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As used in this quarterly report on Form 6-K (tigiarterly Report”), unless the context otherwieguires, references to “Pacific
Drilling,” the “Company,” “we,” “us,” “our” and wods of similar import refer to Pacific Drilling S.And its subsidiaries. Unless otherwise
indicated, all references to “U.S. $” and “$” ingheport are to, and amounts are representednited)States dollars.

The information and the unaudited condensed cateteld financial statements in this Quarterly Repbauld be read in conjunction
with our Annual Report on Form 20-F for the yeadesh December 31, 2014 (our “2014 Annual Report&dfivith the Securities and
Exchange Commission (“SEC”) on February 26, 201B.phépare our unaudited condensed consolidatedcimastatements in accordance
with generally accepted accounting principles m thmited States of America (“GAAP”).
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PART | — FINANCIAL INFORMATION
Item 1 — Financial Statements (Unaudited)

Unaudited Condensed Consolidated Financial Statemén

PACIFIC DRILLING S.A. AND SUBSIDIARIES

Condensed Consolidated Statements of Income
(in thousands, except per share information) (uitedy

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Revenues

Contract drilling $ 27389 $ 26082¢ $ 557,28 $ 486,42
Costs and expenses

Contract drilling (110,38 (107,96¢) (228,05) (218,93()

General and administrative expenses (13,329 (13,779 (29,69¢) (26,30¢€)

Depreciation expense (57,239 (46,449 (114,309 (92,607)

(180,95() (168,18¢) (372,05) (337,839

Operating income 92,94¢ 92,64 185,23( 148,58:
Other expense

Interest expense (33,227 (28,599 (69,93¢) (54,63()

Other expense (349 (1,23)) (2,399 (2,400
Income before income taxes 59,37t 62,81 112,90( 91,55!

Income tax expense (12,287 (12,93) (14,07¢) (19,439
Net income $ 47,09« $ 4988. $ 98,82¢ $ 72,11
Earnings per common share, basic (Note 8) $ 02: $ 0.2: $ 047 $ 0.3t
Weighted-average number of common shares, basic (1¢d8) 210,80t 217,29: 212,20¢ 217,20¢
Earnings per common share, diluted (Note 8) $ 02: $ 0.2t $ 047 $ 0.3t
Weighted-average number of common shares, dilutedNpte 8) 211,06 219,52: 212,28! 219,37

See accompanying notes to unaudited condensedlitiated financial statements.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Condensed Consolidated Statements of Compreheinsiome
(in thousands) (unaudited)

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Net income $ 4709 $ 4988. $ 98,82: $ 72,11
Other comprehensive income (loss):

Unrecognized loss on derivative instruments (623) (8,369 (12,339 (16,10
Reclassification adjustment for loss on derivatharuments realized in

net income (Note 5) 2,60¢ 1,20¢ 5,20¢ 2,371

Total other comprehensive income (loss) 1,982 (7,15€) (6,127) (13,739

Total comprehensive income $ 49,07¢ $ 42,72« $ 92,69 $  58,37¢

See accompanying notes to unaudited condensedlidatsd financial statements.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Condensed Consolidated Balance Sheets
(in thousands, except par value) (unaudited)

December 31,

June 30, 2015 2014
Assets:
Cash and cash equivalents $ 105,26¢ $ 167,79
Accounts receivable 189,49¢ 231,02°
Materials and supplies 102,42t 95,66(
Deferred financing costs, current 14,63¢ 14,66"
Deferred costs, current 16,15( 25,19¢
Prepaid expenses and other current assets 27,24: 17,05¢
Total current assets 455,21¢ 551,40:
Property and equipment, net 5,429,21 5,431,82.
Deferred financing costs 39,03t 45,97¢
Other assets 32,12¢ 48,09¢
Total assets $ 595559 $ 6,077,30
Liabilities and shareholders’ equity:
Accounts payable $ 51,35¢ $ 40,577
Accrued expenses 36,51« 45,96:
Long-term debt, current 89,58: 369,00(
Accrued interest 13,33 24,53¢
Derivative liabilities, current 9,54t 8,64¢
Deferred revenue, current 66,61" 84,10/
Total current liabilities 266,94¢ 572,82t
Long-term debt, net of current maturities 2,914,99 2,781,24,
Deferred revenue 84,41* 108,81:
Other long-term liabilities 34,02: 35,54¢
Total long-term liabilities 3,033,431 2,925,60:
Commitments and contingencies
Shareholders’ equity:
Common shares, $0.01 par value per share, 5,008/@0@s authorized, 232,770 shares issued and
210,605 and 215,784 shares outstanding as of IyrkO35 and December 31, 2014, respectively 2,17¢ 2,17¢
Additional paid-in capital 2,374,83. 2,369,43;
Treasury shares, at cost (30,000 (8,240
Accumulated other comprehensive loss (26,337 (20,205
Retained earnings 334,53 235,71(
Total shareholders’ equity 2,655,21. 2,578,87.
Total liabilities and shareholders’ equity $ 595559 $ 6,077,30:

See accompanying notes to unaudited condensedlitiated financial statements.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Condensed Consolidated Statements of Shareholdguity
(in thousands) (unaudited)

Accumulated

Common Shares Additional Treasury Shares Other Total
Paid-In Comprehensive Retained Shareholders'
Shares Amount Capital Shares Amount Loss Earnings Equity
Balance at December 31,201« 21578, $ 2,178 $ 2,369,43 16,98t $ (8240 $ (20,209 $ 23571 $ 2,578,87.
Shares issued under share-
based compensation
plan 411 4 (429 (412 — — — (419
Shares repurchased (5,590 — — 5,59( (21,760) — — (21,760)
Share-based compensation — — 5,82¢ — _ _ _ 5,82¢
Other comprehensive los _ _ _ _ _ (6,127 _ (6,127
Net income _ _ _ _ _ _ 98,82 98,82
Balance at June 30, 2015 210,60¢ % 2,17¢ $  2,374,83 22,168 $ (30,000 $ (26,33) $ 33453 $ 2,655,21.

See accompanying notes to unaudited condensedlitiated financial statements.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows
(in thousands) (unaudited)

Cash flow from operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation expense
Amortization of deferred revenue
Amortization of deferred costs
Amortization of deferred financing costs
Amortization of debt discount
Deferred income taxes
Share-based compensation expense
Changes in operating assets and liabilities:
Accounts receivable
Materials and supplies
Prepaid expenses and other assets
Accounts payable and accrued expenses
Deferred revenue
Net cash provided by operating activities
Cash flow from investing activities:
Capital expenditures
Net cash used in investing activities
Cash flow from financing activities:
Net proceeds (payments) from shares issued undes-blased compensation plan
Proceeds from long-term debt
Payments on long-term debt
Payments for financing costs
Purchases of treasury shares
Net cash provided by (used in) financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

See accompanying notes to unaudited condensedlidasd financial statements.

Six Months Ended June 30,

2015 2014

$ 9882 $ 721l
114,30¢ 92,60:
(44,177 (56,04¢)
14,28: 26,75
5,19¢ 4,921
452 35E
(1,499 3,42¢
5,82¢ 4,65¢€
41,53 48,21
(6,766) (16,769
(2,787) (19,41%)
(18,92 (8,220)
2,28¢ 70,78:
208,56 223,38:
(102,11 (633,88
(102,11 (633,88
(419) 247
265,00 360,00
(411,29 (3,750)
(500) (500)

(21,760 —
(168,97) 355,99"
(62,526) (54,50¢)
167,79 204,12
$ 10526 $ 149,61
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statengemaudited)

Note 1 — Nature of Business

Pacific Drilling S.A. and its subsidiaries (“PacifDrilling,” the “Company,” “we,” “us” or “our”) isan international offshore drilling
contractor committed to becoming the preferred jgievof offshore drilling services to the oil andtaral gas industry through the use of
high-specification floating rigs. Our primary busgs is to contract our higpecification rigs, related equipment and work a:gpvimarily or
a dayrate basis, to drill wells for our clients. ésJune 30, 2015 , we had a fleet of eight drifishincluding one under construction at
Samsung Heavy Industries (“SHI").

Note 2 — Significant Accounting Policies

Basis of Presentation— Our accompanying unaudited condensed consolidetadcial statements have been prepared in aceoeda
with generally accepted accounting principles & thited States of America (“GAAP”) for interim &ncial information and Article 10 of
Regulation S-X of the Securities and Exchange Casimin. Pursuant to such rules and regulationse tfiesncial statements do not include
all disclosures required by GAAP for complete fioiah statements. The unaudited condensed consatidetancial statements reflect all
adjustments that are, in the opinion of managenmaaessary for a fair presentation of financialtpms results of operations and cash flows
for the presented interim periods. Such adjustmar@sonsidered to be of a normal recurring naiafess otherwise identified. Operating
results for the three and six months ended Jun2Q} are not necessarily indicative of the redtlis may be expected for the year ending
December 31, 2015 or for any future period. Theagzanying unaudited condensed consolidated finbsizilements and notes should be
read in conjunction with the audited consolidatedricial statements and notes of the Company ®yéar ended December 31, 2014 .

Principles of Consolidation— The unaudited condensed consolidated financiadrstamts include the accounts of Pacific Drilling £
and consolidated subsidiaries that we control bgership of a majority voting interest and entitiest meet the criteria for variable interest
entities for which we are deemed to be the printeyeficiary for accounting purposes. We eliminditeneercompany transactions and
balances in consolidation.

We are party to a Nigerian joint venture, Pacifitefnational Drilling West Africa Limited (“PIDWALY, with Derotech Offshore
Services Limited (“Derotech”), a privately-held Migan registered limited liability company. In Dedger 2014, we increased PIDWAL's
interest in two of our rig holding subsidiariescRia Bora Ltd. and Pacific Scirocco Ltd., to 50%daDerotech’s interest in PIDWAL to
51%. A holding company, Pacific Drillship Nigeridnited (“PDNL"), was formed under PIDWAL and oneair wholly-owned subsidiaries
to hold PIDWAL's interest in the rig holding subsidiaries. Derbtedll not accrue the economic benefits of its et in PIDWAL unless ar
until it satisfies certain outstanding obligatidnais and a certain pledge is cancelled by uswidge PIDWAL will not accrue the economic
benefits of its interest in PDNL unless and untidtisfies certain outstanding obligations to md a certain pledge is cancelled by us. We
determined that as of December 31, 2014, PIDWALRDUHL were variable interest entities for which were the primary beneficiary.
Accordingly, we consolidated all interests of PIDWAnd PDNL and no portion of their operating residtallocated to the noncontrolling
interest.

In addition to the joint venture agreement, weaparty to marketing and logistic services agregmeith Derotech and an affiliated
company of Derotech. During the three and six meetided June 30, 2015, we incurred fees of $3libmand $6.9 million , respectively,
under the marketing and logistic services agreesn&niring the three and six months ended June@B4 2we incurred fees of $3.8 million
and $6.8 million , respectively, under such agregme

Recently Issued Accounting Standards

Revenue Recognition— On May 28, 2014, the Financial Accounting Staddd@oard (“FASB”) issued Accounting Standards Updat
(“ASU") No. 2014-09,Revenue from Contracts with Customers, which requires an entity to recognize the amadimévenue to which it
expects to be entitled for the transfer of promigedds or services to customers. The ASU will replaost existing revenue recognition
guidance under GAAP when it becomes effective. @n 9, 2015, FASB agreed to a one-year deferrghefeffective date for its new
revenue standard for entities reporting under GAAWR.plan to adopt the new standard on January18.2Zthe standard permits the use of
either the retrospective or cumulative effect tithmis method. We are evaluating the effect that AZ114-09 will have on our consolidated
financial statements and related disclosures. We hat yet selected a transition method, nor hawel@termined the effect of the standar
our ongoing financial reporting.
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Debt Issuance Costs— On April 7, 2015, FASB issued ASU No. 2015-03grest - Imputation of Interest (Subtopic 835-30) -
Smplifying the Presentation of Debt Issuance Costs, which requires debt issuance costs related ézagnized debt liability to be presented in
the balance sheet as a direct deduction from thelidility rather than as an asset. Early adapttopermitted. Upon adoption, an entity rr
apply the new guidance retrospectively to all pgeriods presented in the financial statementsplafe to adopt the standard on a
retrospective basis effective January 1, 2016 apéct that it will result in the netting of our @efed financing costs against long-term debt
balances on the consolidated balance sheets fpetieds presented and related disclosure. Thdrdevho impact to the manner in which
deferred financing costs are amortized in our chdated financial statements.

Note 3 — Property and Equipment

Property and equipment consists of the following:

December 31,

June 30, 2015 2014
(in thousands)
Drillships and related equipment $4,898,44 $ 4,892,74
Assets under construction 1,118,59: 1,014,48
Other property and equipment 11,58 10,35
Property and equipment, cost 6,028,61! 5,917,57
Accumulated depreciation (599,40 (485,75¢)
Property and equipment, net $5429,21 $ 5,431,82

As of June 30, 2015, assets under constructidaded thePacific Meltem and thePacific Zonda . ThePacific Meltemwas included in
assets under construction because it was underg@jcertification activities necessary to place dhillship into service.

On January 25, 2013, we entered into a contratt 8litl for the construction of tHeacific Zonda . The contract provides for a
purchase price of approximately $517.5 million thoe acquisition of the vessel, of which we have enpalyments of approximately $181.1
million through June 30, 2015 . A final paymen@gproximately $336.4 million is due upon delivefitlte Pacific Zonda , pending
negotiations with SHI regarding its delivery date.

During the three and six months ended June 30, 2@&5capitalized interest costs of $12.9 milliow $25.9 million , respectively, on
assets under construction. During the three antheixths ended June 30, 2014 , we capitalized sttersts of $18.1 million and $37.4
million , respectively, on assets under construnctio

Note 4 — Debt

Debt consisted of the following:

December 31,
June 30, 2015 2014

(in thousands)

Due within one year:

2015 Senior Unsecured Bonds $ — $ 286,501
2018 Senior Secured Term Loan B 7,50( 7,50(
Senior Secured Credit Facility 82,08: 75,00(
Total current debt 89,58 369,00(
Long-term debt:
2017 Senior Secured Bonds $ 498,62 $ 498,36
2018 Senior Secured Term Loan B 725,33( 728,70t
Senior Secured Credit Facility 841,04 804,16
2020 Senior Secured Notes 750,00( 750,00(
2014 Secured Revolving Credit Facility 100,00( —
Total long-term debt 2,914,99. 2,781,24.

Total debt $ 3,004,57 $ 3,150,24.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statenfeimaudited) - Continued

2015 Senior Unsecured Bonds

On February 23, 2015, we repaid the $286.5 miltiatstanding principal and accrued interest on tB8% senior unsecured U.S.
dollar denominated bonds due 2015 (the “2015 Seésisecured Bonds”).

2017 Senior Secured Notes

In November 2012, Pacific Drilling V Limited (“PDV; an indirect, wholly-owned subsidiary of the Canp, and the Company, as
guarantor, completed a private placement of $500l@®n in aggregate principal amount of 7.25% sersecured notes due 2017 (the “2017
Senior Secured Notes”). The 2017 Senior SecureddNweére sold at 99.483% of par. The 2017 Seniaur8dd\otes bear interest at
7.25% per annum, payable semiannually on June Dapndmber 1, and mature on December 1, 2017.

The 2017 Senior Secured Notes are secured byt-gficsity security interest (subject to certairceptions) in théacific Khamsin ,
and substantially all of the other assets of PD¥luding an assignment of earnings and insurarmeepds related to theacific Khamsin .

As of June 30, 2015 , we were in compliance witt2@17 Senior Secured Notes covenants.
Senior Secured Credit Facility Agreement

On February 19, 2013, Pacific Sharav S.a r.l. awifie Drilling VII Limited (collectively, the “SSE Borrowers”) and the Company,
as guarantor, entered into a senior secured deaiity agreement, as amended and restated (tBEFD), to finance the construction,
operation and other costs associated witHPgmfic Sharav and thePacific Meltem (the “SSCF Vessels"Following the final drawdown in tf
second quarter of 2015, the SSCF consisted of timgipal tranches: (i) a Commercial Tranche of $&9aillion provided by a syndicate of
commercial banks and (ii) a Garanti - Instituttat Eksportkreditt (“GIEK”)Tranche of $492.5 million guaranteed by GIEK, coisgut of twc
sub-tranches: (x) an Eksportkreditt Norge AS (“ERNUb-tranche of $246.3 million and (y) a bank sanche of $246.3 million. The SSCF
is primarily secured on a first priority basis lignls on the SSCF Vessels, and by an assignmeatmihgs and insurance proceeds relating
thereto.

Borrowings under the Commercial Tranche bear isteaeLIBOR plus a margin of 3.5%. Borrowings untteyr EKN sub-tranche bear
interest, at the Company’s option, at (i) LIBORgmimargin of 1.25% (which margin may be reset @y BIL, 2019) or (ii) at a Commercial
Interest Reference Rate of 2.37%. Borrowings utttdebank sub-tranche bear interest at LIBOR plomggin of 1.25%. Borrowings under
both sub-tranches will also be subject to a guamfeae of 2% per annum. Undrawn commitments uldeSECF bear a fee equal to (i) in the
case of the Commercial Tranche, 40% of the maigirsdich tranche and (ii) in the case of the GIEKrEhe, 40% of the applicable margin
for such tranche. In addition, the GIEK Trancherb@acommitment fee equal to 40% of the guarameelhterest is payable quarterly.

The Commercial Tranche will mature on May 31, 2Q1®ans made with respect to each vessel under & Granche mature twelve
years following the delivery of the applicable s3I he GIEK Tranche contains a put option exebies# the Commercial Tranche is r
refinanced or renewed on or before February 2892@1he GIEK Tranche put option is exercised,lre&SCF Borrower must prepay, in full,
the portion of all outstanding loans that relatéh® GIEK Tranche, on or before May 31, 2019, withany premium, penalty or fees of any
kind. Amortization payments under the SSCF areutaled on a 12 year repayment schedule and mustlde every six months following
the delivery of the relevant vessel.

As of June 30, 2015 , we were in compliance witl88ICF covenants.

June 2013 Financing Transactions

On June 3, 2013, we completed three related btihclisinancing transactions totaling $2.0 billioFhe transactions included (i) a
$750.0 million private placement of 5.375% sen@rwged notes due 2020 (the “2020 Senior SecureesNotii) a $750.0 million senior

secured institutional term loan with a 2018 mayuftihe “Senior Secured Term Loan B”) and (iii) 2083 million senior secured revolving
credit facility maturing in 2018, as amended (tB613 Revolving Credit Facility”).

2020 Senior Secured Notes

The 2020 Senior Secured Notes were sold at par208@ Senior Secured Notes bear interest at 5.3#%nnum, payable
semiannually on June 1 and December 1, and matudare 1, 2020.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statenfeimaudited) - Continued

The 2020 Senior Secured Notes are guaranteed hysehsidiary of the Company that owns Baeific Bora, thePacific Mistral , the
Pacific Scirocco or thePacific Santa Ana (the “Shared Collateral Vessels”), each subsidiaay owns equity in a Shared Collateral Vessel-
owning subsidiary, certain other subsidiaries #ratparties to charters in respect of the Shardldt€@l Vessels and will be guaranteed by
certain other future subsidiaries. The indenturete 2020 Senior Secured Notes allows for theaisse of up to $100.0 million of additional
notes provided no default is continuing and the Gany is otherwise in compliance with all applicabdeenants.

The 2020 Senior Secured Notes are secured, onuah &ud ratable, first priority basis, with theightions under the Senior Secured
Term Loan B, the 2013 Revolving Credit Facility asadtain future obligations (together with the 2@hior Secured Notes, the “Pari Passu
Obligations™), subject to payment priorities in ¢aof lenders under the 2013 Revolving Credit Fgaiursuant to the terms of an
intercreditor agreement (the “Intercreditor Agreeatie by liens on the Shared Collateral Vesselslealge of the equity of the entities that
own the Shared Collateral Vessels, assignmentarafregs and insurance proceeds with respect tShiaeed Collateral Vessels, and certain
other assets of the subsidiary guarantors (colielgti the “Shared Collateral”).

As of June 30, 2015 , we were in compliance witt2@20 Senior Secured Notes covenants.

2018 Senior Secured Institutional Term LoanTerm Loan B

The Senior Secured Term Loan B was issued at 96584 face value and bears interest, at the Cowipaection, at either
(1) LIBOR, which will not be less than a floor dfalplus a margin of 3.5% per annum, or (2) a rat@tefest per annum equal to (i) the pri
rate for such day, (ii) the sum of the federal funate plus 0.5% or (iii) 1% per annum above the-imonth LIBOR, whichever is the highest
rate, in each case plus a margin of 2.5% per animterest is payable quarterly. The Senior Sectiezdh Loan B requires quarterly
amortization payments of $1.9 million and maturesione 3, 2018.

The Senior Secured Term Loan B has an accordidgargethat would permit additional loans to be egthso long as the Company’s
total outstanding obligations in connection witk Benior Secured Term Loan B and the 2020 Senimur&é Notes do not exceed $1.7
billion.

The Senior Secured Term Loan B is secured by tlaeeShCollateral and subject to the terms and piawssof the Intercreditor
Agreement.

As of June 30, 2015 , we were in compliance wittsehior Secured Term Loan B covenants.

2013 Revolving Credit Facility

Borrowings under the 2013 Revolving Credit Faciligar interest, at the Company’s option, at ei(het IBOR plus a margin ranging
from 2.5% to 3.25% based on the Company’s leveratie, or (2) a rate of interest per annum equdi)tthe prime rate for such day, (ii) the
sum of the federal funds rate plus 0.5% or (iii) &6 annum above the one-month LIBOR, whichevérashighest rate, in each case plus a
margin ranging from 1.5% to 2.25% based on the Gomis leverage ratio. Undrawn commitments accrfeeaanging from 0.7% to 1% per
annum based on the Company’s leverage ratio. kitesg@ayable quarterly.

The 2013 Revolving Credit Facility, as amendedppesrloans to be extended up to a maximum subbf®300.0 million and permits
letters of credit to be issued up to a maximumisibbf $300.0 million, subject to a $500.0 milli@verall facility limit. Outstanding but
undrawn letters of credit accrue a fee at a rabaletg the margin on LIBOR loans minus 1%. The 2B&¥olving Credit Facility has a
maturity date of June 3, 2018.

The 2013 Revolving Credit Facility is secured by 8hared Collateral and subject to the provisidriseintercreditor Agreement.

As of June 30, 2015 , no amounts were outstandiigsaed as letters of credit under the 2013 RéwglCredit Facility.

As of June 30, 2015 , we were in compliance witt2@13 Revolving Credit Facility covenants.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statenfeimaudited) - Continued

October 2014 Transaction

2014 Revolving Credit Facility

On October 29, 2014, we entered into a revolvimglicfacility with an aggregate principal amountupfto $500.0 million (the “2014
Revolving Credit Facility”), for pre-delivery, dekry and post-delivery financing of tiRacific Zonda and other general corporate purposes.

Borrowings under the 2014 Revolving Credit Facibigar interest, at the Company’s option, at ei(bhet IBOR plus a margin ranging
from 1.75% to 2.5% based on the Company’s leverati, or (2) a rate of interest per annum equdi)tthe prime rate for such day, (ii) the
sum of the federal funds rate plus 0.5% or (iii) &6 annum above the 1-month LIBOR, whichever éshilyhest rate, in each case plus a
margin ranging from 0.75% to 1.5% based on the Gomis leverage ratio. Undrawn commitments accrfeeaanging from 0.5% to 0.8%
per annum based on the Company’s leverage ratirelst is payable quarterly.

The 2014 Revolving Credit Facility provides for fsaup to a maximum of $500.0 million; however, Isamexcess of $350.0 million
are subject to the delivery of tRacific Zonda prior to October 31, 2015 and the Company's entiy & satisfactory drilling contract for such
drillship. A satisfactory drilling contract mustquide for an initial duration of at least one yaad a minimum dayrate of $425,000 or mus
otherwise acceptable to the lenders. The 2014 RiexpCredit Facility has a maturity date of fiveays after the delivery date of tRacific
Zonda . Mandatory commitment reductions under the 201doRéng Credit Facility are calculated on a 12 ypesfile and begin six months
after the delivery date of theacific Zonda .

Prior to delivery of thélacific Zonda , the 2014 Revolving Credit Facility is primarilgaired on a first priority basis by liens on the
construction contract and refund guarantee foPtmEfic Zonda and a pledge of the equity of one of the subsidigigrantors. Upon delivery
of thePacific Zonda , the 2014 Revolving Credit Facility will be prinilgrsecured on a first priority basis by liens &we Pacific Zonda and by
assignments of earnings and insurances relateetther

As of June 30, 2015 , we were in compliance witt2@14 Revolving Credit Facility covenants.

Note 5 — Derivatives

We are currently exposed to market risk from charigénterest rates and foreign exchange ratesn Firae to time, we may enter into
a variety of derivative financial instruments imoection with the management of our exposure tdltions in interest rates and foreign
exchange rates. We do not enter into derivativestrations for speculative purposes; however, fooaating purposes, certain transactions
may not meet the criteria for hedge accounting.

On May 30, 2013, we entered into an interest napsas a cash flow hedge against future fluctuatioi IBOR rates with an effecti
date of June 3, 2013. The interest rate swap hati@nal value of $712.5 million, does not amoriael matures on December 3, 2017. On a
quarterly basis, we pay a fixed rate of 1.56% a@uweive the maximum of 1% or three-month LIBOR.

On June 10, 2013, we entered into an interesswadp as a cash flow hedge against future fluctogtio LIBOR rates with an effecti
date of July 1, 2014. The interest rate swap hastianal value of $400.0 million, does not amortel matures on July 1, 2018. On a
quarterly basis, we pay a fixed rate of 1.66% a@uetive three-month LIBOR.

On December 17, 2014, we entered into a seriesrefgn currency forward contracts as a cash flodgkeagainst future exchange rate
fluctuations between the Euro and US Dollar. Weusiag the forward contracts to hedge Euro paymient®recasted capital expenditures.
The forward contracts have an aggregate notioriabwvaf €18.5 million with settlement dates of Ded®mmn15, 2015, January 15, 2016 and
December 15, 2016. Upon each settlement, we paRali&rs and receive Euros at forward rates ran§iogn $1.25 to $1.27.
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The table below provides data about the fair vabfeterivatives that are designated as hedge im&ints as of June 30, 2015 and
December 31, 2014 :

December 31,

Derivatives Designated as Hedging Instruments Balance Sheet Location June 30, 2015 2014
(in thousands)

Long-term—Interest rate swaps Other assets $ 77z % 5,601
Short-term—Interest rate swaps Derivative liabilities, current (8,099 (8,38))
Long-term—Interest rate swaps Other long-term liabilities (263) —
Short-term—Foreign currency forward contracts Derivative liabilities, current (1,459 (267)
Long-term—Foreign currency forward contracts Other long-term liabilities (839) (296)

Total $ (9,869) % (3,349

The Company has elected not to offset the fairevaliuderivatives subject to master netting agreg¢spémit to report them gross on its
condensed consolidated balance sheets.

The following table summarizes the cash flow heggies and losses for the three months ended Jyrgd38 and 2014 :

Gain (Loss) Recognized in Income

Gain (Loss) Recognized in Other Loss Reclassified from (Ineffective Portion and Amount
Comprehensive Income ("OCI") for Accumulated OCI into Income for Excluded from Effectiveness Testinc
the Three Months Ended June 30, the Three Months Ended June 3C for the Three Months Ended June 3(

Derivatives in Cash Flow Hedging Relationships 2015 2014 2015 2014 2015 2014

(in thousands)
Interest rate swaps $ (1,240 $ (7,156 $ 2,608 $ 1,20¢ $ —  $ —
Foreign currency forward contracts $ 617 $ — 3 — 3 — % — $ —

The following table summarizes the cash flow heglgias and losses for the six months ended Jun203®, and 2014 :

Gain (Loss) Recognized in Income

Loss Recognized in Other Loss Reclassified from (Ineffective Portion and Amount
Comprehensive Income ("OCI") for Accumulated OCI into Income for Excluded from Effectiveness Testing
the Six Months Ended June 30, the Six Months Ended June 30,  for the Six Months Ended June 30,

Derivatives in Cash Flow Hedging Relationships 2015 2014 2015 2014 2015 2014

(in thousands)
Interest rate swaps $ (9,610 $ (13,739 $ 5,20¢ $ 2,371 $ — 3 =
Foreign currency forward contracts $ 1,722 $ — 8 — 8 — 3 — 8 —

As of June 30, 2015 , the estimated amount ofassiels associated with derivative instruments tloatdvbe reclassified from
accumulated other comprehensive loss to earningsgithe next twelve months is $8.9 million . Dugithe three and six months ended
June 30, 2015, we reclassified losses from accatedilother comprehensive loss of $2.4 million ah@ $nillion to interest expense and $0.2
million and $0.4 million to depreciation, respeeliv. During the three and six months ended Jun2@D4 , we reclassified losses from
accumulated other comprehensive loss of $1.0 mibied $2.0 million to interest expense and $0.Haniland $0.4 million to depreciation,
respectively.

Note 6 — Fair Value Measurements

We estimated fair value by using appropriate véamatethodologies and information available to ntggmaent as of June 30, 2045d
December 31, 2014 . Considerable judgment is reduir developing these estimates, and accordiegtymated values may differ from
actual results.

The estimated fair value of accounts receivablep@aets payable and accrued expenses approxima&iesainrying value due to their
short-term nature. The estimated fair value of SBCF debt and 2014 Revolving Credit Facility
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approximates carrying value because the varialds @pproximate current market rates. The follovtadie presents the carrying value and
estimated fair value of our other long-term delstrimments:

June 30, 2015 December 31, 2014
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
(in thousands)

2015 Senior Unsecured Bonds $ — 3 — $ 286,500 $ 284,35:
2017 Senior Secured Bonds 498,62: 437,50( 498,36 447,50(
2018 Senior Secured Term Loan B 732,83 600,86: 736,20¢ 614,55:
2020 Senior Secured Notes 750,00( 566,25( 750,00( 600,00(

We estimate the fair values of our variable-ratg faxed-rate debt using quoted market prices tcetktent available and significant
other observable inputs, which represent Levelrd/&ue measurements.

The following table presents the carrying value astimated fair value of our financial instrumergsognized at fair value on a
recurring basis:

June 30, 2015

Fair Value Measurements Using

Carrying
Value Level 1 Level 2 Level 3
(in thousands)
Assets:
Interest rate swaps $ 772 — % 772 —
Liabilities:
Interest rate swaps $ (8,359 — $ (8,359 —
Foreign currency forward contracts $ (2,286 — $ (2,280 —
December 31, 2014
Fair Value Measurements Using
Carrying
Value Level 1 Level 2 Level 3
(in thousands)
Assets:
Interest rate swaps $ 5,601 — $ 5,601 —
Liabilities:
Interest rate swaps $ (8,38)) — $ (8,38) —
Foreign currency forward contracts $ (569 — (563%) —

We use an income approach to value assets anlitiéshiior outstanding interest rate swaps andifpreurrency forward contracts.
These contracts are valued using a discountedfloagimodel that calculates the present value afreicash flows under the terms of the
contracts using market information as of the rapgrtlate, such as prevailing interest rates anadni rates. The determination of the fair
values above incorporated various factors, inclydire impact of the counterparty’s non-performarnisie with respect to the Company’s
financial assets and the Company’s non-performeagskewith respect to the Company’s financial lidisks.

Refer to Note 5 for further discussion of the Comps use of derivative instruments and their failues.
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Note 7 — Commitments and Contingencies

Commitments— As of June 30, 2015, Pacific Drilling had no erél commitments other than the commitment offitha payment
of approximately $336.4 million for theacific Zonda discussed in Note 3, pending negotiations with &ghrding its delivery date.

Our liquidity fluctuates depending on a numberaxtbrs, including, among others, our revenue efficy and the timing of collecting
accounts receivable as well as amounts paid faratipg costs. We believe that our cash on handcast flows generated from operating
activities and existing credit facilities will prae sufficient liquidity over the next twelve mostto fund our working capital needs, sched
payments on our debt and capital expenditures. &Ve hitiated discussions with the agent banks uadedebt facilities for revisions that
will enhance our ability to comply with our debtvemants over the long-term.

Custom Bonds—As of June 30, 2015 , we were contingently lialleler certain performance, bid and custom bondérngt
approximately $224.2 million issued as securityhie normal course of our business.

Contingencies— It is to be expected that we and our subsidiaxiide routinely involved in litigation and dispes arising in the
ordinary course of our business. On April 16, 20lrdnsocean filed a complaint against us in theddn$tates District Court for the South
District of Texas alleging infringement of theiralwactivity patents. Transocean subsequently iled\mended Complaint against us on May
13, 2013. In its Amended Complaint, Transoceansedief in the form of a permanent injunction, gensatory damages, enhanced
damages, court costs and fees. On May 31, 2018leseour Answer to the Amended Complaint and ooufterclaims seeking Declaratory
Judgments that we do not infringe the assertedsbi@an patents and that such patents are invalidraanforceable. The Court issued its
claim construction order on May 27, 2015. Basedhenissue date of that order, the remaining caadliuhes are now set, and the trial for this
matter is currently scheduled for March 14, 201@ &8 not believe that the ultimate liability, ify\gmesulting from any such pending
litigation will have a material adverse effect am éinancial position, results of operations orlcélews.

Note 8 — Earnings per Share

The following reflects the income and the sharea daied in the basic and diluted earnings per sftangutations:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands, except per share information)
Numerator:
Net income, basic and diluted $ 47,09 $ 49,88: $ 98,82: $ 72,11:
Denominator:
Weighted-average number of common shares outstgniolirsic 210,80¢ 217,29: 212,20¢ 217,20¢
Effect of share-based compensation awards 261 2,23( 76 2,16¢
Weighted-average number of common shares outstgndilnted 211,06 219,52: 212,28t 219,37
Earnings per share:
Basic $ 02: $ 02: $ 047 $ 0.3¢
Diluted $ 02z $ 02: $ 047 $ 0.3¢

The following table presents the share effectshafe-based compensation awards excluded from oopuitions of diluted earnings
per share as their effect would have been anttiddfor the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands) (in thousands)
Share-based compensation awards 9,58¢ 4,49( 9,771 4,551
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Note 9 — Income Taxes

We recognize tax benefits from an uncertain taxtjpomsonly if it is more likely than not that thegition will be sustained upon
examination by taxing authorities based on therteth merits of the position. The amount recognizetthe largest benefit that we believe
greater than a 50% likelihood of being realizedrupettlement. As of June 30, 2015 and Decembe2@®4 , we had $19.1 million and $23.2
million , respectively, of unrecognized tax berefigxcluding interest and penalties) which werduithed in other long-term liabilities on our
consolidated balance sheet. The entire balanceretagnized tax benefits as of June 30, 20@6Id favorably impact our effective tax rate
recognized. Included on our balance sheet as & 30n2015 and December 31, 2014 were $1.5 miflimh$1.2 million , respectively, of
interest and penalties related to unrecognizetemefits.

Note 10 — Supplemental Cash Flow Information

Within our condensed consolidated statements df faws, capital expenditures represent expenditémewhich cash payments were
made during the period. These amounts exclude edaapital expenditures, which are capital expenelit that were accrued but unpaid.
During the six months ended June 30, 2015 and 26thidnges in accrued capital expenditures werer8lian and $(8.1) million ,
respectively.

During the six months ended June 30, 2015 and 28d4-cash amortization of deferred financing casis accretion of debt discount
totaling $2.5 million and $2.7 million were capitzd to property and equipment, respectively. Adowgly, these amounts are excluded from
capital expenditures in our condensed consolidstiE@ments of cash flows for the six months endeé 30, 2015 and 2014 .
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Item 2 — Operating and Financial Review and Prospds
Overview

We are an international offshore drilling contractommitted to becoming the preferred providerfidlwre drilling services to the oil
and natural gas industry through the use of higtcigigation floating rigs. Our primary businesgascontract our high-specification rigs,
related equipment and work crews, primarily on yrate basis, to drill wells for our clients. Led &yeam of seasoned professionals with
significant experience in the oil services and kégkcification drilling sectors, we specialize le technically demanding segments of the
offshore drilling business.

We are focused on the high-specification segmettiefloating rig market. The term “high-specificat,” as used in the floating rig
drilling industry to denote a particular segmenthef market, can vary and continues to evolve withnological improvements. We gener.
consider high-specification requirements to includs in water depths of more than 7,500 feet ojguts requiring advanced operating
capabilities, such as high hotdads (>1,000 tons), large accommodations (200s)héttreased mud storage and pumping capacityhigtx
deck-load and space capabilities. While not culyemtore focus for our business, our drillships also capable of operating in harsh
environment areas, where there are typically rougba conditions.

Our Fleet

Rig Name Delivered/Expected Delivery Water Depth (in feet) Drilling Depth (in feet) Customer
Pacific Bora 2010 10,00( 37,50( Chevron
Pacific Scirocco 2011 12,00( 40,00( Total

Pacific Mistral 2011 12,00( 37,50( Available
Pacific Santa Ana 2011 12,00( 40,00( Chevron
Pacific Khamsin 2013 12,00( 40,00( Chevron
Pacific Sharav 2014 12,00( 40,00( Chevron
Pacific Meltem 2014 12,00( 40,00C  Available
Pacific Zonda Footnote (1) 12,00( 40,00  Available

(1) ThePacific Zonda is under construction at SHI and is currently sciedi for delivery in October 2015. We are in disiass with SHI
regarding its delivery date. We do not anticipdéeing thePacific Zonda into service until the first half of 2017.

Drilling Contracts for our Fleet

The current status of our contracted drillshipgsgollows:

«  ThePacific Bora entered service in Nigeria on August 26, 2011 uadéaree-year contract with a subsidiary of Chevron
Corporation (“Chevron”). The contract has been raésl to August 2016.

«  ThePacific Scirocco entered service in Nigeria on December 31, 201kuadne-year contract with a subsidiary of Total. S
(“Total”). Through the exercise of several optiomstal has extended the contract term to Januaty.20

* ThePacific Santa Ana entered service in the U.S. Gulf of Mexico on May@12 under a five-year contract with a subsidary
Chevron.

*  ThePacific Khamsin entered service in Nigeria on December 17, 201&uadwoyear contract with a subsidiary of Chevi

*  ThePacific Sharav entered service in the U.S. Gulf of Mexico on AugRig, 2014 under a five-year contract with a sulasjdof
Chevron.

Available Drillships
ThePacific Mistral is currently idle in Aruba while actively seekingantract.

The Pacific Meltemis currently in the Gulf of Mexico undergoing BOg®rtification activities necessary to place thelship into
service. Once placed into service, we expecPtuific Meltemto be idle while actively seeking a contract.
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General Industry Trends and Outlook

Historically, operating results in the offshore trawt drilling industry have been cyclical and difg related to the demand for and the
available supply of drilling rigs, which are infloeed by various factors, including the volatilitfyail prices. However, since factors that
impact offshore exploration and development spemndie beyond our control, and rig demand dynanaosshift quickly, it is difficult for us
to predict future industry conditions, demand tend operating results.

Drilling Rig Supply

Across the industry, there were no orders placehduhe first half of 2015 to build additional higspecification semi-submersibles or
drillships. We estimate there are approximatelhigfh-specification rigs delivered or scheduleddelivery from July 1, 2015 until the end of
2017, 18 of which have not yet been announced rtsamied to clients. Because of the long lead timeslved in rig construction, supply ¢
be forecasted through the end of 2017. Due to akdetays in delivery dates and canceled ordersestimate of available high-specification
rigs through 2017 has decreased from the firsttguaf 2015. Further cancellation of existing oedand shipyard delays could occur,
especially among yards forecasted to make their dieliveries during this time frame. The supphhigfh-specification units through the end
of 2017 can be estimated as a range between 10528n®Beyond this time frame, the supply is undéerad any projections have diminisr
predictive value.

Drilling Rig Demand

Demand for our drillships is a function of the wiwide levels of offshore exploration and developtreggrending by oil and gas
companies, which is influenced by a number of fect®he type of projects that modern drillships emake are generally located in deeper
water, more remote locations and are more capitahsive and longer lasting than those of olddess capable drilling rigs. Long-term
expectations about future oil and natural gas priweve historically been the key driver for deegwand high-specification exploration and
development spending. Although dayrates and utitinfor modern drillships have typically been lsgnsitive to short-term oil price
movements than those of older or less capabléngritigs, sustained declines in oil prices havaisicantly impacted the number of projects
available for modern drillships.

Since the beginning of 2015, oil and global non-Uh&ural gas prices have exhibited great volgtitieclining significantly. The
current prices are at a level that has renderec steapwater projects uneconomic, and, if sustamegt,continue to do so through 2016.
While questions remain regarding long-term oil aatural gas prices and supply-demand balance, Gd#tly continued to be positive but
slowed in key emerging markets and North America.

Our clients’ drilling programs are also affectedtbg global economic and political climate, acdesguality drilling prospects,
exploration success, perceived future availabditg lead time requirements for drilling equipmerlyances in drilling technology, and
emphasis on deepwater and high-specification eafor and production versus other areas. Durinditsehalf of 2015, there were no
material adverse changes to regulations or otis¢ricgons affecting our ability to operate in cties where we currently, or in the future
may, operate.

Overall, the first half of 2015 saw an extremelyvglpace for high-specification tendering activigmgpared to recent years resulting
from the various factors impacting drilling rig dend, most notably the decline in oil prices andtesd reductions to our clients' and
prospective clients' drilling programs.

Supply and Demand Balance

Since the close of 2014, capital expenditure bigdigate significantly declined for many exploratad production companies, and
currently see utilization of modern drillships b&l@00%, which we expect to continue through 2016.

We estimate that from July 1, 2015 until the en@@£5, approximately 10-14 higpecification rigs without currently confirmed ciit
contracts will be available to commence operatidmilitionally, multiple older, lower-specificatiantra-deepwater and mid-water drillships
and semisubmersibles have recently completed adstwathout followen contracts. The recent mismatch of the timingugfply and demar
has exerted considerable pressure on the marketanlied in lower dayrates than have been availabér the past few years. While recent
scrapping and cold stacking of older assets hasrieavthe total rig supply, previously ordered neNdsucontinue to be added to the fleet.
industry will need to remove additional rigs fronpgly to rebalance the global fleet and see denraardase to absorb the excess supply.

For more information on this and other risks to business and our industry, please read “Risk Esicto our 2014 Annual Report.
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Contract Backlog

Our contract backlog includes firm commitments omifich are represented by signed drilling conass of August 3, 2015, our
contract backlog was approximately $1.9 billion avab attributable to revenues we expect to generateePacific Bora, thePacific
Scirocco , thePacific Santa Ana , thePacific Khamsin and thePacific Sharav under drilling contracts with Chevron and Total. Wdculate
our contract backlog by multiplying the contractdayrate by the minimum number of days committedieurthe contracts (excluding options
to extend), assuming full utilization, and alsolirting mobilization fees, upgrade reimbursements@her revenue sources, such as the
standby rate during upgrades, as stipulated iapipiicable contract.

The actual amounts of revenues earned and thd petiads during which revenues are earned magwifom the amounts and
periods shown in the table below due to variousofac including shipyard and maintenance projetdgyntime and other factors. Our
contracts customarily provide for termination a #iection of the client with an “early terminatipayment” to be paid to us if a contract is
terminated prior to the expiration of the fixedneiHowever, under certain limited circumstanceshsas destruction of a drilling rig, our
bankruptcy, sustained unacceptable performances loy delivery of a rig beyond certain grace antifpiidated damages periods, an early
termination payment is not required to be paid.gkdingly, the actual amount of revenues earned messubstantially lower than the backlog
reported.

The firm commitments that comprise our $1.9 billmmtract backlog as of August 3, 2015, are asvil

Average

Contract

Backlog

Revenue Actual Expected

Contracted Contract Contractual Per Contract Contract

Rig Location Client Backlog @ Dayrate @® Day @ Commencement Duration
Pacific Bora Nigeria Chevron  $ 233,83t $ 58¢ $ 602 August 26, 2011 5 years
Pacific Scirocco Nigeria Total $ 260,95. $ 49¢ $ 49¢ December 31, 2011 5 years and 8 days
PacificSantaAna  U.S. Gulf of Mexico ~ Chevron  $ 350,56 $ 490 % 552 March 21, 2012 5 years and 38 days
Pacific Khamsin Nigeria Chevron  $ 101,19¢  $ 66C $ 75C December 17, 2013 2 years
Pacific Sharav U.S. Gulf of Mexico  Chevron  $ 907,44: $ 556 $ 611 August 27, 2014 5 years

() Inthousands. Based on signed drilling contractssagned commitments as further described al
(b) Based on current contractual dayrate amounts, stulgj@ny applicable escalation provisic
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Results of Operations
Three Months Ended June 30, 2015 Compared to Three Months Ended June 30, 2014

The following table provides a comparison of oundensed consolidated results of operations fottttee months endeliine 30, 201
and 2014 :

Three Months Ended June 30,

2015 2014 Change % Change
(in thousands, except percentages)

Revenues

Contract drilling $ 27389 $ 260,82¢ $ 13,06¢ 5%
Costs and expenses

Contract drilling (110,389 (107,969 (2,429 2%

General and administrative expenses (13,329 (23,777 44% 3%

Depreciation expense (57,239 (46,449 (10,78%) 23%

(180,95() (168,18¢) (12,764 8%

Operating income 92,94! 92,64: 30z —%
Other expense

Interest expense (33,227 (28,599 (4,629 1€%

Other expense (343) (1,239 88¢ 72%
Income before income taxes 59,37: 62,81 (3,439%) 88%

Income tax expense (12,287 (12,93) 65C 5%
Net income $ 47,09 $ 49,88: $ (2,789 6%

Revenues. The increase in revenues for the three months ehualeel 30, 2015 resulted primarily from drillshipslar contract during
such period operating at a higher average contthdayrate of $559,000 as compared to $515,000eitiree months ended June 30, 2014 .

During the three months ended June 30, 2015 , perating fleet of drillships achieved an averagenee efficiency of 95.5%
compared to 97.1% for the three months ended JOn203.4 . Revenue efficiency is defined as theadctontractual dayrate revenue
(excludes mobilization fees, upgrade reimbursemamdsother revenue sources) divided by the maxiraomount of total contractual dayrate
revenue that could have been earned during suabdper

Contract drilling revenue for the three months ehdigne 30, 2015 and 2014 also included amortizatiaieferred revenue of $21.5
million and $28.0 million and reimbursable reveno€$9.7 million and $5.2 million , respectivelyh@ decrease in the amortization of
deferred revenue was primarily due to completiothefprimary contract term for thacific Borain August 2014 and for thieacific Mistral
in February 2015, partially offset by the additibdeferred revenue for tHeacific Sharav . Reimbursable revenues represent the gross ar
earned related to costs for the purchase of sup@uipment, personnel services and other serpicesded at the request of our clients that
are beyond the initial scope of the drilling cootra he increase in reimbursable revenues wasrktatcorresponding increases in
reimbursable costs incurred.

Contract drilling costs. The following table summarizes contract drillingst

Three Months Ended June 30,

2015 2014
(in thousands)
Direct rig related operating expenses, net $ 87,57C $ 80,91¢
Reimbursable costs 9,08¢ 4,44¢
Shore-based and other support costs 7,93: 9,05z
Amortization of deferred costs 5,79¢ 13,541
Total $ 110,38t $ 107,96

The increase in direct rig related operating expstigr the three months ended June 30, 2015 rddutten six drillships in service
during the period, compared to five drillships floe three months ended June 30, 2014 .
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Reimbursable costs are not included under the sobtee drilling contract’s initial dayrate, buteasubject to reimbursement from our
clients. Reimbursable costs can be highly variableveen quarters. Because the reimbursement a&f tusss by our clients is recorded as
additional revenue, they do not generally negatie#lect our margins.

The decrease in amortization of deferred costspsiagarily due to completion of the primary contréetm for thePacific Bora in
August 2014 and for theacific Mistral in February 2015, partially offset by the additibdeferred costs for theacific Sharav .

Direct rig related operating expenses and shoreebasd other support costs divided by the numbepefating rig days were as
follows:

Three Months Ended June 30,

2015 2014
(in thousands, amounts per operating rig per day)
Direct rig related operating expenses, net $ 160.2 $ 177.¢
Shore-based and other support costs 14t 19.€
Total $ 174¢ $ 197.5

The decrease in direct rig related operating exgmpsr operating rig per day for the three montited June 30, 2015s compared
the same period in 2014 , was attributable to saging measures implemented on operating drillstusthePacific Mistral while idle.

The decrease in shore-based and other supportpmrstgerating rig per day for the three monthsdniline 30, 2015 , as compared to
the same period in 2014 , was due to a signifioaahiction in Brazil office overhead and leveraging shore based resources to service a
larger fleet.

General and administrative expenses . The decrease in general and administrative exseios the three months ended June 30, 2015 a
compared to the three months ended June 30, 28Qited from cost saving initiatives implementedi&be.

Depreciation expense . The increase in depreciation expense for theethmenths ended June 30, 2015 , as compared tarte [seriod
in 2014, related to depreciation expense incurrethePacific Sharav, after being placed into service on August 27,4201

Interest expense . The following table summarizes interest expense:

Three Months Ended June 30,

2015 2014
(in thousands)
Interest $ (43,757 $ (45,719
Realized losses on interest rate swaps (2,406 (1,009
Capitalized interest 12,93¢ 18,12
Interest expense $ (33,22) $ (28,599

The increase in interest expense for the threemsarided June 30, 2015, as compared to the saind p£2014 , was due to a
reduction in capitalized interest resulting froraqihg thePacific Sharav into service on August 27, 2014, partially offsgtthe benefit to
interest expense resulting from a lower overalrage borrowing rate.

Other expense . The decrease in other expense primarily relateditrency exchange fluctuations.

Income taxes. In accordance with GAAP, we estimate the full+tyeffective tax rate from continuing operations apgly this rate to
our year-to-date income from continuing operatidnsaddition, we separately calculate the tax imp&cinusual or infrequent items, if any.
The tax impacts of such unusual or infrequent itanestreated discretely in the quarter in whictythecur. During the three months ended
June 30, 2015 and 2014 , our effective tax rate2@as% and 20.6% , respectively.

The relationship between our provision for or bérfedm income taxes and our pre-tax book income ey significantly from period
to period considering, among other factors, (a)atverall level of pre-tax book income, (b) changes
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in the blend of income that is taxed based on gmsnues or at high effective tax rates versugatdook income or at low effective tax
rates and (c) our rig operating structures. Consetlyy our income tax expense does not change piopally with our pre-tax book income.
Significant decreases in our pre-tax book inconpéctfly result in higher effective tax rates, whdlignificant increases in pre-tax book
income can lead to lower effective tax rates, stthifethe other factors impacting income tax expamsted above. Our effective tax rate for
the three months ended June 30, 2015 as compatied tioree months ended June 30, 2014 was relativehanged.

Sx Months Ended June 30, 2015 Compared to Sx Months Ended June 30, 2014

The following table provides a comparison of oundensed consolidated results of operations fosithenonths ended June 30, 2015
and 2014 :

Six Months Ended June 30,

2015 2014 Change % Change
(in thousands, except percentages)

Revenues

Contract drilling $ 557,28 % 486,42( $ 70,86 15%
Costs and expenses

Contract drilling (228,05) (218,93() (9,129 4%

General and administrative expenses (29,69¢) (26,30¢) (3,389 13%

Depreciation expense (114,309 (92,607) (21,709 23%

(372,05) (337,839 (34,219 10%

Operating income 185,23( 148,58: 36,64¢ 25%
Other expense

Interest expense (69,93¢) (54,63() (15,30¢) 28%

Other expense (2,399 (2,400 6 —%
Income before income taxes 112,90( 91,55 21,34¢ 23%

Income tax expense (14,07¢) (19,439 5,36: 28%
Net income (loss) $ 98,82: $ 72,11: % 26,71: 37%

Revenues. The increase in revenues for the six months endee 30, 2015 resulted primarily from the fleet @pieg at higher revenue
efficiency and average contractual dayrate of $88®Bas compared to $515,000 in the six months edualeel 30, 2014 .

During the six months ended June 30, 2015 , ouratipg fleet of drillships increased average reweafiiciency to 95.3%, as
compared to 90.1% during the six months ended 30n2014 .

Contract drilling revenue for the six months endede 30, 2015 and 2014 also included amortizatiakeferred revenue of $44.2
million and $56.0 million and reimbursable revenoé$15.6 million and $12.2 millionrespectively. The decrease in amortization oéaet
revenue was primarily due to completion of the iyncontract term for thBacific Bora in August 2014 and for theacific Mistral in
February 2015, partially offset by the additionefatred revenue for thHeacific Sharav . The increase in reimbursable revenues was related
corresponding increases in reimbursable costsriedur

Contract drilling costs. The following table summarizes contract drillingst

Six Months Ended June 30,

2015 2014
(in thousands)
Direct rig related operating expenses, net $ 181,64( $ 163,61(
Reimbursable costs 14,89: 11,12¢
Shore-based and other support costs 17,24: 17,44(
Amortization of deferred costs 14,28: 26,757
Total $ 228,05 $ 218,93
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The increase in direct rig related operating experfsr the six months ended June 30, 2@Ehilted from six drillships in service duri
the period, compared to five drillships for the gignths ended June 30, 2014 .

Reimbursable costs are not included under the sobte drilling contract’s initial dayrate, buteasubject to reimbursement from our
clients. Reimbursable costs can be highly variableveen quarters. Because the reimbursement a&f tosss by our clients is recorded as
additional revenue, they do not generally negatie#lect our margins.

The decrease in amortization of deferred costspsiagarily due to completion of the primary contréetm for thePacific Bora in
August 2014 and for theacific Mistral in February 2015, partially offset by the additibdeferred costs for theacific Sharav .

Direct rig related operating expenses and shoreebasd other support costs divided by the numbepefating rig days were as
follows:

Six Months Ended June 30,

2015 2014
(in thousands, amounts per operating rig per day)
Direct rig related operating expenses, net $ 167.2 $ 180.¢
Shore-based and other support costs 15.€ 19.:
Total $ 183.2 $ 200.1

The decrease in direct rig related operating exgmpsr operating rig per day for the six monthsdntline 30, 2015 , as compared to
the same period in 2014 , was attributable to saging measures implemented on operating drillstugsthePacific Mistral while idle.

The decrease in shore-based and other supportpmystperating rig per day for the six months endlgte 30, 2015 , as compared to
the same period in 2014 , was due to a signifioaahiction in Brazil office overhead and leveraging shore based resources to service a
larger fleet.

General and administrative expenses . The increase in general and administrative exggefa the six months ended June 30, 2015 as
compared to the six months ended June 30, 201#eddtom the headcount increase incurred througB6a4 required to support our fleet.
This increase was partially offset by the costsgwnitiatives implemented to date.

Depreciation expense . The increase in depreciation expense for thensinths ended June 30, 2014 , as compared to thepaniod in
2014 , related to depreciation expense incurretheRacific Sharav, after being placed into service on August 27,4201

Interest expense . The following table summarizes interest expense:

Six Months Ended June 30,

2015 2014
(in thousands)
Interest $ (91,040 $ (90,000
Realized losses on interest rate swaps (4,809 (2,006
Capitalized interest 25,912 37,37¢t
Interest expense $ (69,93¢) $ (54,630

The increase in interest expense for the six masnlded June 30, 2015 , as compared to the sanus pe2014 , was due to higher
overall borrowing and a reduction in capitalizetenest resulting from placing tiRacific Sharav into service on August 27, 2014, partially
offset by the benefit to interest expense resultiom a lower overall average borrowing rate.

Other expense . Other expense was relatively unchanged as comhpangrior period.

Income taxes. In accordance with GAAP, we estimate the full-yeffective tax rate from continuing operations apglg this rate to
our year-to-date income from continuing operatidnsaddition, we separately calculate the tax impéanusual or infrequent items, if any.
For the six months ended June 30, 2015 and 20adeffective tax rate was 12.5% and 21.2% , re$psgt The tax rate for the six months
ended June 30, 2015 was positively impacted bgeretie decrease in
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uncertain tax positions of $9.6 million. Withouetimpact of this discrete item, the effective taterfor the six months ended June 30, 2015
was 20.1%.

The relationship between our provision for or bérfedm income taxes and our pre-tax book income ey significantly from period
to period considering, among other factors, (a)averall level of pre-tax book income, (b) changethe blend of income that is taxed based
on gross revenues versus pre-tax book income,@maii( rig operating structures. Consequently,iocome tax expense does not necessarily
change proportionally with our pre-tax book incor8gnificant decreases in our pre-tax book incoypéctlly result in higher effective tax
rates, while significant increases in pre-tax bomome can lead to lower effective tax rates, suttijethe other factors impacting income tax
expense noted above. The decrease in our effdativate for the six months ended June 30, 2085 ompared to the six months ended
June 30, 2014 (excluding the impact of the afordiorad discrete item), primarily related to a deseein the blend of income taxed in
relatively high taxed jurisdictions versus low texarisdictions.

Liquidity and Capital Resources
Liquidity

As of June 30, 2015, we had $105.3 millafrcash and cash equivalents. As of August 3, 2@&5ave access to $300.0 million ur
our 2013 Revolving Credit Facility and $250.0 noifliunder our 2014 Revolving Credit Facility. Additally, an incremental $150.0 million
is available under our 2014 Revolving Credit Fagili the Pacific Zonda is delivered prior to October 31, 2015 and we havtered into a
satisfactory drilling contract for such drillshi/e have initiated discussions with SHI regardirg dklivery date for thBacific Zonda and
with our agent banks regarding the incrementallalvaity.

Our liquidity requirements include meeting ongowmgrking capital needs, repaying our outstandingiddness and funding
anticipated capital expenditures, which largely pased of our final payment to SHI for tRacific Zonda, and maintaining adequate credit
facilities or cash balances to compensate for fieets of fluctuations in operating cash flows. @ibility to meet these liquidity requirements
will depend in large part on our future operatimg éinancial performance. Primary sources of fufadsur short-term liquidity needs will be
cash flow generated from operating and financirtiyéies, which includes availability under the fiiiies outlined above. Our liquidity
fluctuates depending on a number of factors, irinlyldamong others, our revenue efficiency anditheng of accounts receivable collection
as well as payments for operating costs. We hastéuted several companywide cost-control measamesare implementing additional
measures to reduce costs to an optimal level tleatsus to continue our focus on service qualitie expect these activities to strengthen
cash flow generation and liquidity. We believe tbat cash on hand and cash flows generated fromatipg activities and our existing credit
facilities will provide sufficient liquidity overtte next twelve months to fund our working capitds, scheduled payments on our debt and
capital expenditures.

We expect to fund our long-term liquidity requiremeefrom operating and financing activities. We daénitiated discussions with the
agent banks under our debt facilities for revisitha will enhance our ability to comply with ouelat covenants over the long-term.

Share Repurchase Program

In 2014, our shareholders approved a share remegiragram for the repurchase of 8.0 million shafesir common stock through
May 20, 2016. The Board of Directors then authatittee expenditure of up to $30.0 million for sheepurchases. In May 2015, we
completed this program by repurchasing 7.3 milsbares of our common stock for a total of $30.0ionilat an average price of $4.12 per
share. At our annual general meeting of sharehelideMay 2015, a new share repurchase program p@eweed for the repurchase up to 1
million shares of our common stock through May 20dider the share repurchase program, we may medtares through financial
intermediaries or in transactions on the open ntahavever, we are not obligated to repurchasedatigr amount or specific number of
shares. Subject to having sufficient available fieserves in our share premium account, and iBttaed's discretion with respect to uses of
cash and our financial position at the time, we msg available cash on hand to purchase shares amdghare repurchase program. The
Board has not authorized any additional expenditimerepurchase under the new share repurchageapno

Capital Expenditures and Working Capital Funding

The SHI contract for thBacific Zonda provides for a purchase price of approximately $5hiillion for the acquisition of the vessel,
payable in installments during the constructioncpss, of which we have made payments of approxiynd1é1.1 million through June 30,
2015 .
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We expect the project cost for tRacific Zonda to be approximately $634.1 million . The estimatéhe project costs includes
commissioning and testing and other costs relatele drillship, but excludes capitalized interést.of June 30, 2015 , there were
approximately $381.5 million of remaining projecists for thePacific Zonda of which approximately $336.4 million is the remiaim
contractual commitment to SHI. We expect to finatheeremaining project costs for tRacific Zonda with a combination of our existing ce
balances, future operating cash flows and finanairajlable under the existing credit facilitiesnging the outcome of our discussions with
SHI regarding delivery date for ttiRacific Zonda .

Sources and Uses of Cash

The following table provides a comparison of out cegsh provided by operating activities for thersianths ended June 30, 2015 and
2014 :

Six Months Ended June 30,

2015 2014 Change
(in thousands)

Cash flow from operating activities:

Net income $ 98,82: $ 72,11: $ 26,71:
Depreciation expense 114,30¢ 92,60: 21,70:
Amortization of deferred revenue (44,177) (56,04¢) 11,87¢
Amortization of deferred costs 14,28: 26,75 (12,479
Amortization of deferred financing costs 5,19¢ 4,921 27¢
Amortization of debt discount 452 35E 97
Deferred income taxes (1,499 3,42¢ (4,927
Share-based compensation expense 5,824 4,65¢ 1,16¢
Changes in operating assets and liabilities, net 15,33¢ 74,59t (59,25¢)

Net cash provided by operating activities $ 208,56: $ 223,38. $ (14,819

The decrease in net cash provided by operatingitesi was primarily due to mobilization revenueseived for théacific Khamsin
during the six months ended June 30, 2014 , arttehigortion of interest payments attributable teraging cash flows as opposed to capital
expenditures following placing assets into servidee decrease was partially offset by contributimnsperating cash flows from the fleet
collections of revenue at higher contractual dagat

The following table provides a comparison of our cegsh used in investing activities for the six thsrended June 30, 2015 and
June 30, 2014 :

Six Months Ended June 30,

2015 2014 Change
(in thousands)

Cash flow from investing activities:
Capital expenditures $ (102,116 $ (633,88) $ 531,76¢
Net cash used in investing activities $ (102,116 $ (633,88) $ 531,76¢

The decrease in capital expenditures resulted pitinfeom decreased newbuild drillship constructiactivities. The payments in 2014
included the final payment for thacific Sharav and a milestone payment for tRacific Zonda to SHI.

25




Table of Contents

The following table provides a comparison of our cesh provided by (used in) financing activities the six months ended June 30,
2015 and 2014 :

Six Months Ended June 30,

2015 2014 Change
(in thousands)

Cash flow from financing activities:
Net proceeds (payments) from shares issued undez-blased compensation

plan $ (419 $ 247 $ (66€)
Proceeds from long-term debt 265,00( 360,00( (95,000
Payments on long-term debt (411,29) (3,750 (407,54)
Payments for financing costs (500 (500 —
Purchases of treasury shares (21,760 — (21,760
Net cash provided by (used in) financing activities $ (168,97) $ 355,997 $ (524,969

The increase in cash used in financing activitiesng) the six months ended June 30, 2015 , as cadpa the same period in 2014 ,
resulted from the repayment of $286.5 million foe 2015 Senior Unsecured Bonds at maturity, higbleeduled amortization payments,
lower debt amounts drawn, and $21.8 million usepuchase treasury shares.

Description of Indebtedness

8.25% Senior Unsecured Bonds due 2015 . On February 23, 2015, we repaid the outstandiimgipal and accrued interest on the 2015
Senior Unsecured Bonds.

7.25% Senior Secured Notes due 2017 . In November 2012, Pacific Drilling V Limited, andirect, wholly-owned subsidiary of the
Company, completed a private placement of $500ldomin aggregate principal amount of 7.25% semsiecured U.S. dollar denominated
notes due 2017. The 2017 Senior Secured Notessaltat 99.483% of par, bear interest at 7.25%apaum, which is payable semiannually
on June 1 and December 1, and mature on DecemB6#i.1,

Senior Secured Credit Facility Agreement. On February 19, 2013, Pacific Sharav S.a r.l. amifié Drilling VII Limited, and the
Company, as guarantor, entered into a senior secueglit facility agreement with a group of lenderdinance the construction, operation
and other costs associated with Baeific Sharav and thePacific Meltem.

5.375% Senior Secured Notes due 2020 . On June 3, 2013, we completed a private placeofe$i50.0 million in aggregate principal
amount of 5.375% Senior Secured Notes due 2020208@ Senior Secured Notes were sold at par, hesest at 5.375% per annum, which
is payable semiannually on June 1, and Decemtaerdlmature on June 1, 2020.

Senior Secured Term Loan B due 2018 . On June 3, 2013, the Company entered into a @76lion senior secured term loan. The
maturity date for the Senior Secured Term Loan Buize 3, 2018.

2013 Revolving Credit Facility . On June 3, 2013, we entered into a senior secax@iving credit facility with an aggregate pripal
amount of up to $500.0 million (permits loans todxtended up to a maximum sublimit of $300.0 milland permits letters of credit to be
issued up to a maximum sublimit of $300.0 million).

2014 Revolving Credit Facility . On October 29, 2014, we entered into a revoleirglit facility with an aggregate principal amooht
up to $500.0 million (limited to a maximum of $360nillion prior to delivery of théacific Zonda before October 31, 2015 and entering into
a satisfactory drilling contract for such drillshipVe have initiated discussions with SHI to postthe delivery date for tHeacific Zonda
and with our agent banks regarding the $150.0anilincremental availability.

See Note 4 to the unaudited condensed consolifiatattial statements and Note 4 to our consolidéitethcial statements included in
our 2014 Annual Report.
Custom Bonds

As of June 30, 2015 , we were contingently liabider certain performance, bid and custom bond§rigtapproximately $224.2
million issued as security in the normal coursewfbusiness. See Note 7 to the unaudited condeosstlidated financial statements.
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Derivative Instruments and Hedging Activities

We may enter into derivativiastruments from time to time to manage our expasoifluctuations in interest rates. We do not einii®
derivative transactions for speculative purposesidver, for accounting purposes, certain transastinay not meet the criteria for hedge
accounting. See Note 5 to the unaudited condersesbtidated financial statements.

Off-Balance Sheet Arrangements

Currently, we do not have any off-balance sheargements.

Contractual Obligations

The table below sets forth our contractual obliyagias of June 30, 2015 :

Remaining

six months For the years ending December 31,
Contractual Obligations 2015 2016-2017 2018-2019 Thereafter Total

(in thousands)
Long-term debf’ $ 4479 $ 679,160 $ 1,534,160/ $ 750,000 $ 3,008,12!
Interest on long-term deft 83,32: 319,71¢ 156,80( 17,02( 576,86:.
Operating leases 1,212 4,811 4,281 10,22 20,52%
Purchase obligatior$ 124,65 13,83: — — 138,49(
High-specification drillship$’ 336,38: — — — 336,38:
Total contractual obligatiorfd $ 590,360 $ 1,017,520 $ 1,69524 $ 777,24. $ 4,080,38

(& Includes current maturities of lotgrm debt. Amounts are based on principal balaexeliding debt discoun

(b) Interest payments are based on our existitgtanding borrowings. It is assumed there is nefiaancing of existing long-term debt
and there are no prepayments. For fixed rate debtest has been calculated using stated rates.afiable rate LIBOR based debt,
interest has been calculated using current LIBOBfdsine 30, 2015 and includes the impact of otstanding interest rate swaps.
Under our 2013 Revolving Credit Facility, we recanterest expense for fees on undrawn commitmertuaused letter of credit
capacity, which totaled approximately $500.0 miilas of June 30, 2015 , while any outstandingriettécredit accrue interest at a
different rate. Interest on long-term debt as prsin the table above excludes the impact oftahdil interest that will be incurred
under our 2013 Revolving Credit Facility if the Coamy issues any letters of credit or borrows uititiei$300.0 million revolving sub-
limit. Interest on our 2014 Revolving Credit Fagilis based on existing outstanding borrowingsX¥®0 million and interest expense
for fees on undrawn commitments of $400.0 millis&June 30, 2015 and excludes the impact of iadditinterest that will be
incurred under our 2014 Revolving Credit Facility &ny incremental borrowings under the facility.

(c) Purchase obligations are agreements to puealasds and services that are enforceable andyldagadling, that specify all significant
terms, including the quantities to be purchaseidemrovisions and the approximate timing of tmsactions, which includes our
purchase orders for goods and services enteredhitib@ normal course of business.

(d)  Amounts for higtspecification drillships include amounts due unclarstruction contrac

(e) Contractual obligations do not include appmediely $20.6 million of liabilities from unrecogeid tax benefits related to uncertain tax
positions, inclusive of interest and penaltiesluded on our condensed consolidated balance sheétlane 30, 2015 . We are unable
to specify with certainty the future periods in alniwe may be obligated to settle such amounts.

Some of the figures included in the table abovebased on estimates and assumptions about thegatmsis, including their duration
and other factors. The contractual obligations wWeagtually pay in future periods may vary fronotte reflected in the tables because the
estimates and assumptions are subjective.
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Critical Accounting Estimates and Policies

The preparation of unaudited condensed consolidatadcial statements in conformity with GAAP reggs management to make
certain estimates and assumptions. These estimadegssumptions impact the reported amounts ofsaaisd liabilities, the disclosures of
contingent assets and liabilities at the balaneetstiate and the amounts of revenues and expetsemized during the reporting period. On
an ongoing basis, we evaluate our estimates awndnggi®ns, including those related to allowancedoubtful accounts, financial instruments,
depreciation of property and equipment, impairnanong-lived assets, income taxes, share-basegensation and contingencies. We base
our estimates and assumptions on historical expegiand on various other factors we believe arsorezble under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liadslithat are not readily apparent from other
sources. Actual results could differ from suchresates.

For a discussion of the critical accounting pobcaad estimates that we use in the preparationrafimaudited condensed consolidated
financial statements, see Item 5, “Operating amaféial Review and Prospects—Ciritical Accountingriates and Policies” in our 2014
Annual Report. During the three and six months dnlime 30, 2015 , there have been no material elsanghe judgments, assumptions and
estimates upon which our critical accounting estémare based. Significant accounting policiesrandntly issued accounting standards are
discussed in Note 2 to our unaudited condensedtidated financial statements in this Quarterly &&pnd in Note 2 to our consolidated
financial statements included in our 2014 Annugbdte
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FORWARD-LOOKING STATEMENTS

This Quarterly Report contains forward-looking staénts that involve risks and uncertainties. Wheseforward-looking statement
includes a statement about the assumptions or baskeslying the forward-looking statement, we cawthat, while we believe these
assumptions or bases to be reasonable and madedrfajth, assumed facts or bases almost alwaysfr@n the actual results, and the
differences between assumed facts or bases aral ezsults can be material, depending upon theistances. Where, in any forward-
looking statement, our management expresses amtaxipa or belief as to future results, such exgian or belief is expressed in good faith
and is believed to have a reasonable basis. Weotassure you, however, that the statement of éapec or belief will result or be achieved
or accomplished. These statements relate to arsadysother information that are based on foreaddtgure results and estimates of
amounts not yet determinable. These statementselige to our future prospects, developments aisthbss strategies. Forward-looking
statements can be identified by their use of taantsphrases such as “anticipate,” “believe,” “cguldstimate,” “expect,” “forecast,”

“intend,” “may,” “might,” "our ability to," “plan,”“predict,” “project,” “subject to,” “will” and sinilar terms and phrases, and negatives of
such terms and phrases, including references torga®ns. Forward-looking statements involve riaksl uncertainties that may cause actual
future activities and results of operations to tearially different from those suggested or desttim this Quarterly Report. These risks
include the risks that are identified in the “Riskctors” section of our 2014 Annual Report, and @&slude, among others, risks associated
with the following:

" ou ” nn "o ” ” o ” o,

. the global oil and gas market and its impactiemand for our services, including supply and defrfanoil and gas, general
global economic and political conditions and expgohs regarding future energy prices;
. the offshore drilling market, including reducexpenditures by oil and natural gas exploration@mediuction companies,

supply and demand for high-specification drillshipasts related to stacking of rigs and reducegraiks;

. competition within our industry, including ovegply of highspecification drillships and other drilling rigsrapeting with ou
fleet;

. our ability to enter into and negotiate favoratdiens for future client contracts or extensi

. our limited number of assets and small numberiehts

. our substantial level of indebtedn

. our ability to incur additional indebtedness anchptiance with restrictions and covenants in ourt dgjveement

. termination, cancelation or renegotiation of ouer contract:

. delays and cost overruns in construction projectsray deliveries

. operating hazards in the oilfield services indu

. unplanned downtime or repairs of our drillsh

. our levels of operating and maintenance ¢

. the volatility of the price of our common sha

. non-compliance with the Foreign Corrupt Practiéet or any other anbiribery laws

. noncompliance with governmental, tax, permitting, @amimental and safety regulatic

. restrictions on offshore drillin

. strikes and work stoppag

. timely access to spare parts equipment or persaaqgelred to maintain and service our fl

. corruption, militant activities, political indtdity, public health threats, ethnic unrest angioaalism in Nigeria and other

countries where we may operate;

. cybersecurity risks and thre

. changes in tax laws, treaties or regulati

. our ability to attract and retain skilled workers @ommercially reasonable tert
. our dependence on key person
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. adequacy of insurance coverage in the event ofestraphic ever

. our relatively limited operating histol

. our ability to obtain indemnity from clien

. our ability to pay dividends or make distributicmsand when and in the amount foreca

. effects of new products and new technology in odustry

. our incorporation under the laws of Luxembound ¢he limited rights to relief for shareholderattimnay be available

compared to other countries, including the Unitéateés; and

. potential conflicts of interest between our coringl shareholder and our public shareholc

Any forward-looking statements contained in thisa@Qerly Report should not be relied upon as pramistof future events. No
assurance can be given that the expectations esgut@s any forward-looking statements will provébtocorrect. Actual results could differ
materially from expectations expressed in the fedAlaoking statements if one or more of the undagyassumptions or expectations proves
to be inaccurate or is not realized. You shoulddhghly read this Quarterly Report with the undamsling that our actual future results may
be materially different from and worse than whatexpect. Other sections of this Quarterly Repatuide additional factors that could
adversely impact our business and financial peréme. Moreover, we operate in an evolving enviramm®@ome important factors that co
cause actual results to differ materially from #hasthe forward-looking statements are, in certiagtances, included with such forward-
looking statements and in “Risk Factoims”our 2014 Annual Report. Additionally, new riskctors and uncertainties emerge from time to
and it is not possible for our management to ptediaisk factors and uncertainties, nor can waeas the impact of all factors on our busil
or the extent to which any factor, or combinatidéfiactors, may cause actual results to differ mallgrfrom those contained in any forward-
looking statements. We qualify all of the forwambking statements by these cautionary statements.

Readers are cautioned not to place undue reliamtieecforward-looking statements contained in @ugrterly Report, which represent
the best judgment of our management. Such statepesiimates and projections reflect various astongmade by us concerning
anticipated results, which are subject to businessnomic and competitive uncertainties and costieges, many of which are beyond our
control and which may or may not prove to be cdridte undertake no obligation to update or revisgfarwardiooking statements, whett
as a result of new information, future events beouwise.
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Item 3 — Quantitative and Qualitative Disclosure alout Market Risk

We are exposed to certain market risks arising fitoenuse of financial instruments in the ordinasyrse of business. These risks arise
primarily as a result of potential changes in thie fharket value of financial instruments that wbrdsult from adverse fluctuations in interest
rates and foreign currency exchange rates as disduzelow. We have entered, and in the future mssrgnto derivative financial instrume
transactions to manage or reduce market risk, kui@vnot enter into derivative financial instrumegansactions for speculative or trading
purposes.

Interest Rate Risk We are exposed to changes in interest ratesghrour variable rate long-term debt. We use intesde swaps to
manage our exposure to interest rate risks. Irttess swaps are used to convert floating rate deligations to a fixed rate in order to
achieve an overall desired position of fixed amfing rate debt. See Note 5 and Note 6 to theditelicondensed consolidated financial
statements. As of June 30, 2015, our net expdeufteating interest rate fluctuations on our oatgting debt was $482.5 million, based on
floating rate debt of $1,595.0 million less thelIP.5 million notional principal of our floating fixed interest rate swaps. Our net exposure
to floating interest rate fluctuations excludes 2043 Revolving Credit Facility as no amounts wawerowed under the facility subject to
floating interest rates as of June 30, 2015 . Aidétease or decrease to the overall variable isteate charged to us on our net floating
interest rate exposure would increase or decraaseterest expense by approximately $4.8 milliorem annual basis as of June 30, 2015 .

Foreign Currency Exchange Rate RiskWe are exposed to foreign exchange risk assalcigith our international operations. For a
discussion of our foreign exchange risk, see Iténi'Quantitative and Qualitative Disclosures AbMarket Risk” in our 2014 Annual
Report. There have been no material changes te firesiously reported matters during the threesixndnonths ended June 30, 2015 .
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PART Il — OTHER INFORMATION
Item 1 — Legal Proceedings

See Note 7 to the unaudited condensed consolifiatattial statements.

Iltem 1A — Risk Factors

In addition to the other information set forth mstreport, you should carefully consider the faétors previously disclosed under
Item 3, “Risk Factors” in our 2014 Annual Reporhigh could materially affect our business, finahcandition or future results. Additional
risks and uncertainties not currently known to uthat we currently deem to be immaterial may ahserially adversely affect our business,
financial condition or future results.

Item 2 — Unregistered Sales of Equity Securities ahUse of Proceeds

None.

Item 3 — Defaults Upon Senior Securities

None.

Item 4 — Mine Safety Disclosures

Not applicable.

Item 5 — Other Information

None.

Iltem 6 — Exhibits

None.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned, thereunto duly authorized.

Pacific Drilling S.A.
(Registrant)

Dated: August 7, 2015 By /s/Paul T. Reese
Paul T. Reese
Chief Financial Officer
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