata lower dayrate thantherig’s previouscontract and a decreased dayrate earned by
the Ocean BlackHawk as a result of renegotiating its long-term contractin mid-2020in exchange for additional term.

Contractdrilling revenue for the six months ended June 30,2020 was $427.4 million attributableto 1,615 R-E
daysandaverage daily revenue of $251,700. Six of ourrigs operated at fullutilizationduring the period. Total
utilization forthe period was 58%, reflecting an aggregate 482 days of downtime for contracted rigs awaiting and
preparing fortheirupcoming contractsandanaggregate 227 days of downtimeattributable to cold -stacked rigs,
includingthe Ocean Valiant, which completeda contractin early May 2020.

ContractDrilling Expense, Excluding Depreciation. During the period from April24 through June 30, 2021,
contractdrilling expense, excluding depreciation, was $90.7 million, reflecting lower costs compared to the prior
periods presented, relatedto laborand personnel, equipment rentals and shorebase costs and overhead and a
reduction of amortized deferred contract preparationand mobilization costs due to the write off of previously deferred
expenses. Thesereductions were partially offsetby higher repairand maintenance costs.

Contractdrilling expense, excluding depreciation, was $181.6 million for theperiod fromJanuary 1 through April
23,2021, reflecting higher costs compared tothe other periods presented for repair and maintenance, primarily related
to repairs for the Ocean Endeavor, equipment rentals and amortization of deferred contract preparation and
mobilization costs. These elevated costs were partially offset by lower payroll and benefits costs and overhead,

compared to the 2020 period, resulting from the cold stacking of rigs and costcutting initiatives.

Contractdrilling expense, excluding depreciation, for the six months ended June 30,2020 totaled $350.5million
and was comprised primarily of payrolland benefits costs ($142.6 million), rig repairs and maintenance ($60.6
million), equipmentrentals ($43.9 million), shorebase costs and overhead ($36.1 million), amortization ofdeferred
contractpreparationand mobilization costs ($12.8 million) and other costs ($54.5 million).

Depreciation Expense. Depreciation expense for the periods from April 24 through June 30,2021 and January 1
through April 23,2021 and the six months ended June 30, 2020 was $18.7 million, $92.8 million and $167.9
million, respectively. The decline in depreciation from the 2020 period is the result of a lower depreciable assetbase
due to assetimpairments recognized during 2020 andthefirst quarter of 2021, as well the fair value remeasurement
of ourrigs and equipmentin connectionwith fresh start accounting on the Effective Date.
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Impairmentof Assets. Duringthe period from January 1 to April 23,2021, we recognized an impairmentcharge
of $197.0million to write down thecarrying value of one of our rigs with indicators of impairmentdueto concerns
over future opportunities. During the first six months of 2020, we recognized an aggregateimpairment charge of
$774.0 million to write down four of our drilling rigs with indicators of impairmentto their estimated fair values.
See Note 5 “Impairment of Assets” and Note 8 “Financial Instruments and Fair Value Disclosures” to our unaudited
condensed consolidated financial statements included in Item 1 of Part | of this report.

Restructuring and Separation Costs. Duringthe first half 0f2020, we incurred $7.4 millionin legaland other
professionaladvisor fees in connectionwith the consideration of restructuring alternatives, including the preparation
forfiling of the Chapter 11 Cases and related mattersand $9.7 million for severance andrelated costs associated
with a corporaterestructuringplan.

Gain on Disposition of Assets. Duringthe period from January 1 to April23,2021,we sold two previously
impaired semisubmersible rigs, the Ocean America and Ocean Rover, for an aggregate net pre-tax gain of
$4.4 million. Duringthe first half of 2020, we sold the previously impaired Ocean Confidence fora netpre-tax gain
of $3.5 million.

Interest Expense. Duringthe period from April 24 through June 30,2021, we recognized interest expense of
$4.9 million related to new debt onthe Effective Dateand incremental interest expense of $2.2 million related to
finance leases of Well Control Equipment.

Upon filingthe Chapter 11 Caseson April 26,2020, we ceasedaccruinginterestexpense on the Senior Notes
and borrowings under the RCF. However, due to provisions in the PSA signed in January 2021, we resumed
recognizinginterest on our outstanding borrowings under the RCF and accrued interest expense of $34.8 million for
the period from January 1, 2021 through April 23,2021, inclusiveof a $23.4 million catch-up adjustment for the
period from April 26,2020 to December 31, 2020.

Duringthe six months ended June 30, 2020, we recognized interest expenserelatingto the Senior Notes and
RCF of $37.0 million and $5.6 million, respectively, for the period priorto our Chapter 11 petition date.

Other, Net. Duringthe period from April 24 through June 30,2021, we recognizeda $10.8 million settlement
related to a patentinfringement indemnity claim againstthe supplier of our fourdrillships.

Reorganization Items, net. During the period from April 24 through June 30,2021, we recognized $5.5 million
of professional fees directly relatedto the Chapter 11 Cases.

During the period from January 1 through April 23,2021, we recognized $1.6 billion in expensesand other net
losses directly related to the Chapter 11 Cases, consisting of fresh start valuation adjustments ($2.7 billion),
professional fees ($51.1 million), the accrual of a backstop commitment premium related to our Exit Notes (as
defined below) ($10.4 million) and the write off of a predecessor directors and officers policy ($6.9 million),
partially offsetby a net gain onsettlement of liabilities subject to compromise ($1.1 billion).

We recognized $54.0 million of reorganization expenses during the six months ended June 30, 2020 consisting
of the write off of debt issuance costs ($27.5 million), professional fees ($20.6 million)and net losses related to
vendor settlements ($5.9 million).

Income Tax (Expense) Benefit. We recorded income tax expense of $17.3 million (negative 57.7% effective tax
rate) for the period from April 24 through June 30,2021, an income tax benefit 0f $39.4 million (2% effective tax
rate) for the period from January 1 through April 23,2021 and an income tax benefit of $19.8 million (1.9%
effective taxrate) for the six months ended June 30,2020

During the period from April 24,2021 through June 30,2021, the negative effective taxrate is primarily a result
of ourdomestic and international jurisdictional mix of estimated pre-tax income and loss, where no income tax
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benefit has beenrecognized dueto valuationallowance, while recognizing income tax expense for jurisdictions with
forecasted pre-tax income.

During the period from January 1,2021 through April 23,2021, our tax benefit was primarily attributable to the
adoption of fresh start accounting.

The effectivetax rate of 1.9%forthesix months ended June 30, 2020 includes $9.7 million due to a partial
release of a previously recognized valuation allowanceandtax rate change as a result of the Coronavirus Aid, Relief
and Economic Security Act (or CARES Act). The CARES Act was signed into lawbythe Presidentof the United
Stateson March27,2020andallowedfora carryback of net operating losses generated in 2018,2019and 2020 to
each of the five preceding taxable years.

Liquidity and Capital Resources

On April 23,2021, all conditions precedent to our plan of reorganization were satisfied, the Plan became
effective in accordance with its terms, and the Debtors emerged from Chapter 11 reorganization. See Note 2
“Chapter 11 Proceedings” to our unaudited condensed consolidated financial statements included in Item 1 of Part I
of thisreport.

Our emergence fromthe Chapter 11 Cases has allowed usto significantly reduce our level of indebtedness. On
the Effective Date, we entered intoa $400.0 million senior secured revolving credit facility, witha $100.0 million
sublimit for the issuance of letters of credit thereunder (or the Exit RCF). At July 30,2021, we had borrowings of
$153.5 million outstanding under the Exit RCF and had utilized $6.1 million for the issuance of letters of credit in
replacementof an existing letter of creditatJune30,2021. As of July 30,2021, approximately $243.9 million was
available for borrowings or the issuance of letters of credit under the Exit RCF. However, the availability of
borrowings under the Exit RCF is subject to the satisfaction of certain conditions, including restrictions on
borrowings if, after giving effect to any such borrowings and the application of the proceeds thereof, (i) the
aggregate amountof Available Cash (as defined in the Exit Revolving Credit Agreement (as defined below)) would
exceed $125.0million or (ii) the Collateral Coverage Ratio (as defined below) would be lessthan2.00to 1.00 and
the aggregate principalamountoutstanding under the Exit RCFwould exceed $400.0 million and/or the Total
Collateral Coverage Ratio (as defined below) would be less than 1.30 t0 1.00. The Collateral Coverage Ratio is the
ratio of (x) the Collateral Rig Value (as defined in the Exit Revolving Credit Agreement) to (y) the aggregate
outstanding principal amount of all Loans and L/C Obligations (both as defined in the Exit Revolving Credit
Agreement) thereunder. The Total Collateral Coverage Ratio isthe ratio of (a) the Collateral Rig Value to (b) the
sum of (1) the aggregate outstanding principalamount of all Loans and L/C Obligations underthe Exit Revolving
Credit Agreement, plus (2) the aggregate outstanding principalamount of the Exit Term Loans (asdefined below),
plus (3) the aggregate outstanding principalamountof the Exit Notes (as defined below), plus (4) the aggregate
outstanding principalamount of delayed draw note commitments that may be issued as additional First Lien Notes
(asdefinedbelow)afterthe Effective Date.

We have also historically relied on our cash flows from operations and cashreserves to meet our liquidity
needs, which primarily include theservicing of our debtrepayments and interest payments, aswellas fundin g our
working capital requirements and capital expenditures. Our worldwide cash balances areavailable to finance both
ourdomestic and foreign activities. Ifand when circumstances require, we expecttorecord the withholding tax
impactassociated with the potential distribution of earnings of our foreign subsidiaries; however, we have not
provided incometax onthe outside basis difference of our international subsidiaries as managementdoes notintend
to dispose of these subsidiaries and structuring alternatives exist to mitigate any potential liability should a
disposition take place. Asof July 1,2021, our contractual backlogwas $1.1 hillion, of which $0.4 billion related to
the second half 0f2021. At June 30, 2021, we had cash available for current operations of $25.6 million.

Sources and Uses of Cash

Exit Debt

On the Effective Date, pursuant to the terms of the Plan, the Company and Diamond Foreign Asset Company
(or DFAC),a Cayman Islands exempted company limited by shares, entered intothe following debt instruments:
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e aseniorsecured revolving credit agreement(or the Exit Revolving Credit Agreement), which provides for
the Exit RCF, which consists of a $400.0 million senior secured revolving credit facility, with a $100.0
million sublimit for the issuance of letters of credit thereunder;

e aseniorsecured term loan credit agreement, which provides fora $100.0 million seniorsecuredterm loan
credit facility, which is scheduled to mature on April 22,2027, under which $100.0 million wasdrawn on
the Effective Date (or Exit Term Loans);

e an indenture, pursuant to which approximately $85.3 million in aggregate principal amount of
9.00%/11.00%/13.00% Senior Secured First Lien PIK Toggle Notes due 2027 (or First Lien Notes) issued
by DFAC and Diamond Finance, LLC maturingon April 22,2027 were issued onthe Effective Date (or
Exit Notes); and

e approximately $39.7 million in the form of delayed draw note commitments that may be issued as
additional First Lien Notes after the Effective Date, none of whichhad beenissued as of June 30,2021.

See “— Contractual Cash Obligations” and Note 10 “Prepetition Revolving Credit Facility, Senior Notes and Exit
Debt” to ourunaudited condensed consolidated financial statements included in Item 1 of Part I of this report.

Historical Cash Flow from Operations

For the period April 24 through June 30, 2021, we used $66.0 million in our operating activities. Cash
expenditures for contract drilling, shorebase support and generaland administrative costs ($134.4 million) and
payments to professionals in connection with the Chapter 11 Cases ($15.8 million), more than offsetcash receipts
forcontract drilling services ($84.2 million) for the period. In addition, cash outlays for capital expendituresduring
the period aggregated $24.0 million, and we borrowed an incremental $30.0 million under the Exit RCF.

For the period January 1 through April 23, 2021, we used $100.1 million in our operating activities. Cash
expenditures for contract drilling, shorebase support and general and administrative costs ($243.9 million),
payments to professionals in connection with the Chapter 11 Cases ($37.6 million), and net cash income taxes paid
($3.4 million) offsetcashreceipts for contract drilling services ($181.4 million) forthe period. Cash outlays for
capital expenditures aggregated $49.1 million for the period.

As set forth in the Plan, on the Effective Date, we settled $242.0 million outstanding under the RCF in cash and
issued $75.0 million of Exit Notes. See Note2 “Chapter 11 Proceedings”and Note 10 “Prepetition Revolving Credit
Facility, Senior Notes and Exit Debt” to our unaudited condensed consolidated financial statements included in Item
1 of Part | of thisreport.

Forthe six months ended June 30,2020, our operatingactivities provided net cash of $32.7 million. Cash
receipts for contract drilling services ($503.0 million) exceeded our expenditures related to contract drilling,
shorebase support and generaland administrative costs ($442.2 million), net cash income taxes paid ($9.8 million)
and cash collateral deposits made in support of certain outstanding surety and other bonds and letters of credit ($18.3
million).

During the six months ended June 30, 2020, we borrowed $436.0 million under the RCF and realized net
proceeds from thesale ofthe Ocean Confidence of $4.6 million.

Upgrades and Other Capital Expenditures

As of the date of this report, we expect cash capital expenditures for the remaining six months of 2021 to be
approximately $20 million to $25million for a total spend of approximately $95 million to $100 million in 2021.
Plannedspending for the second half of 2021 includes projectsunder our capital maintenance and replacement
programs and completion of equipmentupgrades for the Ocean BlackRhino and Ocean Courage. At June30,2021,
we had nosignificant purchase obligations, exceptfor those related to our direct rig operations, whicharise during the
normal course of business.
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Contractual Cash Obligations
The followingtable sets forth the contractual cashobligations of the SuccessoratJune 30,2021 (in thousands).

Payments Due By Period

Contractual Obligations Total 2021 @ 2022-2023  2024-2025  Thereafter
Exit Term Loan (principaland interest) ® $142,583 $ 4,920 $ 14,194 $ 14,194 $109,275
Exit Notes (principalandinterest) ¢ 136,155 6,148 17,738 16,913 95,356
Exit RCF (borrowings andinterest) ® 167,765 3,687 14,210 14,210 135,658
Well Control Equipment services

agreement(® 150,198 12,966 49,275 45501 42,456
Finance leases 214,870 13,248 52,560 52,632 96,430
Operating leases 52,184 9,140 24,316 8,523 10,205
Totalobligations $863,755 $ 50,109 $172,293 $151,973 $489,380

@ Theabove table excludes $54.9 million of total net unrecognized tax benefits related to uncertain tax positions
that could resultin a future cash payment as of June 30,2021. 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
makereasonably reliable estimates of the period of cash settlement with the respective taxing authorities.

@ Represents thesix-month period beginningJuly 1,2021.

()  Contractual obligations relatedto our Exit Term Loan are presented in the table above assuminganinterest rate
consistentwith the rate applied tothe principle as of June 30,2021.

@) Contractual obligations related to our Exit Notes are presented in the table above assuming a cash interest
paymentoptionandincludes the commitment premium for the undrawn Exit Notes based on the June 30,2021
balance.

®)  Contractual obligations under our Exit RCF are presented in the table aboveassuming that the outstanding
amount at June 30,2021 remains drawn until the maturity of the Exit Revolving Credit Agreement and that
interest accrues at the same rate applied tothe borrowings as of June 30, 2021.

®  Contractual obligations related to our Well Control Equipment services agreementincludesa commitment to
purchase consumable and capital spare parts owned and controlled by thevendor at the end of the service
arrangement fora purchase price based on currentlist prices not to exceed $37.0 million. The table above
assumes that such items are purchasedatthe ceiling price at theend ofthe agreement in 2026, however the
actualamount may vary asthevolume and prices of spares to be purchased are notyet known.

Pressure Control by the Hour®. In 2016, we entered into a ten-yearagreement with a subsidiary of Baker
Hughes Company (formerly knownas Baker Hughes, a GE company), or Baker Hughes, to provide services with
respect to certain blowout preventer and related well control equipment, or Well Control Equipment, on our four
drillships. Such services include managementof maintenance, certification and relia bility with respectto such
equipment. In connection with the contractual services agreement, we sold the Well Control Equipment on our
drillships to a Baker Hughes subsidiary and are leasing it back over separate finance leases forapproximately $26
million peryearin the aggregate. Collectively, we refer to the contractual servicesagreement and corresponding
finance lease agreements with the Baker Hughes affiliate as the “PCbtH program.” See Note 11 “Commitments and
Contingencies”and Note 12 “Leases and Lease Commitments” to our unaudited condensed consolidated financial
statementsincludedin Item 1 of Part | of thisreport.

Except forour contractual requirements underthe PCbtH program discussed above, we hadno other purchase
obligations for major rig upgrades orany other significantobligationsatJune 30,2021, except forthose related to
ourdirect rig operations, which arise during the normal course of business.

Other Commercial Commitments - Letters of Credit

See Note 11 “Commitments and Contingencies ”’to our unaudited condensed consolidated financial statements
includedin Item 1 of Part | of this report for a discussion of certain of our other commercial commitments.
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Off-Balance Sheet Arrangements

At June 30, 2021 and December 31, 2020, we had no off-balance sheet debt or other off-balance sheet
arrangements.

Forward-Looking Statements

We or our representatives may, from timeto time, either in this report, in periodic press releasesorotherwise,
makeorincorporate by reference certain written or oral statements that are “forward-looking statements” within the
meaning of Section 27 A of the Securities Act of 1933, asamended (or the Securities Act)and Section 21E of the
Securities Exchange Act of 1934, asamended (orthe Exchange Act). All statements other than statements of
historical factare, ormaybe deemedto 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,” “would,” “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 oragainst us, which may be provided by management, are also
forward-looking statements as so defined. Statements made by usin this report that contain forward -looking
statements may include, but are notlimited to, information concerningour possible orassumed future results of

operations and statements aboutthe following subjects:
e  ourability to continue asa goingconcern;

e increasedadvisory coststoexecute the Planand increased administrative and legal costsrelated to the
Chapter 11 Cases and other litigation and the inherentrisks involved in a bankruptcy process;

o theeffectsofthe Chapter 11 Caseson ouroperations, includingour relationships with employees,
regulatory authorities, customers, suppliers, banks, insurancecompaniesandother third parties, and
agreements;

e  strategic alternatives to maximizeshareholder value, potential actions the Board may or may not take in
connectiontherewith, the process and timetable for suchexplorationandany future public comments
regardingsuch matters;

e  market conditions andthe effectof such conditions on our futureresults of operations;
e  sourcesand usesof andrequirements for financial resources and sources of liquidity;
e  customerspendingprograms;

e  businessplans orfinancial condition of our customers, includingwith respectto or as a result of the
COVID-19 pandemic;

e contractualobligationsand futurecontract negotiations;

e interestrate andforeign exchangerisk;

e  operationsoutsidethe United States;

e  businessstrategy;

e  growth opportunities;

e competitive position including, without limitation, competitiverigs entering the market;
e  expected financial position and liquidity;

e cash flowsandcontract backlog;

e  future amounts payable by a customer in the form of a guarantee of gross margin to be earnedon future
contracts or by direct payment, pursuantto terms of an existing contract, includingthe timing of such
payments;
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e idlingdrilling rigs or reactivating stackedrigs;

e  outcomes of litigation and legal proceedings;

o financingplans;

e  marketoutlook;

e il prices;

e taxplanning;

e changesintax lawsand policies oradverse outcomes resulting from examination of our tax returns;
e debtlevelsandtheimpact of changes in the credit markets and credit ratings forusandourdebt;

e  budgetsforcapitaland other expenditures;

e  duration andimpacts ofthe COVID-19 pandemic, lockdowns, re-openings and any other related actions
takenby businesses and governments on our business, operations, supply chain and personnel, financial
condition, results of operations, cash flows and liquidity;

e  expectationsregardingour plans andstrategies, including plans, effects and other matters relatingto the
COVID-19 pandemic;

e timingand duration of required regulatory inspections for ourdrilling rigs and other planned downtime;
e  processand timing foracquiringregulatory permits and approvals for our drilling operations;
e timingand costof completion of capital projects;

o  delivery datesanddrilling contracts related to capital projects;

e plansand objectives of management;

e  scrappingretired rigs;

e assetimpairmentsandimpairment evaluations;

e  assetsheld forsale;

e ourinternalcontrols and internal control over financial reporting;

e  performanceof contracts;

e compliance with applicable laws; and

e availability, limitsandadequacy of insurance or indemnification.

These types of statements are based on current expectations about futureevents and inherently are subject to a
variety ofassumptions, risks and uncertainties, many of which are beyond our control, thatcould cause actual results
to differ materially from those expected, projected or expressed in forward-lookingstatements. These risks and
uncertainties include, among others, those described orreferenced under “Risk Factors” in Item 1 Ain Part Il of this

report and “Risk Factors”in Item 1 A in our Annual Report on Form 10-K forthe yearended December 31,2020, as
amended by Amendment No. 1 on Form 10-K/A.

The risks and uncertainties referenced aboveare not exhaustive. Other sections of this report and our other
filings with the Securities and Exchange Commissioninclude additional factorsthat could adversely affect our
business, results of operations and financial performance. Given these risks and uncertainties, investorsshould not
place undue reliance on forward-looking statements. Forward-looking statements included in this report speak only
asofthe dateof thisreport. We expressly disclaim any obligation or undertakingto release publicly any updates or
revisionsto any forward-looking statementto reflectany change in ourexpectations or beliefs with regard to the
statement orany change in events, conditionsor circumstances on which any forward-looking statementis based. In
addition, in certain places in this report, we may referto reports published by third parties that purport to describe
trends or developments in energy productionor drillingand exploration activity. While we believe that these reports
are reliable, we have not independently verified the informationincluded in such reports. We specifically disclaim
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any responsibility fortheaccuracy and completeness of such informationand undertake no obligationto update such
information.

ITEM 3. Quantitativeand Qualitative Disclosures About Market Risk.

The informationincluded in this Item 3 constitutes““forward-looking statements” for purposesof the statutory safe
harborprovided in Section27A ofthe Securities Actand Section 21Eofthe Exchange Act. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Forward-Looking Statements” in Item 2 of
Part | of thisreport.

Interest RateRisk. We haveexposure tointerestraterisk on our debtinstrumentsarisingfromchanges in the
level or volatility of interest rates. As of June 30, 2021, our variable interest ratedebt included $133.5 million of
outstanding borrowings under the Exit RCF and our $100.0 million Exit Term Loans. At this level of variable-rate debt,
the impactofa 100-basis point increase in market interest rates would nothave a material effect (estimated $2.4 million
increasein interestexpense onanannualized basis). Our Exit Notes have beenissued at fixed rates, and as such,
interest expensewould notbe impacted by interest rate shifts.

There were no other material changes in our marketrisk components forthe period from January 1, 2021
through April 23,2021 orthe period from April 24, 2021 through June 30,2021. See “Quantitative and Qualitative
Disclosures About Market Risk” included in Item 7A of our Annual Report on Form 10-K for the year ended
December 31,2020, asamended by Amendment No. 1 on Form 10-K/A, for further information.

ITEM4.Controlsand Procedures.

We maintain a system of disclosure controlsand proceduresthatare 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 ona timely basis to allow decisionsregarding
required disclosure.

Our Chief Executive Officer (or CEO) and Chief Financial Officer (or CFO) participatedinan evaluation by
ourmanagement 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 30,2021. Based on their participation in that evaluation, our CEO and CFO
concludedthatourdisclosure controls and procedures were effective as of June 30,2021.

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

foregoingevaluationthat occurred during our second fiscal quarter of 2021 thathave materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART Il. OTHER INFORMATION
ITEM1. Legal Proceedings.

OnJuly 26,2021, Avenue Energy Opportunities Fund Il AlV, L.P.,a stockholder of the Company, and its
investment manager, Avenue Capital Management I, L.P., filed a complaintagainst the Company to compel an
annual meeting of stockholders pursuant to 8 Del. C. Section 211(c) beforethe Courtof Chancery of the State of
Delaware. Atthe nextannualstockholders’ meeting, stockholders willhave the opportunity to voteon theelection
of three Class I directors of the Company.

Additional information related to certain legal proceedings is included in Note 11 “Commitments and
Contingencies”to our unaudited condensed consolidated financial statements includedin Item 1 of Part | of this
report, which is incorporated herein by reference. In addition, information related to the Chapter 11 Cases that we
filed in the Bankruptcy Courton April 26,2020 s included in Note 2 “Chapter 11 Proceedings — Chapter 11 Cases”
and Note 2 “Chapter 11 Proceedings — Chapter 11 Emergence” to our unaudited condensed consolidated financial
statementsincludedin Item 1 of Part | of thisreport, which is incorporated herein by reference.

ITEM1A. Risk Factors.

Our Annual Report on Form 10-K fortheyearended December 31, 2020, as amended by Amendment No. 1 on
Form 10-K/A, includes a detailed discussion of certain material risk factors facingour company. The additional risk
factors presented below describe additional risk factorsand should be readin conjunction with the Risk Factors
included under Item LA of our Annual Report onForm 10-K fortheyearended December 31,2020, asamended by
Amendment No. 1 on Form 10-K/A.

Risks Related to Our Restructuring

We recently emerged from bankruptcy, which mayadverselyaffect our business and relationships.

Itis possible thatour havingfiled for bankruptcy and our recent emergence from the Chapter 11 Cases could
adversely affect our business and relationships with vendors, suppliers, service providers, customers, employees and
otherthird parties. Manyrisks exist as a result of the Chapter 11 Cases and ouremergence, including the following:

» key suppliers, vendors, customers or other contract counterparties could, among other things,
renegotiate the terms of our agreements, attempt to terminate their relationships with us or require
financialassurances fromus;

« ourability to renewexisting contracts and obtain new contracts on reasonably acceptable terms and
conditions may be adversely affected;

« we may have difficulty obtaining acceptable and sufficient financing to execute our business plan;

« ourability to attract, motivate and/or retain key executives and employees may be adversely affected;
and

< competitors may take business away fromus, and our ability to compete for newbusinessandattract
and retain customers may be negatively impacted.

The occurrenceof oneormore ofthese events could have amaterialand adverse effecton our operations,
financial conditionand reputation. We cannotassure you thathaving been subject to bankruptcy protection will not
adversely affect our operations in the future.

Our actual financial results after emergence from bankruptcy maynot be comparableto our projections filed
with the Bankruptcy Court inthe course ofthe Chapter 11 Cases.

In connection with the disclosure statement we filed with the Bankruptcy Court,andthe hearing to consider
confirmation ofthe Plan, we prepared projected financial information to demonstrateto the Bankruptcy Court the
feasibility of the Planand our ability to continue operations upon our emergence from bankruptcy. Those projections
were preparedsolely forthepurpose of the bankruptcy proceedings and have not been, and willnot be, updated on
an ongoing basis and should not be relied upon by investors. At the time they were prepared, the projections
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reflected numerous assumptions concerning our anticipated future performance with respect to thenprevailing and
anticipated market and economic conditions that were and remain beyond our controland that may notmateria lize.
Projectionsare inherently subject to substantialand numerous uncertaintiesandto a wide variety of significant
business, economic and competitive risks and the assumptions underlying the projections or valuation estimates may
prove to be wrongin material respects. Actual results may varysignificantly from those contemplated by the
projections. Asa result, investors should notrely on these projections.

Our historical financial statements will not be comparable to the information contained in our financial
statements after the application of fresh start accounting.

Upon emergence from bankruptcy, we met the criteria and were required to adopt fresh startaccounting in
accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 852,
Reorganizations, which on the Effective Date resulted in a new entity, the Successor, for financial reporting
purposes, with no beginning retained earnings or deficit as of the fresh startreporting date. Fresh start accounting
requires that new fair values be established for our assets, liabilities, and equity as of the Effective Date. The
Effective Date fair values of the Successor’s assets and liabilities differ materially fromtheir recorded values as
reflected onthe historical balance sheets of the Predecessor. In addition, asaresult of the a pplication of fresh start
accountingandthe effects of the implementation of the Plan, thefinancial statements for the periodafter April 23,
2021 will not be comparable with the financial statements priorto and including April23, 2021. Our condensed
consolidated financial statements after the Effective Date arenot comparable with the consolidated financial
statements on or before that date as indicated by the “black line” division in the financial statements and footnote
tables, which emphasizes the lack of comparability betweenamountspresented. This will make it difficult for
stockholders to assess our performance in relation to prior periods. See Note 3 “Fresh Start Accounting” toour
unaudited condensed consolidated financial statements included in Item 1 of Part | of this report, which is
incorporated herein by reference.

Certain stockholders own a significant portion of our outstanding common stock, and their interests may not
always coincide with the interests of other holders of our common stock.

Assignificant percentage of the outstanding shares of our Common Stock is held by a relatively small number of
investors. Asa result of this concentration of our equity ownership, these investors could have significantinfluence
overallmatters presented to our stockholders for approval, including, but notlimited to, electing directors and
approving corporate transactions. These investors may have interests that differ from other stockholders.
Circumstances may occur in which the interests of these investors could be in conflict with the interests of other
stockholders, and these investors would have substantial influence to cause usto take actionsthatalign with their
interests. Should conflicts arise, we can provide no assurancethatthese investors would actin the bestinterests of
other stockholders or that any conflicts of interest would be resolved in a manner favorable to our other
stockholders.

Upon our emergence from bankruptcy, the composition of our Board of Directors changedsignificantly.

Pursuant to the Plan, the composition of our Board of Directors changed significantly upon our emergence from
bankruptcy. OurBoard is nowmade up of sevendirectors, with a new non-executive Chairpersonof the Board, all
of whom have not previously served on the Board. The new directors have differentbackgrounds, experiences and
perspectives from those individuals who previously served onthe Board and, thus, may havedifferentviewson the
issues that will determine the future of the Company. There is no guarantee that the new Board will pursue, or will
pursue in the same manner, our strategic plans in the same manneras our prior Board. As a result, the future strategy
and plans of the Company may differ materially from those of the past.

The abilityto attract and retain key personnel is critical to the success of our business and may be affected by our
emergence from bankruptcy.

The success of our business depends on key personnel. The ability to attract and retain these key personnel may
be difficult in light of ouremergence from bankruptcy, the uncertainties currently facingthe businessand changes
we may make tothe organizational structure to adjust to changingcircumstances. We may need to enter into
retention or other arrangements thatcould be costly to maintain. If executives, managers or other key personnel

61



resign, retire or are terminated or their service is otherwise interrupted, we may not be able to replace themin a
timely mannerand we could experience significant declines in produ ctivity.

Financial and Other Risks

The debt instruments we entered into on the Effective Date contain various restrictive covenants limiting the
discretion of our managementinoperatingour business.

On the Effective Date, pursuant to the terms of the Plan:

+ The Company and Diamond Foreign Asset Company, or DFAC, a Cayman Islands exempted
company limited by shares, entered into a senior secured term loan credit agreement, or the Exit Term
Loan Credit Agreement, by and among DFAC, as borrower, the Company, as parent, the lenders party
thereto fromtime totime, and Wells Fargo Bank National Association, asadministrative agent and
collateralagent, which provides fora $100 million seniorsecuredterm loan credit facility that is
scheduledto mature on April22,2027;

« the Companyand DFAC entered intothe Exit Revolving Credit Agreement, by and among DFAC, as
borrower, the Company, as parent, the lenders party thereto fromtimeto time, the issuing lenders
party thereto fromtimeto time, and Wells Fargo Bank National Association, as administrative agent,
collateralagent andissuing lender, which is a senior secured revolving credit agreement that provides
for a $400 million senior secured revolving credit facility (with a $100 million sublimit for the
issuanceof letters of credit thereunder) that is scheduled to mature on April 22,2026;and

» TheFirst Lien Noteswere issued pursuant to that certain indenture, datedas of the Effective Date, or
the First Lien Notes Indenture, by and among DFAC, Diamond Finance, LLC, the guarantors party
thereto, Wilmington Savings Fund Society, FSB, as trustee, and Wells Fargo Bank, National
Association, as collateralagent.

These debt instruments contain various restrictive covenants that may limit our management’s discretion in
certain respects. In particular, the Exit Term Loan Credit Agreement and the Exit Revolving Credit Agreement
contain negative covenants thatlimit DFAC’s ability and theability of its restricted subsidiaries to, among other
thingsand subjectto a number of importantlimitations and exceptions: (i) incur,assume or guarantee additional
indebtedness; (ii) create, incur orassume liens; (iii) make investments; (iv) merge or consolidate with or into any
other person or undergo certain other fundamental changes; (v) transfer or sell assets; (vi) pay dividends or
distributions on capital stock or redeem or repurchase capital stock; (vii) enter into transactions with certain
affiliates; (viii) repay, redeem oramend certain indebtedness; (ix) sell stock of itssubsidiaries; or (x) enter into
certain burdensomeagreements. In addition, the Exit Revolving Credit Agreement obligates DFAC and its restricted
subsidiaries to comply with certain financial maintenance covenants and, under certain conditions, to make
mandatory prepayments and reduce the amountof credit available under the Exit Revolving Credit Agreement. Such
mandatory prepayments and commitment reductions may affect cash available for use in our business. Our failure to
comply with these covenants could result in anevent of default which, if not cured orwaived, could result in all
obligations under the Exit Term Loan Credit Agreement orthe Exit Revolving Credit Agreement, asapplicable, to
be declared due and payable immediately and all commitments thereunder to be terminated.

Inaddition, the First Lien Notes Indenture contains covenants that limit the ability of the Companyand certain
of its subsidiaries to,among other things and subject to a number of important limitations and exceptions: (i) incur,
assume orguarantee additional indebtedness; (i) pay dividends ordistributions on capital stock or redeem or
repurchase capital stock; (iii) make investments; (iv) repay or redeem junior debt; (v) sellstock of itssubsidiaries;
(vi) transfer orsellassets; (vii) enter into sale and leaseback transactions; (viii) create, incur orassume liens; or (ix)
enter into transactions with certain affiliates. Our failure to comply with these covenants could resultinan event of
default which, if not cured orwaived, could result in the principal, premium, if any, interest and other monetary
obligationsonallthe then outstanding First Lien Notes to be declared dueand payable immediately.

The Exit Term Loan Credit Agreement and the Exit Revolving Credit Agreementbear interest at variable rates,

based onthe applicable margin over market interest rates. If market interest rates increase, our cost to borrowunder
these credit facilities may alsoincrease. Although we may employ hedging strategies such that a portion of the
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aggregate principalamount outstanding under these credit facilities would effectively carry a fixed rate of interest,
any hedgingarrangementputin place may notoffer complete protection from this risk.

There iscurrently no public trading market for our common stock, we cannotassure youthatanactive trading
market for our common stock will develop or be maintained, and the marketpriceof our commonstock may be
volatile, which could cause the value of your investment to decline.

Our shares of commonstock are notcurrently listed onthe OTC MarketPlaceoron any stock exchange. We do
not currently intend to apply fora listingof our commonstock on a national securitiesexchange, and we cannot
assure youthatanactive public trading market for our common stock will develop or, if it develops, that it will be
sustained. Inthe absence of an active public trading market, it may be difficult to liquidateyourinvestment in our
common stock. The lack of anactive marketmay impair the ahility to sellour commonstock at the time orata price
deemed reasonable by the seller. The lack of an active market may also reduce the fair market value ofthe common
stock.

If our common stock were to commence trading, the trading price of our common stock could fluctuate
significantly. Numerous factors, including many over which we have no control, may have a significant impact on
the marketprice of our common stock. These factors include, among other things:

« ouroperatingand financial performanceand prospects;

« ourability to repay ourdebt;

+ investorperceptions of usandtheindustry and markets in which we operate;

» thepublicreactionto our press releases, our other public announcements and our filings with the
Securities and Exchange Commission;

« futuresales, orthe availability forsale, of equity or equity-related securities;

« changesin earnings estimates or buy/sell recommendations by analysts;

 strategic actions by our competitors;

» changesinapplicable laws andregulations;

» changesinaccounting principles;

+ limited tradingvolume of our commonstock;

« generalfinancial, domestic, economic and other market conditions;and

+ therealizationof anyrisks described underthis “Risk Factors” section or those included under Item
1Aof our Annual Report on Form 10-K forthe yearended December 31, 2020, as amended by
Amendment No. 1 on Form 10-K/A.

Any future reported trading prices for our Common Stock at any given timemay not accurately reflectthe
underlying economic value of our business atthat time. Any future reported trading prices could be higheror lower
than the price a stockholder would be able to receive in a sale transaction, andthere canbe no assurance that there
will be sufficient public trading in our Common Stock in the future to create a liquid trading market that accurately
reflects the underlying economic value of ourbusiness.

Anti-takeover provisions in our organizational documents could delay or prevent a change of control.

Certain provisions of our Third Amended and Restated Certificate of Incorporationandour Second Amended
and Restated Bylaws may haveananti-takeover effect and may delay, defer or prevent a merger, acquisition, tender
offer, takeover attemptorother change of control transactionthat a stockholder mightconsiderin itsbest interest,
includingthose attempts thatmightresult in a premium over the market price for the shares of common stock held
by ourstockholders. These provisions provide for,among other things:

« aclassified Board of Directors;

« theability of our Board of Directors to issue, and determine therights, powers and preferences of, one
or more series of preferred stock;

+ advance notice for nominations of directors by stockholders and for stockholders to include matters to
be consideredatourannual meetings;

« limitations onconveningspecial stockholder meetings; and
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« theavailability forissuance ofadditional shares of our commonstock.

These anti-takeover provisions could discourage, delay or prevent a transaction involvinga change in control of
the Company, includingactions that our stockholders may deem advantageous, or negatively affect the price of our
common stock and our other securities. These provisions could also discourage proxy contests and make it more
difficult foryouand other stockholders to elect directors of your choosingand to causeusto take other corporate
actionsyoudesire.
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ITEMG. Exhibits.

Exhibit No.

Description of Exhibit
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3.1

3.2

41

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

Second Amended Joint Chapter 11 Plan of Reorganization of Diamond Offshore Drilling, Inc.and 1ts
Debtor Affiliates (incorporated by reference to Exhibit 1 of the Confirmation Order attached as Exhibit
99.1 to our Current Report on Form 8-K filed on April 14,2021).

Third Amended and Restated Certificate of Incorporation of Diamond Offshore Drilling, Inc.
(incorporated by reference to Exhibit 3.1 to our Current Report on Form 8-K filed on April 29,2021).

Second Amended and Restated Bylaws of Diamond Offshore Drilling, Inc. (incorporated by reference
to Exhibit 3.2 to our CurrentReport on Form 8-K filed on April 29,2021).

Indenture, datedas of April 23,2021, among Diamond Foreign Asset Company, Diamond Finance,
LLC,the guarantors party thereto, Wilmington Savings Fund Society, FSB, as trustee, and Wells Fargo
Bank, National Association, as collateralagent(includingtheform of Global Note attached thereto)
(incorporated by reference to Exhibit 4.1 to our Current Reporton Form 8 -K filed on April 29, 2021).

Senior Secured Term Loan Credit Agreement, datedas of April 23,2021, by andamong Diamond
Offshore Drilling, Inc., Diamond Foreign Asset Company, the lenders party thereto, Wells Fargo
Bank, National Association, as administrative agentand collateral agent, Wells Fargo Securities, LLC,
Barclays Bank PLC, Citigroup Global Markets Inc., HSBC Securities (USA) Inc.,and Trust Bank, as
joint lead arrangers and joint bookrunners (incorporated by reference to Exhibit 10.1 to our Current
Reporton Form 8-K filed on April 29,2021).

Senior Secured Revolving Credit Agreement, dated as of April 23,2021, by andamong Diamond
Offshore Drilling. Inc., Diamond Foreign Asset Company, the lenders party thereto, Wells Fargo
Bank, National Association, as administrativeagent, collateralagentand issuing lender, Wells Fargo
Securities, LLC, Barclays Bank PLC, Citigroup Global Markets Inc., HSBC Securities (USA) Inc.. and
Trust Bank, asjoint lead arrangers and joint bookrunners (incorporated by reference to Exhibit 10.2 to
our Current Report on Form 8-K filed on April 29,2021).

Warrant Agreement, datedas of April 23,2021, by and among Diamond Offshore Drilling, Inc.,
Computershare, Inc. and Computershare Trust Company. N.A. (incorporated by reference to Exhibit
10.3to our Current Report on Form 8-K filed on April29,2021).

Form of Indemnification Agreementof Diamond Offshore Drilling, Inc. (incorporated by reference to
Exhibit 10.4 to our Current Report on Form 8-K filed on April 29, 2021).

Reqistration Rights Agreement, datedas of April 23,2021, by andamong Diamond Offshore Drilling,
Inc.andthe holders party thereto (incorporated by reference to Exhibit 10.5 to our Current Report on
Form 8-Kfiled on April 29,2021).

Diamond Offshore Drilling, Inc. 2021 Long-Term Stock Incentive Plan (incorporated by reference to
Exhibit 10.6 to our Current Report on Form 8-K filed on April 29, 2021).

Form of Director Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.7
to our Current Report on Form 8-K filed on April 29,2021).

Side Letter between Diamond Offshore Drilling, Inc. and Marc Edwards (incorporated by reference to
Exhibit 10.8 to our Current Report on Form 8-K filed on April 29, 2021).

Diamond Offshore Drilling. Inc. Severance Plan (incorporated by reference to Exhibit 10.9 to our

Current Reporton Form 8-K filed on April 29,2021).

Employment Agreement, dated as of May 8,2021, between Diamond Offshore Drilling, Inc. and

Bernie Wolford, Jr. (incorporated by reference to Exhibit 10.1 to our Current Report on Form 8 -K filed
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Description of Exhibit

10.11

10.12

99.1

31.1*

31.2*

32.1*
101.INS*

101.SCH*
101.CAL*
101.LAB*
101.PRE*
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104*

onMay 13,2021).

Restricted Stock Award Aareement, dated as of May 8,2021, between Diamond Offshore Drilling,
Inc.and Bernie Wolford, Jr. with respect to the time-vesting award (incorporated by reference to
Exhibit 10.2 to our Current Report on Form 8-K filed on May 13,2021).

Restricted Stock Award Agreement, dated as of May 8,2021, between Diamond Offshore Drilling,
Inc.and Bernie Wolford, Jr. with respect to the performance-vesting award (incorporated by reference
to Exhibit 10.3 to our Current Report on Form 8-Kfiled on May 13,2021).

Confirmation Order of the United States Bankruptcy Court for the Southern District of Texas, dated
April 8,2021 (incorporated by reference to Exhibit 99.1 to our Current Report on Form 8-K filed on

April 14,2021).

Rule 13a-14(a) Certification of the Chief Executive Officer.
Rule 13a-14(a) Certification of the Chief Financial Officer.
Section 1350 Certification of the Chief Executive Officer and Chief Financial Officer.

Inline XBRL Instance Document - the instance document does notappear in the Interactive Data File
because its XBRL tags are embedded within the Inline XBRL document.

Inline XBRL Taxonomy Extension Schema Document.
Inline XBRL Taxonomy Calculation Linkbase Document.
Inline XBRL Taxonomy Label Linkbase Document.
Inline XBRL Presentation Linkbase Document.

Inline XBRL Definition Linkbase Document.

The cover page of our Quarterly Report on Form 10-Q forthequarter ended June 30, 2021, formatted
in Inline XBRL (included with the Exhibit 101 attachments).

*  Filed orfurnished herewith.
** Certain schedules and similar attachments have been omitted. The Company agrees tofurnish a supplemental
copy of any omitted schedule orattachment to the Securities and Exchange Commission upon request.
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SIGNATURES

Pursuant to the requirementsof the Securities Exchange Act of 1934, the registrant has duly causedthis report
to be signed on its behalfby the undersigned thereunto duly authorized.

DIAMOND OFFSHORE DRILLING, INC.
(Registrant)

Date August4,2021 By: /s/ Scott Kornblau
Scott Kornblau
Senior Vice President and Chief Financial Officer

Date August4,2021 /s/ Dominic A. Savarino
Dominic A. Savarino
Vice President and Chief Accounting & Tax Officer
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