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FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statetae¢hat involve risks and uncertainties. Where famyard4{ooking statement includt
a statement about the assumptions or bases umdgthe forward-looking statement, we caution thdtile we believe these assumptions or
bases to be reasonable and made in good faithmasgsiacts or bases almost always vary from theaho#sults, and the differences between
assumed facts or bases and actual results cantbeahalepending upon the circumstances. Wheranynforward-looking statement, our
management expresses an expectation or belieffatute results, such expectation or belief is ezsped in good faith and is believed to have a
reasonable basis. We cannot assure you, howeeaeththstatement of expectation or belief will tesube achieved or accomplished. These
statements relate to analyses and other inform#tmtnare based on forecasts of future resultseatichates of amounts not yet determinable.
These statements also relate to our future prospgetvelopments and business strategies. Forlwakilhg statements are identified by their
of terms and phrases such as “anticipate,” “belf¢\emuld,” “estimate,” “expect,” “i may,"plan,” “predict,” “project,” “will” and

intend,
similar terms and phrases, including referencessumptions. Forwarndoking statements involve risks and uncertainties may cause actt
future activities and results of operations to kaerally different from those suggested or destiim this annual report. These risks include
the risks that are identified in the “Risk Factosgttion of this annual report, and also includegag others, risks associated with the
following:

» our limited operating histor

» our limited number of assets and small number efamers

* competition within our industry

» oversupply of rigs comparable to ours or highec#mation rigs;

» reduced expenditures by oil and natural gas exjiderand production companie

» restrictions on offshore drilling, including the pact of theDeepwater Horizolincident on offshore drilling
» strikes and work stoppages could have a matenedrad effect on our operatior

» corruption, militant activities, political instakif, ethnic unrest and regionalism in Nigeria atideo countries where we m
operate

» delays and cost overruns in construction proje

» our substantial level of indebtedne

» our ability to incur additional indebtedness unded compliance with restrictions and covenantsuindebt agreement
» our need for cash to meet our debt service obtigat

» our levels of operating and maintenance cc

» availability of skilled workers and the related ¢alzosts:

» compliance with governmental, tax, environmental aafety regulatior

« any nol-compliance with the Foreign Corrupt Practices Ao, United Kingdor’'s Anti-Bribery Act or any other anti bribery law
» general economic conditions and conditions in tharal natural gas industr

» effects of new products and new technology in adustry;

» termination of our customer contrac

* our dependence on key personi

» operating hazards in the oilfield services indus
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» adequacy of insurance coverage in the event ofestraphic event
» our ability to obtain indemnity from custome

» changes in tax laws, treaties or regulatic

» the volatility of the price of our common shar

» our incorporation under the laws of Luxembourg grellimited rights to relief that may be availabempared to other countries,
including the United States; a

» potential conflicts of interest between our corliingl shareholder and our public sharehold

Any forward-looking statements contained in this@al report should not be relied upon as predistiifuture events. No assurance can
be given that the expectations expressed in tlwssafd-looking statements will prove to be corréattual results could differ materially from
expectations expressed in the forwardking statements if one or more of the underhyasgumptions or expectations proves to be inaccol
is not realized. You should thoroughly read thisual report with the understanding that our actutaire results may be materially different
from and worse than what we expect. Other sectibtisis annual report include additional factorattbould adversely impact our business and
financial performance. Moreover, we operate in‘ahéng environment. Some important factors thatldacause actual results to differ
materially from those in the forward-looking statams are, in certain instances, included with $apolard-looking statements and in “Risk
Factors” in this annual report. Additionally, neiskrfactors and uncertainties emerge from timénhe tand it is not possible for our
management to predict all risk factors and uncetits, nor can we assess the impact of all factorsur business or the extent to which any
factor, or combination of factors, may cause aateslilts to differ materially from those containedany forward-looking statements. We
qualify all of the forward-looking statements by#le cautionary statements.

Readers are cautioned not to place undue reliamtieeoforward-looking statements contained in #mgual report, which represent the
best judgment of our management. Such statemestiisiades and projections reflect various assumptinade by us concerning anticipated
results, which are subject to business, economdacampetitive uncertainties and contingencies, narwhich are beyond our control and
which may or may not prove to be correct. We uraderino obligation to update or revise any forwamking statements, whether as a resu
new information, future events or otherwise.
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PART |

As used in this annual report, unless the contthravise requires, references to “Pacific Drillihthe “Company,” “we,” “us,” “our”and
words of similar import refer to Pacific Drilling.8. and its subsidiaries. Unless otherwise indidagdl references to “US$” and “$” in this
report are to, and amounts are represented inetlSitates dollars.

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISE RS
Not applicable.

ITEM 2.  OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION
A. SELECTED FINANCIAL DATA

You should read the following selected consoliddieaincial data in conjunction with Item 5, “Opergg Results” and our historical
consolidated financial statements and unauditedgrroa financial information and related notes ételincluded elsewhere in this annual
report. The financial information included in tlsnual report may not be indicative of our futiesults of operations, financial condition and
cash flows.

Pacific Drilling S.A. was formed as a Luxembourgpmration under the form ofsociété anonym act as an indirect holding company
for its predecessor, Pacific Drilling Limited (otRredecessor”), a company organized under the tdwgeria, and its subsidiaries in
connection with a corporate reorganization comglete March 30, 2011, referred to in this annuabreps the “Restructuring.” In connection
with the Restructuring, our Predecessor was cartitbto a wholly owned subsidiary of the Companwalsubsidiary of Quantum Pacific
International Limited, a British Virgin Islands cg@any and parent company of an investment holdingsm(the “Quantum Pacific Group”).
The Company did not engage in any business or atttasities prior to the Restructuring except imoection with its formation and the
Restructuring. The Restructuring was limited tatess that were all under the control of the Quamt®acific Group and its affiliates, and, as
such, the Restructuring was accounted for as adrdion between entities under common control. Aesalt, the consolidated financial
statements of Pacific Drilling S.A. are presentsihg the historical values of the Predecessoraniimal statements on a combined basis.
However, the issued share capital of Pacific DijI5.A. is retrospectively reflected for all pesdd the selected historical consolidated
financial data to reflect the 150,000,000 commaaras held by the Quantum Pacific Group at the cetignl of the Restructuring. The
financial information relating to the Company atsldubsidiaries have been prepared in accordartbhegemerally accepted accounting
principles in the United States (“GAAP”) and ardJr. dollars.

In 2007, our Predecessor entered into various aggets with Transocean Ltd. (“Transocean”) andutssdiaries, which culminated in
the formation of a joint venture company, TransocRacific Drilling Inc. (“TPDI”), which was owned®% by our Predecessor and 50% by a
subsidiary of Transocean. On March 30, 2011, imeetion with the Restructuring, our Predecessdgaed its equity interest in TPDI to
another subsidiary of the Quantum Pacific Groumforconsideration, which is referred to in this @alnreport as the “TPDI Transfer,” to
enable the Company to focus on the operation an@latiag of the Company’s wholly-owned fleet. Asesult, neither the Company nor any of
its subsidiaries currently owns any interest in TRBd, beginning in the second quarter of 2011 r#iselts of operations of TPDI are no longer
included in the financial results of the Company.

Set forth below are (i) selected historical cordatied financial data as of December 31, 2011 ad 2ad for the years ended
December 31, 2011, 2010 and 2009, which have begwved from our audited consolidated

7
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financial statements included elsewhere in thisuahreport, (ii) selected historical consolidatathficial data as of December 31, 2009 and for
the year ended December 31, 2008, which have beréred from our audited consolidated financialestants not included in this annual
report, (iii) selected historical consolidated ficéal data as of December 31, 2008 and 2007 antthdoyear ended December 31, 2007, which
have been derived from our unaudited consolidatenh€ial statements not included in this annuabreand (iv) pro forma consolidated
financial data for the year ended December 31, 2@hich have been derived from the unaudited prm&écondensed consolidated financial
statement included elsewhere in this annual report.

Pro forma financial information included in thisraual report gives effect to the TPDI Transfer asfilad occurred as of January 1, 2011
for purposes of the unaudited pro forma condensedalidated statement of operations for the yedeémecember 31, 2011. However, the
pro forma financial information may not reflect vilvaur actual results of operations would have bgtgre TPDI Transfer had been completed
as of such dates and if we operated on that basiisgdsuch period.

Historical
Years Ended December 31, Pro Forma
2011 2010 2009 2008 2007 2011
(unaudited) (unaudited)
(in thousands, except share and per share dat
Statement of operations
data:
Contract drilling revenue $ 65,43 $ — $ — $ — $ — $ 65,43
Contract drilling cost (32,142 — — — — (32,147
General and administrative
expense: (52,619 (29,714 (8,829 (1,589 (67€) (52,619
Gain on sale of asset unc
constructior — — — — 50,01t —
Depreciation expens (11,619 (395) (134) — — (11,619
(96,379 (20,110 (8,95¢) (2,589 49,33¢ (96,379
Loss of hire insuranc
recovery 18,50( — — — — 18,50(
Operating (loss)
income (12,449 (20,110 (8,95¢) (2,589 49,33¢ (12,444
Equity in earnings (loss) ¢
TPDI 18,95¢ 56,30’ 4,291 (679) (500) —
Other (expense) incon (9,414 1,10z 2,38¢ 7,75¢ 1,71C (9,604
Net (loss) incomt $ (2,907 $ 37,29¢ $ (2,287) $ 5,491 $ 50,54¢ $ (22,049
(Loss) earnings per comm
share, basic and dilute $ (0.07) $ 0.2F $ (0.02) $ 0.04 $ 0.34 $ (0.11)
Weighted average numb
of common shares, basic
and diluted (1 195,447,94 150,000,00 150,000,00 150,000,00 150,000,00 195,447,94
Historical
Years Ended December 31
2011 2010 2009 2008 2007
(unaudited) (unaudited)

(in thousands
Balance sheet data

Working capital (2] $ 115,46: $ 14,48 $  4,00¢ $ (39 $ 1,71C
Property and equipment, r 3,436,01! 1,893,42! 927,55¢ 737,75: 58,88(
Investment in and notes to TP — 186,71 147,85 102,32! 238,77(
Total asset 4,184,28! 2,271,94 1,087,29: 841,58( 299,36(
Long-term debt (3 1,675,001 450,00( — — —
Relate-party loan — — 832,64 633,99° 248,81
Accrued interest payable on rele-party loan — — 39,01¢ — —
Shareholdel equity 2,274,07. 1,775,20 207,74¢ 206,04( 50,54¢

(1) Retrospectively adjusted for all periods to refliwet issued share capital of Pacific Drilling Sféllowing the Restructuring
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(2) Working capital is defined as current assets mowrsent liabilities.
(3) Includes current maturities of lo-term debt

B. CAPITALIZATION AND INDEBTEDNESS
Not applicable.

C. REASONS FOR THE OFFER AND USE OF PROCEEDS
Not applicable.

D. RISK FACTORS

An investment in our common shares involves a éégjtee of risk. You should consider carefully tikfving risk factors, as well as the
other information contained in this annual repdr&fore making an investment in our common shaneg.ofithe risk factors described below
could significantly and negatively affect our bwesig, financial condition or operating results, whimay reduce our ability to pay dividends
and lower the trading price of our common sharesu ¥hay lose part or all of your investment.

Risks Related to Our Business

We have a limited operating history, which makesriore difficult to accurately forecast our futureesults and may make it difficult fc
investors to evaluate our business and our futum@gpects, both of which will increase the risk afyr investment in our common shares.

We did not begin to recognize operating revenué the Pacific Boracommenced drilling operations on August 26, 201ie Hacific
Sciroccoand thePacific Mistralcommenced drilling operations on December 31, 201d February 6, 2012 respectively. Teific Santa
Anawas delivered in December 2011 and is expectedttr service in the U.S. Gulf of Mexico in the sed@uarter of 2012. Because of our
limited operating history, we lack extensive higtal financial and operational data, making it mdifficult for an investor to evaluate our
business, forecast our future revenues and otheratipg results and assess the merits and risks mivestment in our common shares. This
lack of information will increase the risk of youmvestment in our common shares. Moreover, you lshocansider and evaluate our prospec
light of the risks and uncertainties frequently @nttered by companies with a limited operatingdnistThese risks and difficulties include
challenges in accurate financial planning as alte$limited historical data and the uncertaintiesulting from having had a relatively limited
time period in which to implement and evaluate lousiness strategies as compared to older compaitletonger operating histories. If we ¢
not able to successfully meet these challengedfjrmamcial condition, results of operations andhcisws could be materially adversely
affected.

We have a limited asset base and currently relytioree customer accounts. The loss of any custonesignificant downtime on any
drillship could adversely affect our financial corition and results of operations.

As a result of our relatively small fleet of drifips, we anticipate revenues will depend on cotdgraith a limited number of customers.
We currently have seven drillships, two of whick aurrently under contract with the same custosidssidiaries of Chevron Corporation
(“Chevron”), one of which is under contract witls@bsidiary of Total S.A. (“Total”), one of which iswder contract with a subsidiary of
Petroleo Brasileiro S.A. (“Petrobras”), two of whiare under construction with Samsung Heavy Indess{fSHI”), scheduled for delivery in
the second and third quarter of 2013, respectiaiyg, which are not yet under contract and a regentlered seventh drillship, scheduled for
delivery in the second quarter of 2014, which galot yet under contract. Our financial conditia@sults of operations or cash flows could be
materially adversely affected if any one of thegstomers was to interrupt or curtail its activitieshe U.S. Gulf of Mexico, Nigeria or Brazil,
fail to pay for the services that have been peréatnterminate its contract with us, fail to renésvexisting contract

9
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with us or refuse to award new contracts to usvem@re unable to enter into contracts with newarasts on comparable terms. The loss of
Chevron, Total or Petrobras as a customer could hawnaterial adverse effect on our financial comjtresults of operations and cash flows.
In addition, our limited number of drillships makes more susceptible to incremental loss in theteekedowntime on any one operating unit.
If any one of our drillships becomes inactive faudbstantial period of time and not otherwise egymiontractual revenues, it could have a
material adverse impact on our operations and éi@hcondition.

The contract drilling industry is highly competite. Compared to companies with greater resourcesnvesg be at a competitive
disadvantage.

The offshore contract drilling industry is highlgrapetitive with numerous industry participants, @afi which has a dominant market
share. Drilling contracts are traditionally awaradeda competitive bid basis. The proposed daysatdtén the primary factor in determining
which qualified contractor is awarded a contralthcugh rig availability and the quality and teotedi capability of service and equipment are
also important factors. Other key factors includmatractor’s reputation for service, safety rec@mvironmental record, technical and
engineering support and long-term relationships witional and international oil and natural gamganies. Our competitors in the offshore
contract drilling industry generally have largegma diverse fleets, longer operating histories wihablished safety and environmental records
over a measurable period of time, long-term reteiops with customers and appreciably greater fishand other resources and assets than
we do. Similarly, some of these competitors araifigantly better capitalized than we are, whichymeake them preferable to us to the extent
the customer is concerned about our ability to c@etentially significant liabilities. As a resutiur competitors have competitive advantages
that may adversely affect our efforts to contraatdrillships on favorable terms, if at all, andrespondingly negatively impact our financial
condition, results of operations or cash flows. #iddally, we are at a competitive disadvantagéhtise competitors that are better capitalized
because they are in a better position to withsthacffects of a downturn in our industry.

Our global operations may be adversely affectedpblitical and economic circumstances in the courgsi in which we operate. A
significant portion of our business is conducted Migeria, which exposes us to risks of war, locabaomic instabilities, corruption, politice
disruption and civil disturbance in that region.

A primary component of our business strategy isperate in global oil and natural gas producingsir&Ve are subject to a number of
risks inherent in any business that operates dighbatluding:

» political, social and economic instability, warrgay and acts of terrorisr

* potential seizure, expropriation or nationalizatirassets

» damage to our equipment or violence directed aeoyloyees, including kidnapping

* increased operating cos

» complications associated with supplying, repaidng replacing equipment in remote locatic
* repudiation, modification or renegotiation of cauts;

» limitations on insurance coverage, such as waraigknamed windstorm coverage in certain al
e import-export quotas

» confiscatory taxatior

* work stoppages

* unexpected changes in regulatory requireme

* wage and price control

* imposition of trade barrier:

10
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* imposition or changes in interpretation and enforeet of local content laws, such as those we muséwtly comply with ir
Nigeria and Brazil

e restrictions on currency or capital repatriatic

» solicitation by government officials for impropesypments or other forms of corruptic

« currency fluctuations and devaluations; i

» other forms of government regulation and econoroiitions that are beyond our contt

These risks may be higher in the developing coesmsuch as Nigeria, where tRacific Boraentered service in August 2011 under a
three-year drilling contract with a wholly-ownedderian subsidiary of Chevron and tRacific Scirocceentered service in December 2011
under a one-year drilling contract with a subsigiafr Total, with two one-year options and one tweayoption. Countries in West Africa have
experienced political and economic instability ie fpast and such instability may continue in thiariu Additionally, Nigeria is ranked 143 out
of 182 countries in Transparency International’$2Corruption Perceptions Index and placed 1336483 in the World Bank’s Doing
Business 2011 report. Furthermore, there are sigmif sectarian tensions in Nigeria among the nooeedifferent ethnic and tribal groups,
which have resulted in sporadic violence. Disrumimay occur in the future, and losses causeddsettisruptions may occur that will not be
covered by insurance.

Our business could be affected adversely by unitspdtes and strikes or work stoppages by our emgésy In addition, our labor cos
and the operating restrictions under which we operacould increase as a result of collective bargaiy negotiations and changes in labor
laws and regulations.

Some of our employees working in Nigeria and Bramd represented by unions, and some of our caeattéabor work under collective
bargaining agreements. Many of these representidddnals are working under agreements that argestito annual salary negotiation. The
Company cannot predict the results of any suckectile bargaining negotiations or whether any suegotiations will result in a work
stoppage. In addition, employees may strike fos@aa unrelated to our union arrangements, sudieagtent strike in Nigeria where protests
over doubling fuel prices recently resulted in libregest national strike in the country’s histonnyAfuture work stoppage could, depending on
the affected operations and the length of the vgtokpage, have a material adverse effect on thep@oy's business, financial position, results
of operations or cash flows.

These negotiations could result in higher persoerpenses, other increased costs or increasedtiopataestrictions as the outcome of
such negotiations apply to all offshore employesgust the union members. Although our U.S. emeésyare not covered by a collective
bargaining agreement, the marine services indstsybeen targeted by maritime labor unions in fortab organize U.S. Gulf of Mexico
employees. In addition, legislation has been intoedl in the U.S. Congress that could encourageiadal unionization efforts in the United
States, as well as increase the chances that Hocts succeed. A significant increase in the waggsl by competing employers or the
unionization of our U.S. Gulf of Mexico employeeasitd result in a reduction of our skilled laborder increases in the wage rates that we
pay, or both. Additional unionization efforts, iiccessful, or new collective bargaining agreemeatsd materially increase our labor costs.

An oversupply of comparable or higher specificatioigs could depress the demand and contract prifiesultra-deepwater rigs and
could adversely affect our financial condition, rakis of operations or cash flows.

There are numerous high-specification rigs curyemtider contract for construction in the industmgridwide. We estimate there are
approximately 47 ultraleepwater rigs scheduled for delivery between Maf;i2012 and the end of 2014, 32 of which areysbtontracted t
customers. The entry into service of these newsumilt increase supply and could curtail a streegthg, or trigger a reduction, in dayrates as
rigs are absorbed into the active fleet. Any insesi; construction of drilling units could negativempact
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utilization and dayrates. Lower utilization and detes could require us to enter into lower daycatgracts or to idle one or more of our
drillships, which could have a material adverse@fbn our financial condition, results of operati@nd cash flows or result in the recognition
of impairment charges on our drillships.

The demand for our services depends on the levadiivity in the offshore oil and natural gas indtry, which is significantly affected
by oil and natural gas prices and other factors loeg our control.

The demand for our services depends on the lewttofity in oil and natural gas exploration, demhent and production in offshore
areas worldwide. Oil and natural gas prices andketaxpectations about potential changes in thesegsignificantly affect this level of
activity. Higher spot market commaodity prices da necessarily or quickly translate into increasgfllimg activity since customers’
expectations about long-term commaodity prices didee demand for offshore drilling services. Like®j increased competition for customers’
drilling budgets could come from markets in whick do not provide services, such as land-based eneagkets in Africa, Russia, Western
Asia, the Middle East, North America and elsewhéwstomers’ drilling programs are also affectedh®yavailability of attractive drilling
prospects, results of exploratory drilling, relatproduction costs, the stage of reservoir devetopinbudgetary constraints and political and
regulatory environments.

Historically, the markets for crude oil and natuyak have been volatile and are likely to contitoulee volatile in the future. For examg
since January 1, 2011, the New York Mercantile Bxge (the “NYMEX”) daily settlement price for theopnpt month crude oil contract has
ranged from a high of $113 per barrel to a low 6 $er barrel. Since January 1, 2011, the NYMEXydsdttlement price for the prompt mo
natural gas contract ranged from a high of $4.68dBtu to a low of $2.27 per MMBtu. As of March 22012, the NYMEX daily settlement
price for the prompt month crude oil contract wa8@per barrel, while the NYMEX daily settlemenicerfor the prompt month natural gas
contract was $2.32 per MMBtu. The markets and prfoe crude oil and natural gas depend on facteysid our control. These factors
include:

« worldwide demand for oil and natural gas, includego@nomic conditions and activity in the Unitedt&a China and other energy-
consuming market:

» the cost of exploring for, developing, producingl aelivering oil and natural gas, and the relatigst of onshore production
importation of natural ga:

» the ability of the Organization for Petroleum Exjdag Countries“OPEC”") to set and maintain production levels and pric
» the level of production in n-OPEC countries

* expectations regarding future prices and levelsrofluction of oil and natural ge

» the policies of various governments regarding esgtion and development of their oil and natural gs®rves

» the development and exploitation of alternativdsfuand the competitive, regulatory and politicasiion of hydrocarbons as a
source of energy compared with other energy sou

» the availability and discovery rate of new oil aratural gas reserve

» the rate of decline of existing and new oil anduraltgas reserve

» global economic and weather conditio

» advances in exploration, development and produ¢&ohnology

» domestic and international tax policies, currenogtmls and government regulatiol
» the ability of oil and natural gas companies taeaiapital
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» the worldwide military and political environmentcluding uncertainty or instability resulting fraam outbreak of armed hostiliti
or other crises in the Middle East or other geolgi@preas or further acts of terrorism in the Whiates or elsewhere; a

» acts of civil disobedience or piracy that affedtarid natural gas producing regions, especiall/ast Africa, where armed conflict
and civil unrest remain a conce

Sustained low market prices for oil and naturalmay cause companies exploring for oil and natgaslto cancel or curtail their drilling
programs, thereby reducing demand for drilling s&s. Any reduction in the demand for drilling Sees may materially erode dayrates and/or
utilization rates for our drillships, which couldve a material adverse effect on our financial @@rd results of operations and cash flows and
could have a significant negative impact on thekatgprice of our common shares.

Because our business is focused exclusively ondfighore drilling market, adverse developments lretoffshore drilling industry
could have a material adverse effect on our finaakccondition, results of operations or cash flows.

We rely exclusively on the revenues generated fitwroffshore drilling business. Therefore, any aseelevelopment in the deepwater
offshore drilling market would have a significanthore negative impact on our financial conditiagults of operations and cash flows than if
we operated a more diversified business.

The imposition of stringent restrictions or prohittons on offshore drilling by any governing body méave a material adverse effect
on our business.

Events in recent years have heightened environantbregulatory concerns about the oil and nawmalindustry. From time to time,
governing bodies may propose and have enacteddggisor regulations that may materially limitgmohibit offshore drilling in certain areas.
If laws are enacted or other governmental actidaken that delay, restrict or prohibit offshordlithg in our expected areas of operation, our
business could be materially adversely affected.

For example, the U.S. governmental response t®é&spwater Horizoincident in April 2010 and resulting oil spill calhave a
prolonged and material adverse impact on drillipgrations in the U.S. Gulf of Mexico. Following tAgril 2010 fire and explosion aboard 1
Deepwater Horizoidrilling platform owned by a competitor and subsagjurelease of oil from the Macondo well in the USsilf of Mexico,
the Obama Administration and regulatory agencigh jurisdiction over oil and natural gas exploratilncluding the U.S. Department of the
Interior (“DOI") and the federal Bureau of Oceandfgly Management, Regulation and Enforcement (“BOEMR successor agency to the
DOI’'s Minerals Management Service) imposed temponaoratoria on drilling operations, required operatto reapply for exploration plans
and drilling permits that had previously been apprh and adopted numerous new environmental, téotiical, and safety regulations and/or
new interpretations of such existing regulationthwespect to operations in the U.S. Gulf of Mexicat are applicable to our oil and natural
gas exploration and production customers and witithvtheir new applications for exploration plamsi arilling permits must prove complia
These new and/or newly interpreted existing reguiatrequire operators to, among other things, suibiependent third-party reports on the
design and operation of blowout preventers (“BORsi§ other well control systems, conduct testsherfunctionality of well control systems,
comply with new standards for certain equipmenbined in the construction of offshore wells, indlugl BOPs, and implement and enforce a
safety and environmental management system, ingudtigular third-party audits of safety procedured drilling equipment to assure that
offshore rig personnel and equipment remain in d@npe with the new regulations. Moreover, priothe resumption of drilling following tt
moratorium, each operator is required to demorestredt it has in place written and enforceable @daces, pursuant to applicable regulations,
that ensure containment in the event of a deepveédarout. Since early 2011, there has been gradyaiovement in the number of approved
drilling permits per month, however, it is possitiiat this pace of improvement could slow or regexs a result of uncertainties with respect to
implementation and interpretation of the regulagiand other regulatory initiatives issued by the DO
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and/or the BOEMRE. Moreover, effective October@1 2, the BOEMRE was split into two federal buredhe,Bureau of Ocean Energy
Management (“BOEM”), which handles, among othengjsi review and administration of oil and gas ergilon and development plans, and
the Bureau of Safety and Environmental Enforcen8®BEE"), which is responsible for, among other things, teeeopment and enforcem
of safety and environmental regulations and peimgitof offshore exploration, development and prdiduncactivities. Since October 1, 2011,
our oil and natural gas exploration and productiostomers have been interacting with two newly fedrfederal bureaus to obtain approval of
their exploration and development plans and isse@ndrilling permits, which may result in addedmplapproval or drilling permit delays as
the functions of the former BOEMRE are fully divedtfrom the former agency and implemented in thefederal bureaus. Third party
challenges to industry drilling operations in th&sSUGulf of Mexico may also serve to further detaeyestrict exploration activities. Any
recovery of growth prospects in the U.S. Gulf ofXite may stall if the current pace of drill perrissuance by the BSEE does not increase
significantly. In this regulatory environment, Chhen may be unable to commence drilling operation®id-2012 with thé acific Santa Anén
the U.S. Gulf of Mexico according to its origindaps. In such case, and pursuant to the contraetyi©n may choose either to operate the
Pacific Santa Aniin the U.S. Gulf of Mexico performing operationgmpéted under existing regulations at that timegperate théacific
Santa Anaoutside of the U.S. Gulf of Mexico or to pay thentractual standby dayrate. Chevron may also chtusgercise the contract’s
termination clause, under which Chevron would lmpired to pay a standby rate to us on a monthlisdasthe remaining period of the
contract.

The U.S. Gulf of Mexico represents a significanttipm of the industry’s existing deepwater drillsidemand. BOEMRE's temporary
moratorium and the new or newly interpreted regoitet and other regulatory initiatives have creatgdificant uncertainty regarding the
outlook of offshore drilling activity in the U.S.u® of Mexico and possible implications for regiomstside of the U.S. Gulf of Mexico. If the
new regulations, operating procedures and podgyilfiincreased legal liability are viewed by owrient or future customers as a significant
impairment to expected profitability on drillinggjects in the U.S. Gulf of Mexico, deepwater dhilfss and other floating rigs could depart the
U.S. Gulf of Mexico, which would likely affect trgdobal supply and demand balance for such drillshipd rigs, resulting in lower dayrates
and/or utilization and a more competitive and arading business environment in the internationeticseln addition to the new safety
requirements issued by BOEMRE, the BSEE could isslgitional safety and environmental guidelinesegulations for drilling in the U.S.
Gulf of Mexico that could disrupt or delay drillirgperations, increase the cost of drilling operatior reduce the area of operations for
deepwater drilling rigs, and other governments @dake similar actions. For example, in November12@he BSEE announced a change in its
enforcement policies, pursuant to which the agdray/extended its regulatory enforcement reachclade contractors as well as offshore ¢
operators. Consequently, the BSEE may elect to tmhdractors, including drilling contractors, lialdbr alleged violations of law arising in the
BSEE's jurisdictional area. Implementation of thimounced change in enforcement policy by the B&Hd subject us to added liabilities,
including sanctions and penalties, as well as &s®d costs arising from contractual arrangementsster services agreements that failed to
take into account such change in enforcement pdiigreover, there exists the possibility of addepleration and development plan approval
or drilling permit delays as the functions of tleenhier BOEMRE are fully divested from the former agginto the two newly created federal
bureaus. All of these uncertainties could resuib@reased future operating costs, including insceacosts, which we may not be able to pass
through to our customers.

Our contract drilling operations may be adverselffected by various laws and regulations in countién which we operate relating to
the equipment and operation of drilling units, aéind natural gas exploration and development and ionpand export activities.

Governments in some foreign countries have beaeasingly active in regulating and controlling thenership of concessions and
companies holding concessions, the exploratiomifaand natural gas and other aspects of the dilreatural gas industries in their countries,
including local content requirements for participgtin tenders for certain drilling contracts. Maggvernments favor or effectively require t
drilling
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contracts be awarded to local contractors or redoireign contractors to employ citizens of, orghase supplies from, a particular jurisdicti
These practices may result in inefficiencies orymutit a disadvantage when we bid for contractmsigi@cal competitors.

In addition, the shipment of goods, services antrelogy across international borders subject® extensive trade laws and regulatic
Our import and export activities are governed bigiua customs laws and regulations in each of thiies where we operate. Moreover,
many countries control the import and export otaiergoods, services and technology and imposéetkleport and export recordkeeping and
reporting obligations. Governments also may impgEsEomic sanctions against certain countries, perand other entities that may restrict or
prohibit transactions involving such countries,qoes and entities, and we are also subject to {Beati-boycott law.

The laws and regulations concerning import and ebqoivity, recordkeeping and reporting, importiaxport control and economic
sanctions are complex and constantly changing.€él'faegs and regulations may be enacted, amendeatcedfor interpreted in a manner
materially impacting our operations. The globalremnic downturn may increase some foreign governgefforts to enact, enforce, amenc
interpret laws and regulations as a method to asgeevenue. Shipments can be delayed and denpedtior export for a variety of reasons,
some of which are outside our control and someto€lwmay result from failure to comply with exigjitegal and regulatory regimes. Shipp
delays or denials could cause unscheduled opesgititmvntime. Any failure to comply with these ajgplble legal and regulatory obligations
also could result in criminal and civil penaltieddasanctions, such as fines, imprisonment, debarfran government contracts, seizure of
shipments and loss of import and export privileges.

We may also incur losses as a result of an ingltditcollect revenues because of a shortage ofertible currency available in the
country of operation, controls over currency exgear controls over the repatriation of income apital.

Delays or cost overruns in the construction of nelillships or the modification of existing drillsips could adversely affect our
business. These risks are concentrated becausefadur drillships currently on order and under comsiction are being built by SHI in
South Korea.

As of March 20, 2012, we have a total of two ulfiepwater newbuild drillships currently under candion (thePacific Khamsirand
thePacific Sharay) and one on order (our seventh drillship). Thestaction contract for the seventh drillship alsoliides an option for an
eighth newbuild drillship on the same terms andditions as those for the seventh drillship. We raater into agreements to commence
newbuild projects in the future. Additionally, aarpof our growth strategy we may contract frometita time for the construction of drilling
units. Such construction projects are subjectdksrdf delay or cost overruns inherent in any lamgstruction project, including costs or del
resulting from the following:

» shipyard availability

» unexpected delays in delivery times for, or shatagf, key equipment, parts and materi

» shortages of skilled labor and other shipyard persbnecessary to perform the wa

» shortages or unforeseen increases in the cosugiragnt, labor and raw materials, particularly kt

» unforeseen design and engineering problems, ingjuitiose relating to the commissioning of newlyigiesd equipment
* unanticipated actual or purported change orc

» work stoppages and labor disput

» latent damages or deterioration to hull, equipnagrtt machinery in excess of engineering estimatésasumptions
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» delays in, or inability to obtain, access to finiaugg

» failure or delay of thir-party service providers and labor dispu

» disputes with shipyards and supplie

» our requests for changes to the original rig speatibns;

» delays and unexpected costs of incorporating pawdsmaterials needed for the completion of proje
» financial or other difficulties at shipyards angpliers;

» adverse weather conditions or storm dam

* inability to obtain required permits or approvalsd

» defective construction and the resultant needdoredial work

These factors may contribute to cost variancesdafalys in the delivery of our newbuild units. Oisks are concentrated because all of
our drillships currently on order and under condiaon are being built by SHI in South Korea.

We intend to enter into drilling contracts with pest to thePacific Khamsin thePacific Sharavand our seventh drillship prior to the
delivery dates if market conditions permit. If wavie entered into drilling contracts with respedh®se drillships prior to delivery, any delays
in the delivery of our drillships would result in@ss of revenue and may subject us to penaltiegaldelays in contract commencement and
may result in termination or shortening of the terithe drilling contract for the rig by the custenpursuant to applicable late delivery clau
We will not receive any material increase in revepucash flow from new or modified drillships untiey are placed in service and customers
enter into binding arrangements for the use of glridlships. In the event of termination of onetbése contracts, we may not be able to secure
a replacement contract on as favorable terms, alt.df we experience delays and costs overrurthénconstruction of our drillships due to any
of the factors listed above, our financial conditicesults of operations or cash flows could beeniety adversely affected.

Shortages of equipment, spare parts and ancillagy\sces could have a negative impact on our operas.

Our operations rely on the timely supply of equipitrend spare parts to maintain and repair our.fl&%et also rely on the supply of
ancillary services, including, among others, sufqasts, helicopter services, catering serviceseagiheering and technical services. Short:
in materials, delays in the delivery of necessaares parts, equipment or other materials, or tlavaifability of ancillary services could
negatively impact our operations and result inéases in rig downtime and delays in the repairraathtenance of our fleet.

Our current backlog of contract drilling revenue nyanot be fully realized.

As of March 20, 2012, we had a contract backloghePacific Bora,the Pacific Sciroccothe Pacific Mistraland thePacific Santa Ana
of approximately $2.1 billion. We calculate our traict backlog by multiplying the contractual dagray the minimum number of days
committed under the contracts (excluding optionsxiend), assuming full utilization, and also ir#umobilization fees, upgrade
reimbursements and other revenue sources, suble ataindby rate during upgrades, as stipulatdieicantract. The actual amounts of
revenues earned and the actual periods during whidnues are earned may differ from the amourdgariods shown in the tables provided
in Iltem 4, “Business Overview—Contract Backlog'tbis annual report due to various factors, inclgdihipyard and maintenance projects,
downtime and other factors. See Item 4, “Businessr@ew—Contract Backlog.”

The contractual dayrate used to calculate aversiiaed contract backlog per day is higher th&eotates that may be in effect at
certain times under the contract, including thedity rate or waiting on weather
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rate, the repair rate or the force majeure rate nvalg not be able to realize the full amount of comtract backlog due to events beyond our
control. In addition, some of our customers mayesigmce liquidity issues, which could worsen if coodity prices declined to lower levels
an extended period of time. Liquidity issues cdell our customers to go into bankruptcy or counlcberage our customers to seek to
repudiate, cancel or renegotiate these agreenamésifious reasons, as described under “—Our migiliontracts may be terminated early in
certain circumstances” below. Our inability to realthe full amount of our contract backlog couéyé a material adverse effect on our
financial position, results of operations or casiws.

Failure to secure drilling contracts prior to depyanent of our remaining newbuild drillships or currgly operating drillships after the
expiration of existing contracts could have a maidradverse effect on our financial condition, reks of operations or cash flows.

We have not yet secured drilling contracts forRlaeific Khamsin thePacific Sharawr our seventh drillship, which are being built by
SHI and are scheduled for delivery in the secoratteu of 2013, the third quarter of 2013 and themsd quarter of 2014, respectively. In
addition, the drilling contract on thacific Sciroccowill terminate on December 31, 2012, unless Tdtaloses to exercise its option to extend
the contract for another year. Our ability to obtdiilling contracts for these drillships will depkon market conditions and our customers’
drilling programs. If the ultra-deepwater drillimgarket is experiencing overcapacity whenRaeific Khamsin thePacific Sharavand our
seventh drillship are delivered or when the consrao our currently operating drillships expire, may not be able to contract these drillships
on favorable terms, or at all. Our failure to secardrilling contract for any of our uncontractediships could have a material adverse effect
on our financial condition, results of operatiomsl @ash flows.

Our substantial indebtedness could adversely affeat financial condition and business prospects.

As of March 20, 2012, we and our subsidiaries, corsolidated basis, had approximately $1,975 onilof debt, comprised of $1,675
borrowed under our Project Facilities Agreementd@fined and described in further detail in ItenilSquidity and Capital Resources—
Description of Indebtedness”) that is secured Hystantially all of our assets and $300 million aggate principal amount of senior unsecured
bonds due 2015. Our substantial level of indebtssinend the terms of the agreements that govemisdebtedness, may have important
consequences for your investment and our busine$sas:

* requiring us and our subsidiaries to use a subatgrtrtion of our cash flow from operations to paterest and principal on the
debt, which would reduce the funds available forkirgg capital, capital expenditures and other gaherrporate purpose

» limit our ability to obtain additional financing favorking capital, capital expenditures, acquisii@nd other investments, whi
may limit our ability to execute our business gyt

* heighten our vulnerability to downturns in businesshe general economy and restrict us from ekippbusiness opportunities
making acquisitions

« make it more difficult for us to satisfy our finaatobligations;

» place us at a competitive disadvantage comparedrtcompetitors that may have proportionately bhest;

» limit our flexibility in planning for, or reactin¢gp, changes in our business and the industry ichvivie operate; ar
» resultin higher interest expense if interest ratesease for the portion of our indebtednesshlatnot been hedge

Each of these factors may have a material and seaffect on our financial condition and businesspects. We may also incur
substantial additional indebtedness in the futiiinee incur additional indebtedness, the relatsligithat we now face would intensify and ct
further exacerbate the risks associated
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with our substantial leverage. Our ability to seevour debt depends upon, among other things,ubuief financial and operating performance,
which is affected by prevailing economic conditi@msl financial, business, regulatory and otheofactsome of which are beyond our control.
If our cash flows from operations are not suffitienservice our current or future indebtednesswiliebe forced to take actions such as
reducing distributions, reducing or delaying ousibess activities, acquisitions, investments oitaapxpenditures, selling assets, restructuring
or refinancing our debt, or seeking additional ggaapital or bankruptcy protection. We may notle to effect any of these remedies on
satisfactory terms, or at all.

The Project Facilities Agreement and our Senior Usiired Bonds issued in the 2012 Bond Offering impasgnificant operating and
financial restrictions on certain of our subsidiagis, which may prevent us from capitalizing on bus#s opportunities and taking son
actions.

The Project Facilities Agreement contains numeresgictions on the activities of our subsidiargickic Drilling Limited (as guarantor
of borrowings under the Project Facilities Agreethamd all of its subsidiaries, including Pacifiofa Ltd., Pacific Scirocco Ltd., Pacific
Mistral Ltd. and Pacific Santa Ana Ltd., each ofiethis a borrower under the Project Facilities Agnent. Substantially all of our current and
expected near-term revenues are derived from tha#tées. These restrictions limit the ability afab of those entities to, among other things:

* make certain types of loans and investme

» make dividends or other payments to us, redeerapurchase stock, prepay, redeem or repurchased#heor make other
restricted payment:

* incur or guarantee additional indebtedn:

» use proceeds from asset sales, new indebtednessiity issuances for general corporate purposés/estment into our currel
business

e investin certain new joint venture

e create or incur liens

» sell assets or consolidate or merge with or inteotompanies
* engage in transactions with affiliates; ¢

* enter into new lines of busine:

The Project Facilities Agreement also containsalmer of financial covenants that impose signifigastrictions on us, including
requirements that our subsidiary, Pacific Drillinignited, maintain certain liquidity levels and fineial ratios. The restrictions and covenants
contained in our debt agreements may prevent us faiing actions that we believe would be in ouwstlieterest and may make it difficult for
us to successfully execute our business strategffextively compete with companies that are naiilsirly restricted. We may also incur futt
debt obligations that may subject us to additioaatrictive covenants that could affect our finahaind operational flexibility. Our ability to
comply with these restrictions and covenants, iiclg meeting financial ratios and tests, may beaéd by events beyond our control. The
breach of any of these covenants and restriction&laesult in a default under the agreements gongrour debt. An event of default under
any of these agreements would permit some of theeles to declare all amounts borrowed from thefvetdue and payable. In addition, debt
under other debt instruments that contain crosstaation or cross-default provisions may also ¢zekerated and become due and payable. If
any of these events occur, our assets might nstifficient to repay in full all of our outstandingdebtedness, and we may not be able to find
alternative financing. Even if we could obtain giigive financing, such financing might not be emis that are favorable or acceptable. If we
were unable to repay amounts borrowed, the holofettee debt could initiate a bankruptcy or liquidatproceeding.
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Our Senior Unsecured Bonds issued in the 2012 Bxffeting (each as defined below) contain provisitire limit, with certain
exceptions, the ability of the Company and our &liases to (i) merge or demerge, (ii) dispose sdets, (iii) incur financial indebtedness and
(iv) pay dividends exceeding 50% of consolidatedimeome for the preceding fiscal year, providealwaver, that such restriction does not
apply for dividend payments through December 3122@p to $100 million if the Company has a minimiicpidity of $50 million
immediately following such dividend. The bonds alequire compliance with financial covenants inahgd(i) a minimum equity ratio of 35%,
(i) a minimum liquidity of $25 million and (iii) dverage restriction limiting the outstanding secland unsecured borrowings on a
consolidated basis (excluding Temporary Import BBadilities) to an average of $475 million perlghip. The Senior Unsecured Bonds
contain events of default that are usual and custpifior a financing of this type, size and purpdgpon the occurrence of an event of default,
borrowings under the Senior Unsecured Bonds arjestuio acceleration.

See Item 5, “Liquidity and Capital Resources—Desmn of Indebtedness” for a description of thenieons and covenants applicable
to our Project Facilities Agreement and the Sebliesecured Bonds issued in the 2012 Bond Offering.

We will require a significant amount of cash to sgce our indebtedness and other obligations. Ouil#yto generate cash depends on
many factors beyond our control.

Our ability to make payments on, or refinance,indebtedness and to fund working capital needgpamthed capital expenditures will
depend on our ability to generate cash in the éutArsignificant reduction in our operating casiwi$, including as a result of changes in
general economic conditions, timing of contractpayments, legislative or regulatory conditiongréased competition or other events beyond
our control, could increase the need for additiamallternative sources of liquidity and could haveaterial adverse effect on our financial
condition, results of operations, cash flows anilitalto service our debt and other obligationse$em 5, “Liquidity and Capital Resources—
Description of Indebtedness” for more informatiegarding our amortization payment schedule witheesto our borrowings under the
Project Facilities Agreement and the senior unsgtbonds issued in our 2012 Bond Offering. If wes @mable to service our indebtedness
fund our liquidity needs, we may be forced to admpalternative strategy that may include actiarthss reducing capital expenditures, se
assets, restructuring or refinancing indebtedrsessking additional equity capital or any combiraid the foregoing. If we raise additional
funds by issuing additional equity securities, g shareholders may experience dilution. We caimssure you that any of these alternative
strategies could be effected on satisfactory teamnat all, or that they would yield sufficient fis1to enable us to make required payments on
our indebtedness or to fund our other liquiditydsedRreducing or delaying capital expenditures bingeassets could delay future cash flows.
In addition, the terms of existing or future degtesements may restrict us from adopting any ofafaternatives.

Our failure to generate sufficient operating cdstwvfor to achieve any of these alternatives coigdiicantly adversely affect the value
of our securities. In addition, if we default iretpayment of amounts due on any current indebtsgdsash default would give rise to an event
of default under the agreements governing our itethtess and could lead to the possible acceleratiamounts due under any of our
outstanding indebtedness. In the event of any at@n, we may not have enough cash to repay utstamding indebtedness.

Operating and maintenance costs will not necessafilictuate in proportion to changes in operatingvenues.

We do not expect operating and maintenance coslisctoiate in direct proportion to changes in opiegarevenues. The principal
components of our operating costs are, among thivegs, direct and indirect costs of labor and figshenaintenance and spare parts and
insurance. Operating revenues may fluctuate asdifun of changes in dayrates. However, costs fjerating a drillship are generally fixed or
only semi-variable regardless of the dayrate besaged. In addition, should one of our drillshipsur idle time between contracts, we would
typically maintain the crew to prepare the drilisfar its next contract and would not reduce ctsisorrespond with the decrease in revenue.
During times of moderate activity, reductions irstsomay not be immediate, as the crew may be redjtir prepare the drillship for stacking,
after which time the crew will be reduced to a leve
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necessary to maintain the drillship in working citiod with the extra crew members assigned to adtinliships or dismissed. In addition, as
drillships are mobilized from one geographic logatio another, the labor and other operating andter@ance costs can vary significantly.
Equipment maintenance expenses fluctuate depengimg the type of activity a drillship is performiagd the age and condition of the
equipment. Contract preparation expenses vary baséte scope and length of contract preparatiquired and the duration of the firm
contractual period over which such expendituresaarertized.

Failure to employ a sufficient number of skilled wkers or an increase in labor costs could negatiyelffect our operations.

We require skilled personnel to operate and protédanical services to, and support for, our drif)s. In periods of increasing activity
and when the number of operating units in our aoéaperation increases, either because of newtiwani®n, re-activation of idle units or the
mobilization of units into the region, shortagesjaélified personnel could arise, creating upwasbsgure on wages, higher turnover and
difficulty in staffing. A shortage of qualified pgnnel, the inability to obtain and retain quadifijgersonnel or a reduction in the experience
level of our personnel as a result of increasedoer could negatively affect the quality and timess of our work and lead to higher
downtime and more operating incidents, which imtcould decrease revenues and increase costsréfised competition for labor were to
intensify in the future, we may experience increasecosts or limits on operations. In additionr, ahbility to expand operations depends in part
upon our ability to increase the size of our sKillabor force.

An inability to obtain visas and work permits foluo employees on a timely basis could negativel\eaffour operations and have an
adverse effect on our business.

Our ability to operate worldwide depends on outiigttio obtain the necessary visas and work perfoit®ur personnel to travel in and
out of, and to work in, the jurisdictions in whiale operate. Governmental actions in some of thsdiations in which we operate may make it
difficult for us to move our personnel in and ofitleese jurisdictions by delaying or withholdingetapproval of these permits. If we are not
able to obtain visas and work permits for the elygés we need for operating our drillships on algrbasis, we might not be able to perform
our obligations under our drilling contracts, whimtuld allow our customers to cancel the contrdttsur customers cancel some of our
contracts, and we are unable to secure new cositbaca timely basis and on substantially similam& our financial condition, results of
operations or cash flows could be materially adsigraffected.

Our business is subject to numerous governmentaédaand regulations, including those that may impasgnificant costs and liability
on us for environmental and natural resource damage

Many aspects of our operations are subject todardederal, regional, state and local laws andlegmns that may relate directly or
indirectly to the contract drilling and well seririg industries, including those requiring us toadhtand maintain specific permits or other
governmental approvals to control the dischargeilaind other contaminants into the environmeratberwise relating to environmental
protection. Countries where we operate have enmimnal laws and regulations covering the dischafgel and other contaminants and
protection of the environment in connection withr operations. Additionally, any operations and\dtés in the United States and its territo
waters will be subject to numerous environmentakland regulations, including the Oil Pollution A¢t1990 (“OPA"), the Outer Continental
Shelf Lands Act (“OCSLA"), the Comprehensive Envineental Response, Compensation and Liability ACERCLA”) and the International
Convention for the Prevention of Pollution from gh{(“MARPOL"), as each has been amended from tonterte, and analogous state laws.
Failure to comply with these laws, regulations &edties may result in the assessment of admitiistracivil and even criminal penalties, the
imposition of remedial obligations, the denial evacation of permits or other authorizations ariisuance of injunctions that may limit or
prohibit some or all of our operations. Laws anglifations protecting the environment have becomeeragingent in recent years and may in
certain circumstances impose strict liability, reridg us liable for environmental and natural
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resource damages without regard to negligenceuttrda our part. These laws and regulations mayseus to liability for the conduct of, or
conditions caused by, others or for acts that weoempliance with all applicable laws at the tithe acts were performed. The application of
these laws and regulations, the modification o$#xg laws or regulations or the adoption of newdar regulations that curtail exploratory or
developmental drilling for oil and natural gas abolaterially limit future contract drilling opportities or materially increase our costs. In
addition, we may be required to make significamited expenditures to comply with such laws andutatjons.

We could be adversely affected by violations of th&. Foreign Corrupt Practices Act and similar feign anti-bribery laws.

The United States Foreign Corrupt Practices Aet (FFCPA”) and similar worldwide anti-bribery lawgigerally prohibit companies and
their intermediaries from making, offering or autlaong improper payments to non-U.S. governmericis for the purpose of obtaining or
retaining business. We operate in several countriese strict compliance with artribery laws may conflict with local customs andgiices
Violations of antibribery laws (either due to our acts or our inatereee) may result in criminal and civil sanctiomsl @ould subject us to otr
liabilities in the U.S. and elsewhere. Even allegat of such violations could disrupt our businasd result in a material adverse effect on our
business and operations. We may be subject to ddimpalisadvantages to the extent that our conmstiare able to secure business, licenses
or other preferential treatment by making paymémggovernment officials and others in positiongndiuence or using other methods that U.S.
and foreign laws and regulations and our own pedigirohibit us from using.

In order to effectively compete in some foreigrigdictions, we utilize local agents and/or estédbj@nt ventures with local operators or
strategic partners. For example, in Nigeria, weehastablished the PIDWAL joint venture, which i€®0wned by us and 10% owned by
Derotech Offshore Services Limited (“Derotech”pravately-held Nigerian registered limited liabjlicompany. PIDWAL is party to the
contract with a subsidiary of Chevron for tfRacific Boraand the contract with a subsidiary of Total for Beific Scirocca Derotech is also
performing marketing services for PIDWAL. In addiii we have retained a marketing agent in Brazllfaave agreements with agents in both
Nigeria and Brazil, pursuant to which the agentspag other activities, process visas, customs afear of routine shipments of equipme
materials and supplies and process temporary irapontpermits, extensions and renewals. One ofagistics agents in Nigeria is an affiliate
of Derotech. All of these activities involve intet@n by our agents with non-U.S. government offiei Even though some of our agents and
partners may not themselves be subject to the F@R®her non-U.S. anti-bribery laws to which we niegysubject, if our agents or partners
make improper payments to non-U.S. governmentiaffién connection with engagements or partnershigis us, we could be investigated
and potentially found liable for violation of suahti-bribery laws and could incur civil and crimimeenalties and other sanctions, which could
have a material adverse effect on our businessndial position, results of operations and cashdlo

We have substantial obligations to fund contractscaother arrangements related to the constructiohawur newbuild drillships under
construction. If we fail to meet these obligations construction of these newbuild drillships is nobmpleted, such failure could have a
material adverse effect on our financial conditionesults of operations and cash flows and could atsely affect our ability to meet our
obligations.

We have significant contractual commitments to 8Hted to the two drillships currently under counstion and the recently ordered
drillship, thePacific Khamsin thePacific Sharavand our seventh drillship, respectively, totalipgeximately $1.4 billion as of March 20,
2012. The SHI contracts for tiRacific Khamsinthe Pacific Sharawand our seventh drillship provide for an aggregatechase price of
approximately $1.5 billion for the acquisition biesse three vessels, payable in installments dtggonstruction process, of which we have
made payments of $124 million through Decembe2B11. We anticipate making payments of approxirya#@k8 million in 2012,
approximately $797 million in 2013 and approximgat®B830 million in 2014. We will need to secure aftgtial financing in order to fund these
payments. In addition, in the event that
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we exercise our option with SHI to construct arh#igdrillship, we will also need to secure fundfog construction of that vessel. The final
terms and availability of any financing for the ighltions related to the construction of th&cific Khamsinthe Pacific Sharavand our seventh
drillship will be determined by, among other fastacurrent financial market conditions, our creditthiness and drilling industry conditions.
The current financial market conditions are extrignuafavorable to borrowers. We may be unable t@iobor arrange the financing for these
new drillships on satisfactory terms. Also, theg#ésthips could be delayed or otherwise not dekgeby the shipyard. This could have a
material adverse effect on our financial conditie@sults of operations and cash flows.

We intend to enter into drilling contracts for tRacific Khamsin thePacific Sharavand our seventh drillship prior to their delivefy i
market conditions permit. If one of our newbuildldhips is delayed, cancelled or not delivereg®ggected for any reason upon completion of
construction, we will not be able to deliver thélship to our customer under the drilling contraatered into for such drillship and for which
we provide a performance guarantee. In such ewentyill need to find a replacement unit that isegteble to our customer. If we are unable
to deliver an acceptable replacement, we will lmsg anticipated income from the employment of sugih and may be required to pay
substantial liquidated damages to our customerul8hwe become liable under a performance guaranteeould be held liable for the
customer’s potential damages, including, but mottéd to, any increase in rates between our cudeltihg contract with the customer and any
substitute drilling contract such customer may whti we were to lose all or a portion of our isteent, including any anticipated revenue
from the operation of a drillship, or become liatdea customer for liquidated damages, our findredadition, results of operations and cash
flows could be materially adversely affected.

We may be required to make significant capital ergdéures to maintain our competitiveness and to qoisnwith laws and the
applicable regulations and standards of governmdraathorities and organizations, which would negegly affect our financial condition,
result of operations and cash flows.

Changes in offshore drilling technology, custormegyuirements for new or upgraded equipment and ctitigpewithin our industry may
require us to make significant capital expenditumesrder to maintain our competitiveness. Our cetitprs may have greater financial and
other resources than we have, which may enable thenake technological improvements to existingigeent or replace equipment that
becomes obsolete. In addition, changes in govertahergulations, safety or other equipment starglad well as compliance with standards
imposed by maritime self-regulatory organizatiangy require us to make additional unforeseen dagitzenditures. For example, we may be
required to make significant capital expenditui@salterations or the addition of new equipmergatisfy requirements of the U.S. Coast Gi
and the American Bureau of Shipping. As a resuitmay be required to take our vessels out of sefeicextended periods of time, with
corresponding losses of revenues, in order to reakk alterations or to add such equipment. Inahad, market conditions may not justify
these expenditures or enable us to operate our wddsels profitably during the remainder of tleonomic lives.

If we are unable to fund these capital expenditui#is cash flow from operations, we may either inadditional borrowings or raise
capital through the sale of debt or equity sea@sitOur ability to access the capital marketsdture offerings may be limited by our financial
condition at the time, by changes in laws and r&gurs (or interpretation thereof) and by adverseket conditions resulting from, among
other things, general economic conditions and ogeticies and uncertainties that are beyond ourdalofftwe raise additional funds by issui
additional equity securities, existing shareholdeay experience dilution. Our failure to obtain theds for necessary future capital
expenditures would limit our ability to continuedperate some of our vessels and could have aialadwverse effect on our business and on
our financial condition, results of operations aagh flows.
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Worldwide economic and financial problems may maly reduce our revenue, profitability and cashofivs.

The recent worldwide economic and financial protderduced the availability of liquidity and crettitfund business operations
worldwide and adversely affected our customersplens and lenders. The recent global recessiorc&iased a reduction in worldwide dem.
for energy and resulted in lower oil and naturad geces. Demand for our services depends on pctivihe oil and natural gas industry and
capital expenditure levels, each of which is diseaffected by trends in oil and natural gas prid&sy prolonged reduction in oil and natural
gas prices would further depress the current levie¢ploration, development and production activiRerceptions of lower oil and natural gas
prices by oil and natural gas companies over thg-term can similarly reduce or delay major exptnds. Lower levels of activity result in a
corresponding decline in the demand for our sesyiadich could have a material adverse effect arfinancial condition, results of operatic
and cash flows.

Global ultra-deepwater rig demand is heavily depention Petrobras’ development plan for offshore Bik

While disruptions in any region or country or toyanajor operator have the potential to adverselyaiat our business either directly
through our operations or indirectly through a mthn in overall demand for high-specification ratdeepwater rigs, this risk is especially
pronounced in Brazil and with respect to Petrolaisaan operator. Petrobras has announced a miitiibilollar drilling program over the next
several years to develop recently discovered ptesidields. As a result, we expect Brazil to denajor source of demand growth in the
industry. However, Petrobras may not spend the surimed in its 2011-2015 business plan within tleet several years or at all.
Furthermore, Petrobras may not be able to obt@im#tessary financing due to budget pressuresehiigterest rates, adverse credit markets
and other factors. Lower oil prices or lower-thaqected production may also prompt Petrobras ttaituts drilling program. Any substantial
reduction in Petrobras’ proposed drilling programdny reason would reduce demand for drilling isesyworldwide. Any reduction in the
demand for drilling services may materially ero@grmtes and/or utilization rates for our drillshipdich could have a material adverse effect
on our financial condition, results of operatiomsl @ash flows and could have a significant negatiygact on the market price of our common
shares.

New technology and/or products may cause us to needess competitive, negatively impact our openagior increase our costs.

The offshore contract drilling industry is subjéztthe introduction of new drilling techniques asetvices that utilize new technologies,
some of which may be subject to patent protectitew technologies and applications are constanilygb@eveloped that improve the
economics of producing oil and natural gas andaaftir the production of deposits formerly considktmeconomic to develop. As our
competitors and others use or develop new techiedpge may be placed at a competitive disadvantagegher, we may face competitive
pressure to implement or acquire certain new telognes at a substantial cost. Some of our compsthave greater financial, technical and
personnel resources that may allow them to aceessiblogical advantages and implement new techieddzefore we can. We cannot be
certain that we will be able to implement new teslbgy or products on a timely basis or at an aat@ptcost. Thus, our inability to effectively
use and implement new and emerging technology duaNe a material adverse effect on our financiabld@mn, results of operations or cash
flows.

Technology disputes involving us, our supplierssarb-suppliers could negatively impact our operatsoor increase our Costs.

Drilling units and drilling rig operations use pated or otherwise proprietary technology and, cqueatly, involve a potential risk of
infringement of third party rights. The majority thie intellectual property rights relating to ouilldhips and related equipment are owned k
or our suppliers or sub-suppliers.
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In the event that we or one of our suppliers orsugpliers becomes involved in a dispute overmgfeiment of intellectual property rights
relating to equipment owned or used by us, we rasg Access to repair services or replacement pastsg could be required to cease use of
some equipment. We could also be required to pgglties for the use of equipment. Technology disputvolving us or our suppliers or sub-
suppliers could adversely affect our financial tessand operations.

We could be sued for patent infringement.

We could be sued for patent infringement relateckettain technologies used on our drillships. Toaean sued Maersk Contractors USA
Inc. (“Maersk”) for infringing two of Transoceant$.S. patents involving dual activity on drillingsesnblies. Some of our drillships can utilize
technology related to the subject of this pategputie. In April 2011, a jury determined that Maehskl not established that the asserted patent
claims were invalid, that Maersk had infringed #hataims, and awarded Transocean $15 million foefdlds infringement. On June 30, 2011,
the judge presiding over the case invalidateduhggward, entered judgment in Maersk’s favor, dagtrmined as a matter of law that the
asserted patent claims were invalid for obviousribss they were invalid for having a defectivegrdtapplication and that Maersk had not
infringed. However, Transocean has appealed thigment, and if they were to prevail upon the appBa@nsocean could choose to sue us or
our customers for infringing its patents if we uster to sell, or sell related technology in theitdd States, and we could be forced to
discontinue the use of the technology in questiary, royalties to Transocean, or make indemnity pays1to our customers.

Dual gradient drilling techniques may not result ithe currently expected benefits and, as a resattequate demand may not develop
for these capabilities

The Pacific Khamsin thePacific Sharavand our seventh drillship will be upgraded to heuel gradient drilling capabilities. Dual
gradient drilling is a technology that allows twifferent pressure gradients to be maintained inntbk (one in the drilling riser and one in the
well below the mudline) by a process of replacingdnfrom the drilling riser with a seawater-densityd. Although dual gradient drilling
technology was technically proven ten years agoPtcific Santa Anavill be the first rig to deploy this technology foommercial applicatiol
Dual gradient drilling may not result in expectediags in cost and time per well, higher flow rat@sl greater access to “undrillable” reserves
and, as a result, adequate demand may not devaldipeise capabilities. In addition, the dual gratigzilling concept that will be deployed by
the Pacific Santa Anare disclosed in patents assigned to Chevron. A could interpret our license with Chevron to tise technical
information, data, and knowledge made availabl€bgvron for dual gradient drilling operations ihalour drilling units to require that our
drilling contract with Chevron for the use of tRacific Santa Anaemain in effect even after the license takes effead-ebruary 1, 2014. In the
event that dual gradient drilling does not resukéxpected benefits, demand does not develop ésethapabilities or our license with Chevron
is not effective, théacific Santa AnathePacific Khamsin thePacific Sharavand our seventh drillship are optimized for prorigsingle
gradient drilling services.

There may be limits to our ability to mobilize dships between geographic areas, and the time aosts of such mobilizations may be
material to our business.

The offshore contract drilling market is generallglobal market as drilling units may be mobiliZeain one area to another. However,
the ability to mobilize drilling units can be impad by several factors including, but not limited governmental regulation and customs
practices, the significant costs to move a drillimit, weather, political instability, civil unresnilitary actions and the technical capability of
the drilling units to operate in various environngerdditionally, while a drillship is being mohikd from one geographic market to another,
we may not be paid by the customer for the timetthedrillship is out of service. Also, we may nilide a drillship to another geographic
market without a customer contract, which will ié$u costs not reimbursable by future customers.

Our drilling contracts may be terminated early irettain circumstances.

Our contracts with customers may be terminatedeabption of the customer upon payment of an aariyination fee, which is typically
a significant percentage of the dayrate or theddtpmate under the drilling
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contract for a specified period of time. Such pagtaenay not, however, fully compensate us for ¢ss lof the contract. Our contracts also
provide for termination by the customer without gegyment of any termination fee, under variousurirstances, typically including, but not
limited to, our non-performance, as a result of dtimve or impaired performance caused by equipmeaperational issues, or sustained
periods of downtime due to force majeure eventayMa these events are beyond our control. Duriergops of depressed market conditions,
we are subject to an increased risk of our custemmeeking to terminate their contracts, includmgtigh claims of non-performance. Our
customers’ ability to perform their obligations @mdheir drilling contracts with us may also be adeely impacted by continuing global
economic uncertainty. If our customers terminat@eof our contracts, and we are unable to secwecoatracts on a timely basis and on
substantially similar terms, or if payments dueemalur contracts are suspended for an extendeaddpefitime or if a number of our contracts
are renegotiated, our financial condition, resafteperations or cash flows could be materiallyeadely affected. In addition, if any of our
drilling contracts defaults, is terminated, andag replaced in a timely manner with an acceptabldract under our Project Facilities
Agreement, our obligations to repay outstandingbtddness under the Project Facilities Agreemenbeaaccelerated. The bonds issued ir
2012 Bond Offering contain a cross-default provissoich that if the outstanding indebtedness urdePtoject Facilities Agreement is
accelerated, any outstanding obligations unde2@ Bond Offering can also be accelerated.

We are a holding company and are dependent uporhdésw from subsidiaries to meet our obligationd.dur operating subsidiaries
experience sufficiently adverse changes in theimdncial position or results of operations, or weherwise become unable to pay our debt
they become due and obtain further credit, we magcbdme subject to Luxembourg insolvency proceedings.

As we currently conduct our operations through, mrudt of our assets are owned by, our subsidiavigspperating income and cash f
are generated by our subsidiaries. As a resulh wasobtain from our subsidiaries is the princigpalirce of funds necessary to meet our
obligations. Contractual provisions or laws, ashaslour subsidiaries’ financial condition, opemgtrequirements and debt requirements, may
limit our ability to obtain cash from subsidiarigst we require to pay our expenses or meet oueuor future debt service obligations.
Applicable tax laws may also subject such paymentss by subsidiaries to further taxation.

The inability to transfer cash from our subsidianeay mean that, even though we may have sufficgmaturces on a consolidated basis
to meet our obligations, we may not be permitteshéke the necessary transfers from our subsiditrigseet our debt and other obligations.
Likewise, we may not be able to make necessargfeesfrom our subsidiaries in order to providedsifior the payment of our obligations, for
which we are or may become responsible under thestef the agreements governing our indebtedndsstdrms of certain of the agreements
governing our indebtedness described under Iteiduidity and Capital Resources—Description of édedness” also place restrictions on
our cash balance and require us to maintain res@fveash which could inhibit our ability to meefr@bligations.

If our operating subsidiaries experience suffidigativerse changes in their financial positionesuits of operations, or we otherwise
become unable to pay our debts as they becomendiietdain further credit, we may be in a stateesfsation of paymentséssation de
paiements) and lose our commercial creditworthinegb(anlement de credjt which could result in the commencement of inealwy
proceedings in Luxembourg. Such proceedings woane fa material adverse effect on our financial @@ results of operations or cash
flows and could have a significant negative imgacthe market price of our common shares.

The loss of some of our key executive officers @amdployees could negatively impact our business.

Our future operational performance depends torifsignt degree upon the continued service of keyntoers of our management as v
as marketing, sales and operations personnel.oBseof one or more of our key personnel could lzen®terial adverse effect on our business.
We believe our future success will also dependhigd part upon our ability to attract, retain amdHer motivate highly skilled management,
marketing,
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sales and operations personnel. We may experiateese competition for personnel, and we may neatibe to retain key employees or be
successful in attracting, assimilating and retajrpersonnel in the future.

Our business involves numerous operating hazardsg @ur insurance may not be adequate to cover msdes.

Our operations are subject to the usual hazarasénihin the drilling and operation of oil and rraligas wells, such as blowouts,
reservoir damage, loss of production, loss of wetitrol, craterings, fires, explosions and pollnti®he occurrence of any of these events ¢
result in the suspension of our drilling or prodostoperations, claims by the operator, severe dan@ or destruction of, the property and
equipment involved, injury or death to drilling tipersonnel and environmental damage. Our opesationld be suspended as a result of these
hazards whether the fault is ours or that of atparty. In certain circumstances, governmentdi@ities may suspend drilling operations as a
result of these hazards, and our customers mayktanterminate their contracts. We may also bgesitto personal injury and other claims of
drilling unit personnel as a result of our drilliogerations. Our operations also may be suspensfelibe of machinery breakdowns, abnormal
operating conditions, failure of subcontractorpéoform or supply goods or services and persorretages.

In addition, our operations will be subject to fegeculiar to marine operations, including capgizigrounding, collision and loss or
damage from severe weather. Severe weather coudehmaterial adverse effect on our operations.ddilling units could be damaged by
high winds, turbulent seas or unstable sea bottmmditions which could potentially cause us to dudperations for significant periods of time
until such damages are repaired.

Damage to the environment could result from ouraipens, particularly through oil spillage or ex¢are uncontrolled fires. We may also
be subject to property, environmental, natural ues® and other damage claims by oil and naturatgaganies, other businesses operating
offshore and in coastal areas, environmental coaien groups, governmental entities and othedtparties. Insurance policies and
contractual rights to indemnity may not adequatelyer losses, and we may not have insurance cay@ragghts to indemnity for all risks.
Moreover, pollution and environmental risks gengrate not fully insurable.

As a result of the number of catastrophic eventhénoffshore drilling industry in recent yearsglsas hurricanes in the Gulf of Mexico
and theDeepwater Horizowrilling rig incident, insurance underwriters hasereased insurance premiums and increased réstsain
coverage. In particular, hurricane losses in regeats have impacted named windstorm insuranceageerates and availability for Gulf of
Mexico area exposures. The Project Facilities Amex@ requires us to carry named windstorm insuréntee event that two or more of our
drillships operate in the Gulf of Mexico or otheeas prone to the occurrence of named windstormse@tly, we only have one drillship, the
Pacific Santa Ani, contracted to operate in the Gulf of Mexico areltherefore presently not required to carry namiedistorm insurance. If
we were required to obtain named windstorm inswgandhe future, our costs for obtaining insuraceeerage could significantly increase.
Furthermore, we may not be able to obtain suchramie on commercially reasonable terms.

Losses caused by the occurrence of a significasnteagainst which we are not fully insured, or eaulsy a number of lesser events
against which we are insured but are subject tstankial deductibles, aggregate limits and/or Bedéred amounts, could materially increase
our costs and impair our profitability and finaraandition. Our policy limits for property, castylliability and business interruption
insurance, including coverage for severe weatbemtist acts, war, civil disturbances, pollutianemvironmental damage, may not be adequate
should a catastrophic event occur related to copgnty, plant or equipment, or our insurers mayhaoste adequate financial resources to
sufficiently or fully pay related claims or damag®ghen any of our coverage expires, adequate replant coverage may not be available,
offered at reasonable prices or offered by insunétts sufficient financial resources.
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Our customers may be unable or unwilling to indenfyius.

Consistent with standard industry practice, outaugrs generally assume, and indemnify us agairedt,control and subsurface risks
under our dayrate contracts. These risks are agsdoiith the loss of control of a well, such asa@ut or cratering, the cost to regain control
or redrill the well and associated pollution. Howewur indemnification may not cover all damagésims or losses to us or third parties, and
the customer may not have sufficient resourcesverctheir indemnification obligations or the cuar may contest their obligation to
indemnify us. Also, in the interest of maintainiggod relations with our key customers, we may choud to assert certain indemnification
claims. In addition, from time to time, we may beable to negotiate contracts containing indemnitwisions that obligate our customers to
indemnify us for such damages and risks.

Our financial condition may be adversely affectefdae fail to successfully integrate acquired assetsusinesses we acquire, or are
unable to obtain financing for acquisitions on acp&ble terms.

We believe that acquisition opportunities may afieen time to time, and any such acquisition cdegdsignificant. At any given time,
discussions with one or more potential sellers et different stages. However, any such discossitay not result in the consummation of
an acquisition transaction, and we may not be @bigentify or complete any acquisitions. We canpretdict the effect, if any, that any
announcement or consummation of an acquisition evbal’e on the trading price of our common shares.

Any future acquisitions could present a numbeilisKs, including:
» the risk of using management time and resourcpsitgue acquisitions that are not successfully ceteg|
» the risk of incorrect assumptions regarding thariiresults of acquired operatio
» the risk of failing to integrate the operationsmmanagement of any acquired operations or assetessfally and timely; an
» the risk of diversion of managem'’s attention from existing operations or other pies.

In addition, if we are unsuccessful in integratamy acquisitions in a timely and cost-effective mem our financial condition, results of
operations or cash flows could be materially acegraffected.

Our potential purchase of existing vessels carrigsks associated with the quality of those vessels.

In the future, we may acquire existing vessels asyof renewing and expanding our fleet. Unlikevhailds, existing vessels typically
do not carry warranties with respect to their ctindi While we generally inspect any existing végs@r to purchase, such an inspection
would normally not provide us with as much knowledsd its condition as we would possess if the Vdsaa been built for us and operated by
us during its life. Repairs and maintenance castgxisting vessels are difficult to predict andynb@ more substantial than for vessels that we
have operated since they were built. These costisl decrease our profits and reduce our liquidity.

We may enter into short-term drilling contracts, Wi may cause us to experience reduced profitapilftcustomers reduce activity
levels, terminate or seek to renegotiate drillingrdracts, or if market conditions dictate that water into contracts that provide for payment
based on a footage or turnkey basis, rather thanadayrate basis.

Many drilling contracts are short-term, and oil arxadural gas companies tend to reduce activityldeyaickly in response to declining oil
and natural gas prices. We may enter into shomt-tiilling contracts, which may adversely affect business during a decline in market
conditions if customers reduce their levels of atiens.
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During depressed market conditions, a customermodgnger need a unit that is currently under amitor may be able to obtain a
comparable unit at a lower dayrate. As a resulitaruers may seek to renegotiate the terms of ¢ixéting drilling contracts or avoid their
obligations under those contracts. In addition, @mwstomers may have the right to terminate, or s&sk to renegotiate, existing contracts if we
experience downtime, operational problems abovednéractual limit or safety-related issues, if t#ling unit is a total loss, if the drilling
unit is not delivered to the customer within theipe specified in the contract or in other spedif@@ércumstances, which include events beyond
the control of either party.

We may enter into contracts in the future thatudel terms allowing customers to terminate thoséraots without cause, with little or no
prior notice and without penalty or early terminatipayments. In addition, we could be requiredap penalties, which could be material, if
those contracts are terminated due to downtimeatipeal problems or failure to deliver. In additjiave may enter into contracts in the future
that may be cancellable at the option of the custampon payment of a penalty, which may not fubynpensate us for the loss of the contract.
Early termination of a contract may result in dlishg unit being idle for an extended period of &nThe likelihood that a customer may seek to
terminate a contract is increased during periodearket weakness.

Currently, our drilling contracts are dayrate cants, where we charge a fixed rate per day regezaiEthe number of days needed to
the well. While we plan to continue to perform seeg on a dayrate basis, market conditions mawpti¢hat we enter into contracts that
provide for payment based on a footage basis, wherare paid a fixed amount for each foot drillegardless of the time required or the
problems encountered in drilling the well, or enteo turnkey contracts, whereby we agree to drillell to a specific depth for a fixed price
and bear some of the well equipment costs. Themestygf contracts are more risky than a dayrateacnas we would be subject to downhole
geologic conditions in the well that cannot alwbgsaccurately determined and subject us to greater associated with equipment and
downhole tool failures. Unfavorable downhole geddagpnditions and equipment and downhole tool fatumay result in significant cost
increases or may result in a decision to abandeellgproject which would result in us not beingealbd invoice revenues for providing servic
Any such termination or renegotiation of contraamsl unfavorable cost increases or loss of reveauld hiave a material adverse effect on our
financial condition, results of operations or céelvs.

We may suffer losses as a result of foreign currgrittctuations.

A significant portion of the contract revenues aof &oreign operations will be paid in U.S. Dollahgwever, some payments are made in
foreign currencies. As a result, we are exposeauiteency fluctuations and exchange rate risksras@at of our foreign operations. To minim
the financial impact of these risks when we are fraforeign currency, we attempt to match the ency of operating costs with the currency
of contract revenue. If we are unable to substiytiaatch the timing and amounts of these paymeng,increase in the value of the
U.S. Dollar in relation to the value of applicalibeeign currencies could adversely affect our ofegaresults when translated into U.S. Doll

We are exposed to the credit risks of our customearsd nonpayment by our customers could adverséfgct our financial condition,
results of operations or cash flows.

We are subject to risks of loss resulting from reynpent or nonperformance by our customers. Any rni@gtgonpayment or
nonperformance by our customers and certain ottt parties could adversely affect our financiahdition, results of operations or cash
flows. If any of our customers or other partiesaddtf on their obligations to us, our financial citiwh, results of operations or cash flows could
be adversely affected. Furthermore, some of ouoouars and other parties may be highly leverageldsabject to their own operating and
regulatory risks.
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Terrorist attacks, piracy, increased hostilities war could lead to further economic instability, ineased costs and disruption of our
business.

Terrorist attacks, piracy and the current conflinotEgypt and Libya and other current and futurefiicts, may adversely affect our
business, operating results, financial conditidniljts to raise capital and future growth. Contingihostilities in the Middle East may lead to
additional armed conflicts or to further acts aféeism and civil disturbance in the United Stataselsewhere, which may contribute to further
economic instability and disruption of oil produstiand distribution, which could result in reduckanand for our services.

In addition, oil facilities, shipyards, vesselgpglines and oil and natural gas fields could bgettsr of future terrorist attacks and our
vessels could be targets of pirates or hijackeny. uch attacks could lead to, among other thibgdily injury or loss of life, vessel or other
property damage, increased vessel operational,dnsksding insurance costs, and the inabilityremsport oil and natural gas to or from cer
locations. Terrorist attacks, war, piracy or oteeents beyond our control that adversely affecptioeluction of oil could entitle our customers
to terminate our drilling contracts, which wouldvkaa material adverse effect on our financial ctionj results of operations and cash flows.

Risks Relating to Our Common Shares

Your rights and responsibilities as a shareholdeeayoverned by Luxembourg law and differ in somespects from the rights and
responsibilities of shareholders under other juristions, including the United States, and shareheldrights under Luxembourg law may
not be as clearly established as shareholder rightsler the laws of other jurisdictions.

Our corporate affairs are governed by our artiofegssociation, as amended from time to time (#hticles”), and by the laws governing
companies incorporated in Luxembourg. The rightswfshareholders and the responsibilities of membkour board of directors (th8bard
of Directors”) under Luxembourg law may not be ksdy established as shareholder rights undelailig of other jurisdictions. We anticipate
that all of our shareholder meetings will take plat Luxembourg.

In addition, the rights of shareholders as thegteelo, for example, the exercise of shareholdgtsi are governed by Luxembourg law
and our Articles and differ from the rights of sblanlders under other jurisdictions, including thaiteld States. The holders of our common
shares may have more difficulty in protecting thieierests in the face of actions by the Board ioé@ors than if we were incorporated in the
United States.

Because we are incorporated under the laws of Luerarg, you may face difficulty protecting your intests, and your ability to
protect your rights through other international cots, including the United States, may be limite

We are incorporated under the laws of Luxembound,tae majority of our assets are located outdideUnited States. As a result, it n
be difficult for investors to effect service of pass within certain jurisdictions, including theitéd States, in a way that will permit a court in
such country to have jurisdiction over us, or tfoece judgments against them obtained in the Wo8tts, including judgments predicated upon
the civil liability provisions of the U.S. federahd state securities laws. Please read Item 10pt&smbility of Civil Liabilities.”

We are controlled by a single shareholder, whichutabresult in potential conflicts of interest witbur public shareholders.

An entity controlled by the Quantum Pacific Grosmibeneficial owner of approximately 69.2% of outstanding common shares an
in a position to control actions that require tbasent of our shareholders,
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including the election of directors, amendmentwf Articles and any merger or sale of substantiallyf our assets. In addition, three
members of our Board of Directors are also emplsydge€uantum Pacific Advisory Limited, an affiliadé the Quantum Pacific Group,
including Mr. Ron Moskovitz, the Chairman of ourdd of Directors, who is also the Chief Executiii@@r of Quantum Pacific Advisory
Limited. We also have certain contractual arrangegmwith the Quantum Pacific Group. See Item 7 |aRel Party Transactions.”

There are no restrictions on the ability of the Quan Pacific Group to compete with us. In additipatential conflicts of interest exist or
could arise in the future for our directors who also officers of Quantum Pacific Advisory Limitedth respect to a number of areas relatir
the past and ongoing relationships of the Quantauifie Group and us. Although the affected direstaray abstain from voting on matters in
which our interests and those of the Quantum RaGifoup are in conflict, the presence of potertigdctual conflicts could affect the process
or outcome of the deliberations of our Board ofddtors and may have an adverse effect on our psifticeholders.

Our controlling shareholder, Quantum Pacific (Gibttar) Limited, has pledged a significant portion @ shares in our company to
secure a loan facility. A default under this loaméility could result in another person acquiring significant voting interest in the Compar
and could adversely affect the market price of tBempany’s shares.

Our controlling shareholder, Quantum Pacific (Glitara Limited, has pledged a significant portionitsfshares in the Company to secure
a loan facility. This loan facility requires QuantPacific (Gibraltar) Limited to pledge cash cadlat if the market value of the pledged shares
falls below a certain threshold. As of the daté¢hi$ annual report, Quantum Pacific (Gibraltar) lted has pledged approximately 30% of our
outstanding common shares to secure the loantfac@uantum Pacific (Gibraltar) Limited may fronm& to time in the future obtain additio
loans that are secured by a pledge of additionatepterests in the Company.

A number of factors could cause our share priatetdine, including those risks described in thigtisa, “Risk Factors”, and a decline in
the market value of our common shares could triggergin calls for these loan facilities. Failuredetay by Quantum Pacific (Gibraltar)
Limited to promptly meet any margin call or otheests of default under these financing arrangemeoutd result in the sale or other
disposition of some or all of the pledged shardschvcould result in one or more persons other taantum Pacific (Gibraltar) Limited
acquiring the pledged shares and thereby acquarsignificant voting interest in the Company. Farthore, due to Quantum Pacific (Gibral
Limited’s significant interest in the Company, tttisposition of a portion or all of its pledged stgby the lender under the loan facility or a
subsequent holder of the pledged shares may adivefect prevailing market prices of our sharese SRisk Factors—Risks Relating to Our
Common Shares—Sales of our common shares in tHe po@rket could lower our share price, and anyitéalthl capital raised by us through
the sale of equity or convertible securities mdytdiyour ownership in us.”

Sales of our common shares in the public market tilower our share price, and any additional caplitaised by us through the sale
of equity or convertible securities may dilute yoownership in us.

We may sell additional common shares in subsequdrlic offerings. We may also issue additional camrshares or convertible
securities. As of March 20, 2012, we have 216,90Dj6sued and outstanding common shares.

Quantum Pacific Group owns 150,000,000 sharegpmroximately 69.2% of our total outstanding comnsbares. On November 16,
2011, we entered into a registration rights agregmih Quantum Pacific (Gibraltar) Limited whichllwrequire us to effect the registration of
its common shares in certain circumstances.

In April 2011, we issued 60,000,000 common sharesprivate offering to international and U.S. istees in April 2011 (the “2011
Private Placement”). Subsequent to the 2011 Privkteement, our shares were traded on the Norwe&gjiad List.
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In November 2011, we completed an initial publitedhg of 6,000,000 common shares. In December 2B&lunderwriters purchased
an additional 900,000 common shares pursuant téuthexercise of an over-allotment option. Ther&sasold in our initial public offering and
pursuant to the underwriters’ over-allotment optioa listed on the New York Stock Exchange (the S¥Y).

As of March 20, 2012, approximately 55,000,000 camrshares have migrated from the Norwegian OTCthigthe NYSE and are now
freely trading in the U.S. public market.

As soon as practicable after this annual reportintend to file a registration statement with th&USecurities and Exchange Commis
(the “SEC”) on Form S-8 providing for the regisioat of 7,200,000 common shares issued or resenraédduance under our stock incentive
plan. Subject to the satisfaction of vesting cand&, common shares registered under this regmtratatement on Form S-8 will be available
for resale immediately in the public market withoestriction.

We cannot predict the size of future issuancesiotommon shares or the effect, if any, that futaseances and sales of our common
shares will have on the market price of our comsineres. Sales of substantial amounts of our conghares (including any common shares
registered pursuant to the registration rights emgent with Quantum Pacific (Gibraltar) Limited, astyares transferred by shareholders on the
Norwegian OTC to the NYSE, any common shares regidton Form -8, any shares issued in connection with an adipnsbr any other
sales of common shares in the public market), @p#rception that such sales could occur, may adhleaffect prevailing market prices of our
common shares.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate and tety financial statements could be
impaired and investors’ views of us could be harmed

The Sarbanes-Oxley Act requires, among other thiihgs we maintain effective internal control ofi@eancial reporting and disclosure
controls and procedures. In particular, we mushoper system and process evaluation and testingioinbernal control over financial reporti
to allow management and our independent registaubtic accounting firm to report on the effectives®f our internal control over financial
reporting, as required by Section 404 of the Sarbabxley Act, beginning with our annual report anri 20-F for the fiscal year ending
December 31, 2012. Our compliance with Sectioneftie Sarbanes-Oxley Act will require that we insubstantial accounting expense and
expend significant management efforts. If we areatde to comply with the requirements of Sectifd é a timely manner, or if we or our
independent registered public accounting firm idgmteficiencies in our internal control over fingal reporting that are deemed to be material
weaknesses, the market price of our common shardd decline and we could be subject to sanctiorisv@stigations by the NYSE, the SEC
or other regulatory authorities, which would requadditional financial and management resources.

Our ability to successfully implement our businpk: and comply with Section 404 requires us taltle to prepare timely and accurate
financial statements. We expect that we will needantinue to improve existing, and implement neperational and financial systems,
procedures and controls to manage our businessigéfly. Any delay in the implementation of, or digtion in the transition to, new or
enhanced systems, procedures or controls, may causgerations to suffer, and we may be unabtoizlude that our internal control over
financial reporting is effective and to obtain amualified report on internal controls from our @ads as required under Section 404 of the
Sarbanes-Oxley Act. Moreover, we cannot be cettaihthese measures would ensure that we impleamghinaintain adequate controls over
our financial processes and reporting in the futBreen if we were to conclude, and our auditorsenerconcur, that our internal control over
financial reporting provided reasonable assuraaganding the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with GAAP, becafigs inherent limitations, internal control oviamancial reporting may not prevent or
detect fraud or misstatements. This, in turn, cdialde an adverse impact on trading prices for onroon shares, and could adversely affect
our ability to access the capital markets.
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We are a “foreign private issuer” and “controlledampany” under the NYSE rules, and as such we argitted to exemption from
certain NYSE corporate governance standards, and yeay not have the same protections afforded tacktmlders of companies that are
subject to all of the NYSE corporate governance uggments.

We are a “foreign private issuer” under the semsitaws of the United States and the rules oNW&E. Under the NYSE rules, a
“foreign private issuer” is subject to less stringeorporate governance requirements than a doerisstier. Subject to certain exceptions, the
rules of the NYSE permit a “foreign private issut’follow its home country practice in lieu of thgting requirements of the NYSE. In
addition, Quantum Pacific Group controls a majooityur outstanding common shares. As a resulan@econsidered a “controlled company”
within the meaning of the NYSE corporate governasteadards. Under the NYSE rules, a company ofwimiore than 50% of the voting
power is held by another company or group is atimdled company” and may elect not to comply widrtain NYSE corporate governance
requirements, including (1) the requirement thatagority of the board of directors consist of indagdent directors, (2) the requirement that the
nominating committee be composed entirely of indeleat directors and have a written charter addrgdbie committee’s purpose and
responsibilities, (3) the requirement that the cengation committee be composed entirely of indepeindirectors and have a written charter
addressing the committee’s purpose and responigbiind (4) the requirement of an annual perfomaavaluation of the nominating and
corporate governance and compensation committeepefnitted by these exemptions, as well as bypglaws and the laws of Luxembourg,
we currently have a board of directors with a mgjasf non-independent directors, an audit comreitemprised solely of three independent
directors and a compensation committee with onaane non-independent directors serving as committembers. As a result, non-
independent directors, may, among other thingghiixcompensation of our management, make comnare simd option awards and resolve
governance issues regarding our company. Acconglingthe future you may not have the same pratastafforded to stockholders of
companies that are subject to all of the NYSE caf@governance requirements.

As a “foreign private issuer,” we are exempt fromnaimber of rules under the U.S. securities laws aae: permitted to file less
information with the SEC than other U.S. public cgmanies. This may limit the information available toolders of our common shares.

As a “foreign private issuer,” we are not subjecall of the disclosure requirements applicabledmpanies organized within the United
States. For example, we are exempt from certagsruhder the Securities Exchange Act of 1934, anded (the “Exchange Act”) that
regulate disclosure obligations and proceduralirequents related to the solicitation of proxiesysents or authorizations applicable to a
security registered under the Exchange Act. Intaatdiour officers and directors are exempt from tbporting and “short-swing” profit
recovery provisions of Section 16 of the Exchangeéakd related rules with respect to their purchasel sales of our securities. Moreover, we
are not required to file periodic reports and ficiahstatements with the SEC as frequently or amptly as other U.S. public companies.
Accordingly, there may be less information concegrdour company publicly available than there isditrer U.S. public companies.

Tax Risks

Changes in tax laws, treaties or regulations or @&ise outcomes resulting from examination of our teeturns could adversely affect
our financial results.

Our future effective tax rates could be adverséfiycéed by changes in tax laws, treaties and reiguis, both in the United States and
internationally. Tax laws, treaties and regulatiares highly complex and subject to interpretatidansequently, we are subject to changing tax
laws, treaties and regulations in and between c@snin which we operate or are resident. Our inedax expense is based upon the
interpretation of the tax laws in effect in varicauntries at the time that the expense was indukehange in these tax laws, treaties or
regulations, or in the interpretation thereof, cordsult in a materially higher tax expense orghér effective tax rate on our worldwide
earnings. If any country successfully challengesincome tax filings based on our structure, avéf otherwise lose a material tax dispute, our
effective tax rate on worldwide earnings could @ase substantially and our financial results cbeldnaterially adversely affected.
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We may not be able to make distributions withoubgecting you to Luxembourg withholding tax.

If we are not successful in our efforts to makeriistions, if any, through a withholding tax fresduction of share capital or share
premium (the absence of withholding on such distidns is subject to certain requirements), thgndividends paid by us will generally be
subject to a Luxembourg withholding tax at a réeté5%6 (17.65% if the dividend tax is not chargedhe shareholder) (subject to the
reductions/exceptions discussed under Iltem 10 “flaxa-Material Luxembourg Tax Considerations for #ens of Common Shares—
Exemption from Luxembourg Withholding Tax"fhe withholding tax must be withheld from the grdsstribution and paid to the Luxembol
tax authorities. Under current Luxembourg tax laweduction of share capital or share premium isunbject to Luxembourg withholding tax
provided that certain conditions are met, includiiog example, the condition that we do not haaritiutable reserves or profits. However,
there can be no assurance that our shareholdémppiiove such a reduction in share capital orespegmium, that we will be able to meet the
other legal requirements for a reduction in shaygtal or share premium, or that Luxembourg taxhididing rules will not be changed in the
future. In addition, over the long term, the amoofitshare capital and share premium available $aowse for capital reductions will be
limited. If we are unable to make a distributionotigh a withholding tax free reduction in shareitor share premium, we may not be abl
make distributions without subjecting you to Luxesaly withholding taxes.

U.S. tax authorities could treat us as a “passiva@dign investment company,” which could have adwetd.S. federal income tax
consequences to U.S. holders.

A foreign corporation will be treated as a “pasdimeign investment company,” or PFIC, for U.S.deal income tax purposes if either
(1) at least 75% of its gross income for any tagafglar consists of certain types of “passive incoong€2) at least 50% of the average value of
the corporation’s assets for any taxable year predw are held for the production of those type%asgsive income.” For purposes of these
tests, “passive income¥icludes dividends, interest and gains from the salexchange of investment property and rentsayalties other tha
certain rents and royalties which are received fummrelated parties in connection with the activedtet of a trade or business, but does not
include income derived from the performance of imes. U.S. shareholders of a PFIC are subjectlisaalvantageous U.S. federal income tax
regime with respect to the income derived by thECPEhe distributions they receive from the PFIGd &he gain, if any, they derive from the
sale or other disposition of their interests in BdC.

We believe that we will not be a PFIC for the catrxable year or for any future taxable year.e8asn our operations described herein,
all or a substantial portion of our income fromsbiffre contract drilling services should be treagdervices income and not as passive inc
and thus all or a substantial portion of the asthetswe own and operate in connection with thelpetion of that income should not constitute
passive assets, for purposes of determining whetbeare a PFIC. However, this involves a facts@rmimstances analysis and it is possible
that the IRS would not agree with this conclusi®ee Item 10, “Taxation—Material U.S. Federal Incorag Considerations for Holders of
Common Shares—Passive Foreign Investment Compaleg Ru

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

Pacific Drilling S.A. was formed on March 11, 20&E, a Luxembourg corporation in the form cfogiété anonymender the
Luxembourg law of 10 August 1915 on commercial cames, as amended, to act as an indirect holdingpaay for our Predecessor. Our
shares of common stock have been trading on thevdgsan OTC List since April 2011 and on the NY Sicei November 2011. Our principal
executive offices are located at 37, rue d’Anvkr$ 130 Luxembourg and our telephone number is 8585 81 35.

Our Predecessor was formed in Liberia in 2006 asdgpendent operating subsidiary of a predecessuopany of the Quantum Pacific
Group. The principals of the Quantum Pacific Grbape significant holdings in various global indiegrsuch as energy, oil refining,
transportation and commodities.
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Our initial investment in the ultra-deepwater dingdj industry in 2006 was through the purchase dfiliship under construction by SHI
and the later exercise of an option for a secoiilsaip.

In 2007, we formed TPDI with Transocean, and the dillships then under construction were trangfginto TPDI. We initially formed
a construction management team to oversee actiwti8HI that was then seconded to Transoceanastiamed responsibility for managen
of construction and operation of the two TPDI dhips through a contract with TPDI.

In 2008, a decision was made to expand our a@sviti the ultra-deepwater segment to include ojperand marketing of drilling
services for our other drillships, tRacific Boraand thePacific Mistral, for which construction contracts were acquire@®7 and were not
included in TPDI. As part of this strategy, we aicgd additional contracts with SHI to construct tmore ultra-deepwater drillships, the
Pacific Scirocccand thePacific Santa Ana Prior to entering into the Project Facilities Agment, we financed all capital expenditures megati
to construction of these four wholly-owned vessletsugh loans from Winter Finance Limited (“Wintéinance”),a subsidiary of the Quantu
Pacific Group. On December 31, 2010, the QuantuaifiP&roup was assigned all outstanding princgrad accrued interest on the loan from
Winter Finance, which was then converted into commslwares. In September 2010, we entered into thjed®Facilities Agreement with a
group of lenders to finance the remaining capixplemditures associated with the construction, djper@and other expenses relating to the
Pacific Bora, thePacific Mistral, thePacific Sciroccaand thePacific Santa AnaAs of March 20, 2012, we have outstanding principal
borrowings of $400 million, $450 million, $375 mdh and $450 million under the Bora Term Loan, Mhistral Term Loan, the Scirocco Term
Loan and the Santa Ana Term Loan (as such terns lasndefined in Item 5, “Liquidity and Capital Rasces—Description of Indebtedneks”
respectively.

In March 2011, we entered into two contracts wikth 8r the construction of our fifth and sixth aawzd-capability, ultra-deepwater
drillships, thePacific Khamsirand thePacific Sharav. In March 2012, we exercised our option and edtér® an additional contract with SHI
for the construction of our seventh advanced-cdipghiltra-deepwater drillship. The resulting fteef seven wholly-owned drillships
represents one of the youngest and most technalbgadvanced fleets in the world, enabling usfteroa broad range of services in deepwater
markets worldwide. The construction contract fa seventh drillship also includes an option, validil June 15, 2012, for an eighth newbuild
drillship on the same terms and conditions as tlfasthe seventh drillship. We will continue to &vate the long-term conditions of the
deepwater drilling market to determine whetherxereise this option.

In the beginning of 2011, we determined that it ldduenefit us to reincorporate in a better recogaiand more attractive jurisdiction for
potential investors with a more developed and adedrbody of law. On March 30, 2011, we completedRlstructuring and in connection
with the Restructuring, Quantum Pacific Group citmtted our Predecessor to us. In the beginnin@a&f2we also determined that it was in
our best interest to focus on the operation anketizng of our wholly-owned fleet. On March 30, 2Q0%& completed the TPDI Transfer,
pursuant to which all of our equity interest in TIRias transferred to a wholly-owned subsidiaryhaf Quantum Pacific Group for no
consideration. As a result, neither the Companyamgrof its subsidiaries currently owns any intene§ PDI.

In April 2011, we completed the 2011 Private Plaertof 60,000,000 common shares for net proceedpprbximately $575.5 million.
As a result of this offering, our common sharesdvetp be traded on the Norwegian OTC List on Apri2011.

In November 2011, we completed an initial publiteahg of 6,000,000 common shares. In December 20Elunderwriters purchased
an additional 900,000 common shares pursuant tuthexercise of an over-allotment option. Thetiaipublic offering resulted in net
proceeds of approximately $50.3 million. As a resftithis offering, our common shares began toraéed on the NYSE on November 11,
2011 under the ticker symbol “PACD.” As of March, 2012, approximately 55,000,000 of our commonehaad migrated from the
Norwegian OTC List to the NYSE
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During 2011, we initiated drilling operations ofavef our drillships. On August 26, 2011, tRacific Boraentered service in Nigeria
under a three-year contract with a subsidiary cfv@bn. On December 31, 2011, thacific Sciroccceentered service in Nigeria under a one-
year contract with a subsidiary of Total. Addititlpathe Pacific Mistral entered service in Brazil on February 6, 2012 uiadiree-year
contract with a subsidiary of Petrobras. Hezific Santa Anavas delivered in December 2011 and is expectedttr service in the U.S. Gulf
of Mexico in the second quarter of 2012 under a-frear contract with Chevron.

In February 2012, we completed a private placerae$800 million in aggregate principal amount 28 senior unsecured U.S. dollar
denominated bonds due in 2015 to eligible purclsa@be “2012 Bond Offering”).

As of March 20, 2012, we have committed since naeption over $5.0 billion to establish our exigtirltra-deepwater fleet of drillships,
of which approximately $3.3 billion has been pdicbugh December 31, 2011. During the most receaetfiscal years, the Company'’s capital
expenditures were $2.6 billion. We expect to spaplroximately $1.8 billion in total project costxcluding capitalized interest but including
commissioning and testing and other costs to camjpler current newbuild construction program. A®etember 31, 2011, we have paid
$0.1 billion of the total project costs and intandund the remaining balance of approximately $iillfon with existing cash balances,
operating cash flow generation and additional inelébess, which is uncommitted at this time. Forerinformation on our capital
requirements, see Item 5, “Liquidity and Capitab&&rces.”

B. BUSINESS OVERVIEW

We are an international offshore drilling compaoynenitted to becoming the preferred provider ofastieepwater drilling services to the
oil and natural gas industry through the use ofifsgecification drillships. Our primary businessasontract our ultra-deepwater drilling rigs,
related equipment and work crews, primarily on wat basis, to drill wells for our customers. lBda team of seasoned professionals with
significant experience in the oil services andastleepwater drilling sectors, we specialize intdohnically demanding segments of the
offshore drilling business.

We are primarily focused on the ultra-deepwaterksiaiThe term “ultra-deepwater,” as used in th#ing industry to denote a particular
sector of the market, can vary and continues tdvewsith technological improvements. We generatinsider ultra-deepwater to begin at
water depths of more than 7,500 feet and to extietioe maximum water depths in which rigs are capabdrilling, which is currently
approximately 12,000 feet. Although we are prinyafdcused on the ultra-deepwater market, our tips can also operate in water depths as
shallow as 1,000 feet, giving us the ability to gate for jobs targeting shallower depths than wdeapwater. While not currently a core focus
for our business, our drillships are also capableperating in harsh environment areas, where taeraypically rougher sea conditions.

Because our drillships are highly mobile, our fledt operate in a single, global market for theyision of contract drilling services to
the deepwater exploration and production indu®eepwater and ultra-deepwater drillships typicallynpete in many of the same markets as
high-specification semi-submersible rigs. Howewewer ultra-deepwater drillships like those in fieet generally have greater load capacity
and are more mobile than semi-submersible rigsjmgakem better suited for drilling in remote Idoais where re-supply is more difficult and
for exploration programs that require frequentréfpcation. All of our drillships are self-propeadland dynamically positioned and have large
carrying capacity. We believe the long-term prospéar deepwater drilling are positive given theeated growth in oil and gas consumption
from developing nations, limited growth in crudésaipplies and high depletion rates of mature il gas fields. Recent geologic successes in
deepwater basins, improving access to promisingwlater areas and new, more efficient technologiesexpected to be catalysts for the long-
term exploration and development of deepwater gielthe location of our drillships and the allocataf resources to build or upgrade rigs will
be determined by the activities and needs of ostoeners. Currently, our four existing drillshipg aommitted to work in the deepwater
regions of the U.S. Gulf of Mexico, Brazil and Wedtica, which are the three most active deepwhésins in the world. Through
December 31, 2011, all of our contract drillingeaues were earned operating offshore Nigeria.
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Our Business Strategies

Our principal business objective is to increaseealder value through becoming the preferred wapwater drilling contractor. We
expect to achieve this objective through the follaystrategies:

Establish position as the preferred ul-deepwater drilling contractor with newly built Higspecification unitsHigh-specification
drilling units are specifically designed to meet tlequirements of customers for drilling in deeréiasins and complex geologi
formations and for drilling wells with challengipgofiles. In addition, we believe that our new lirg units have a competitive
advantage over older units because of their imgt@adety and environmental protection featuresatgreefficiency and enhanced
mobility. Furthermore, it is easier to attract mesgerienced operating personnel to newer drillings due to their superior
working and living conditions and potential for teetcareer opportunitie

Capitalize on increased exploration and developnaetivity in deepwater basinds demand for hydrocarbons increases and
mature producing basins naturally decline, we belidere will be an increasing emphasis on exglmand development in deep
waters to exploit new and attractive prospectseRemajor discoveries in deepwater basins, togetitartechnological advances
that make such exploratory and development act#ithore economic, have increased potential developapportunities for
deepwater drilling services. We believe that théewdepth capability of our ultra-deepwater drigjianits will further our ability to
secure lon-term ultre-deepwater contracts in the futu

Develop strategic relationships with h-quality customersWe expect to derive a significant portion of outufe revenue fror
contracts with major international and nationalamimpanies and large well capitalized independepibeation and production
companies. These customers tend to take a longappmach to the development of substantial hydbaeafinds with multi-year
development programs as well as multi-year capitpbenditure commitments, which we believe will emtethe likelihood of our
securing attractive lor-term drilling contracts

Identify and generate growth opportunitiWWe expect to grow through newbuilds as well agesgjia transactions, with a continued
focus on the ultra-deepwater market. We will cotiaa exclusively on those growth opportunitied the believe will create
maximum shareholder valu

Competitive Strengths
We have a number of competitive strengths that elievee will help us to successfully execute ouribess strategies:

Experienced and international management teOur management team has extensive industry experi@merating in locations
worldwide. We believe that our management teangsiicant experience, as well as its diverse irdéomal background, enhances
our ability to effectively operate on a global lsaand throughout industry cycle

New and technologically advanced fleOur fleet is comprised of some of the newest andtriezhnologically advanced drillshi
in the world. Each of our premium, high-specificatidrillships is designed to operate in water dejpthup to 12,000 feet.
Furthermore, our ultra-deepwater drillships arégeipelled, dynamically positioned and suitabledadilling in remote locations.
Our highspecification units are expected to achieve fafiiding and shorter transportation times betwesgations relative to old
units in the market. In addition, tfRacific Santa AnathePacific Khamsin thePacific Sharavand our seventh drillship will have
dual gradient drilling capabilities and also oféeathanced capabilities for well completion wc

Strong backlog with crec-worthy counterpartiesWe have and are continuing to develop a strongwex®acklog that current
consists of contracts for two of our drillships lwé subsidiary of Chevron and contracts for twaptlrillships with subsidiaries of
Total and Petrobras. As
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March 20, 2012, our contract backlog on Pacific Bora, thePacific Sciroccothe Pacific Mistraland thePacific Santa An;,
under these contracts was approximately $2.1 bilMde believe these high-quality customer commitisi@nll provide us with a
stable cash flow for the next several ye

Uniformity of assetsThe uniformity of our assets enables efficient atrdamlined labor, maintenance, supply chain ardatimg
support systems, which we believe will allow uglevelop and maintain a competitive cost structlihe similarity of our ship
designs allows for interoperability among our crems operating systems, which should allow membkosir crew to serve
interchangeably on any of our drillships. Additiimaour drillships’ consistent technical specificams and equipment make spare
parts interchangeable, which reduces the capit@lirements associated with keeping spare part®ak slowering maintenance a
supply chain cost:

Risk Factors

We face a number of risks associated with our ssimnd industry and must overcome a variety dfestgees to utilize our strengths a
implement our business strategies. These riskgerelaamong others, changes in the offshore condrdling industry, including supply and
demand, utilization rates, dayrates, customerimigilprograms and commodity prices; a downturn englobal economy; hazards inherent in
industry and operations resulting in liability feersonal injury or loss of life, damage to or dedtion of property and equipment, pollution or
environmental damage; inability to comply with coaats in our debt agreements; inability to finacapital projects; and inability to
successfully employ our drillships.

You should carefully consider the following riskispse other risks described in Iltem 3, “Risk Fagtand the other information in this
annual report:

We have a limited asset base and currently relfhore customer accounts. The loss of any customsggoificant downtime on ar
drillship could adversely affect our financial cétimh and results of operatior

The contract drilling industry is highly competigivCompared to companies with greater resourcemayebe at a competitive
disadvantage

The demand for our services depends on the levattofity in the offshore oil and natural gas indyswhich is significantly
affected by oil and natural gas prices and othetofa beyond our contrc

Our current backlog of contract drilling revenueynmat be fully realized

Customers

Offshore exploration and production is a capitémnsive, high-risk industry. Operating and purswpgortunities in deepwater basins
significantly increases the amount of capital reegito effectively conduct such operations. Assailte a significant number of the most active
participants in this segment of the offshore exgtion and production industry are either natioriet@mpanies, major oil and gas companie
well-capitalized large independent oil and gas canigs. Our current customers are Chevron, TotaPatbbras. During the year ended
December 31, 2011, all of our revenues were edmed Chevron. During the years ended December @10 2nd 2009, the Company did not
recognize revenue. We expect that our future custemill be well capitalized companies, includingte-owned national oil and gas
companies, major integrated oil and gas compamddaage independent E&P companies.

Contract Backlog

Our contract backlog includes firm commitments omipich are represented by signed drilling congaés of March 20, 2012, our
contract backlog was approximately $2.1 billion avak attributable to revenues we expect to generateePacific Bora, thePacific
Scirocco, thePacific Mistraland thePacific Santa Anander
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firm contracts with Chevron, Total and Petrobrag ¥dlculate our contract backlog by multiplying ttomtractual dayrate by the minimum
number of days committed under the contracts (eketuoptions to extend), assuming full utilizati@amd also include mobilization fees,
upgrade reimbursements and other revenue soutoesas the standby rate during upgrades, as dtlilathe contract.

The actual amounts of revenues earned and thel @etiads during which revenues are earned magwdifom the amounts and periods
shown in the table below due to various factorsluiding shipyard and maintenance projects, downtinmgtother factors. In addition, our
contracts customarily provide for termination a tHection of the customer with an “early termiaatpayment” to be paid to us if a contract is
terminated prior to the expiration of the fixednteiHowever, under certain limited circumstanceshsas destruction of a drilling rig, our
bankruptcy, sustained unacceptable performancestoy delivery of a rig beyond certain grace andépidated damages periods, no early
termination payment would be paid. Accordingly, #utual amount of revenues earned may be subdhaiftiser than the backlog reported.

The firm commitments that comprise our contractkbag as of March 20, 2012, are as follows:

Average
Contract Expectec
Contractual Backlog Actual/Expected

Contracted Contract Revenue Contract Contract

Rig Location Customer Backlog (©) Dayrate Per Day (©) Commencement Duration
Pacific Bora Nigeria Chevron $491,603,00 $474,70( $553,00( August 26, 201: 3 year®
Pacific Sciroccc Nigeria Total $168,643,00 $470,00( $574,00( December 31,201 1 yea®

Pacific Mistral Brazil Petrobras $516,018,00 $458,00( $490,00( February 6, 201 3 year.

Pacific Santa Ani U.S. Gulf  Chevron $933,860,00 $467,50( $511,00( Second Quarter 201 5 year

of Mexico

(@) Contract also provides for two successiv-priced on-year options
(b) Contract also provides for two successive-year options and a further t-year option, with escalating dayrates for the apperiods
() Rounded to the nearest $1,000. Based on signdidglicbntracts

Although we currently do not have letters of awara drilling contract for th@acific Khamsin thePacific Sharawr our seventh
drillship, we expect that the long-term demanddeepwater drilling capacity in established and gingrbasins should provide us with
opportunities to contract these three drillshigermto their delivery dates.

Drilling Contracts

We provide drilling services on a “dayrate” contrbasis. We do not provide “turnkey” or other risksed drilling services. Under day!
contracts, the drilling contractor provides a drdlrig and rig crews and charges the customexread famount per day regardless of the number
of days needed to drill the well. The customer ssaibstantially all of the ancillary costs of censting the well and supporting drilling
operations, as well as the economic risk relativiné success of the well. In addition, dayrateremts usually provide for a lump sum amount
for mobilizing the rig to the well location and educed dayrate when drilling operations are inged or restricted by equipment breakdowns,
adverse weather conditions or other conditions bdybe contractor’s control. A dayrate drilling t@tt generally covers either the drilling of
a single well or group of wells or has a statethteFhese contracts may generally be terminatedhéytistomer in the event the drilling unit is
damaged, destroyed or lost or if drilling operasi@me suspended for an extended period of timeesult of a breakdown of equipment, “force
majeure” events beyond the control of either partypon the occurrence of other specified conditidn addition, drilling contracts with
certain customers may be cancelable, without cauiieittle or no prior notice but are usually et to early termination payments. In some
instances, the dayrate contract term may be extelmgléhe customer exercising options for the argjlof additional wells or for an additional
length of time at fixed or mutually agreed ternmgluding dayrates.

38



Table of Contents

Our drilling contracts are the result of negotiatiavith our customers and have been awarded upopetdive bidding. Our existing
drilling contracts contain, among others, the feileg commercial terms: (i) contract duration extieigdover a specific period of time; (ii) term
extension options in favor of our customer, gergrgbon advance notice to us, at mutually agrestexed or fixed rates; (iii) provisions
permitting early termination of the contract if thelling unit is lost or destroyed, if operatioage suspended for an extended period of time
to breakdown of major rig equipment, unsatisfactmeyformance or “force majeure” events beyond aumtol and the control of the customer;
(iv) provisions allowing early termination of therdract by the customer without cause with a spgtiéarly termination fee in the form of a
reduced rate for a specified period of time; (\Jyisions requiring us to reimburse the customerdasonable costs to obtain a replacement
drilling unit in the event of termination for cayselbject to a cap which decreases with the durati@ontract; (vi) payment of compensatio
us (generally in U.S. dollars although some comsraequire a portion of the compensation to be paidcal currency) on a “dayrate” basis
(lower rates or no compensation generally applynduperiods of equipment breakdown and repair ahénevent operations are suspended or
interrupted by other specified conditions, som&bith may be beyond our control); (vii) paymentusyof the operating expenses of the
drilling unit, including crew labor and incidentédd supply costs; (viii) provisions allowing us ttecover certain labor and other operating cost
increases from our customers through dayrate ad@rdtor otherwise; (ix) provisions requiring ugptovide a performance guarantee; and
(x) indemnity provisions between us and our custsnrerespect of third party claims and risk altimas between us and our customers
relating to damages, claims or losses to us, ostoowers or third parties. Our indemnification may cover all damages, claims or losses to us
or third parties, and the indemnifying party may have sufficient resources to cover its indematiimn obligations. See also Item 3, “Risk
Factors—Risks Related to Our Business—Our customagsbe unable or unwilling to indemnify us.”

Our drilling contracts provide for varying levelsindemnification from our customers and in mostesmmay require us to indemnify our
customers. Under our drilling contracts, liabiltyth respect to personnel and property is custdgnassigned on a “knock-for-knock” basis,
which means that we and our customers assumeitlyafioit our respective personnel and property. Hasvein certain drilling contracts we
assume liability for damage to our customer’s prtypand other third-party property on the rig réisg from services provided under the
contract, subject to negotiated caps per occurremakin other contracts we are not indemnifiedbrycustomers for damage to their property
and, accordingly, could be liable for any such dgenander applicable law. In addition, our custontgpgcally indemnify us for damage to our
equipment down-hole, and in some cases our sulggganeent, generally based on replacement cost nsiooe level of depreciation.

Our customers typically assume responsibility fod é@xddemnify us from any loss or liability resubiifrom pollution or contamination,
including clean-up and removal and thpdrty damages, arising from operations under tiéract and originating below the surface of thal
or water, including as a result of blow-outs ortereng of the well. In some drilling contracts, hewer, we may have liability for damages
resulting from such pollution or contamination cadi®y our gross negligence, or, in some caseqyamdnegligence. The indemnification
provisions typically found in our drilling contracis only a summary as of the date hereof andrisergéin nature. The terms of our drilling
contracts may change in the future. In additioa,ittdemnification provisions of our drilling contta may be subject to differing
interpretations, and enforcement of those provsimay be limited by public policy and other considiens.

Competition

The contract drilling industry is highly competigivDemand for contract drilling and related serviieinfluenced by a number of factors,
including the current and expected prices of odl aatural gas and the expenditures of oil and ahggas companies for exploration and
development of oil and natural gas. In additiormdad for drilling services remains dependent oaréety of political and economic factors
beyond our control, including worldwide demand ddrand natural gas, the ability of OPEC to set araintain production levels and pricing,
the level of production of Nno®PEC countries, local infrastructure and humanuesgs constraints, and the policies of the vargmeernment
regarding exploration and development of theimoill natural gas reserves.
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We are primarily focused on the ultra-deepwaterketabut may also compete to provide services atsher depths than ultra-
deepwater. Our competition ranges from large irtgonal companies offering a wide range of drillangd other oilfield services to smaller,
locally owned companies. Competition for offshor#lidg rigs is usually on a global basis, as theffehore drilling rigs are highly mobile and
may be moved from one region to another in resptmgemand.

Drilling contracts are generally awarded on a cdtitige bid or negotiated basis. Pricing is ofter girimary factor in determining which
qualified contractor is awarded a job. Rig avalighicapabilities, age and each contractor’s safetrformance record and reputation for
quality also can be key factors in the determimat@perators also may consider crew experienchnteal and engineering support, rig
location and efficiency, as well as long-term rielaships with major international oil companies arational oil companies.

We believe that the market for drilling contracti#i wontinue to be highly competitive for the foesable future. We believe that our fleet
of newly constructed premium high-specificatiorlghips provides us with a competitive advantagera@ompetitors with older fleets, as high-
specification drilling units are generally betteited to meet the requirements of customers fdlirdyiin deepwater, complex geological
formations with challenging well profiles. Howeveertain competitors may have greater financiadueses than we do, which may enable
them to better withstand periods of low utilizatiamd compete more effectively on the basis of price

Seasonality

In general, seasonal factors do not have a sigmifidirect effect on our business as most of oillmdy units are contracted for periods of
at least 12 months.

Insurance

The contract drilling industry is subject to hazaidherent in the drilling of oil and natural gaslls, including blowouts and well fires,
which could cause personal injury, suspend drilbpgrations, or seriously damage or destroy théetent involved. Offshore drilling
operations are also subject to hazards particalararine operations including capsizing, groundoddlision and loss or damage from severe
weather. While we maintain insurance to protectdriliships in the areas in which we operate, ¢enplitical risks and other environmental
risks are not fully insurable. We maintain insuraigoverage that includes coverage for hull and imacy, marine liabilities, third party
liability, workers’ compensation and employer’silility, general liability, vessel pollution and @thcoverages.

Our insurance coverage includes deductibles thahua pay or absorb. Our hull and machinery deblects $5 million. The insured
amounts for the drillships are determined by mamaage and reevaluated annually. The minimum insueddes are determined by the
requirements of the Project Facilities Agreemermt amount to the greater of 80% of fair market valnd 120% of the outstanding loan
amount per vessel. Currently, the combined insuaddes of théacific Bora, Pacific Sciroccq Pacific MistralandPacific Santa Ands
approximately $2.8 billion. We also maintain loghiwe insurance which becomes effective 45 dajer @ accident or major equipment
failure covered by hull and machinery insurancsyling in a downtime event and extends for 180sd¥lye also maintain protection and
indemnity (P&I) coverage for an aggregate amourg5f0 million with the Gard P&l Club for our drili§pos operating outside the Gulf of
Mexico. The deductible for P&l-related claims ad®®00 and $100,000 per event for claims brougfdrbdoreign and U.S. jurisdictions,
respectively. For the drillship that will be opengtin the Gulf of Mexico, we have procured a prignmaritime employers liability and general
liability program. We schedule our marine liabdgi(other than the P&l with the Gard P&l Club) toexcess liability program for a limit of
$650 million for the drillship that will be operag in the Gulf of Mexico. In addition, we have puoed insurance coverage for onshore general
liability, employer’s liability, auto liability anchon-owned aircraft liability, with customary dedibtes and coverage. These policies renew
annually and are scheduled to our Excess Lialplibgram.
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Our insurance is subject to exclusions and lindtatj and our insurance coverage may not adequataigct us against liability from all
potential consequences and damages. We believeuthaisurance coverage is customary for the imgwstd adequate for our business.
However, there are risks that such insurance willatlequately protect us against or may not bdabtaito cover all of the liability from all of
the consequences and hazards we may encounter apexations.

Environmental and Other Regulatory Issues
United States

Our operations are subject to stringent and congm&ifie international, federal, regional, state ladl laws and regulations governing
the discharge of materials into the environmerdtherwise relating to environmental protection. Aggble laws in the United States with
which we must comply include the federal Oil PadatAct of 1990 (“OPA"), the federal Outer ContinehShelf Lands Act (“OCSLA"), the
Federal Water Pollution Control Act (commonly reéet to as the Clean Water Act, “CWA?”), the Compretiee Environmental Response,
Compensation and Liability Act (‘CERCLA”") and MARRQas each has been amended from time to time.

Numerous governmental agencies, which in the UrStiades include, among others, the DOI, BOEM, BSEB, Coast Guard and U.S.
Environmental Protection Agency (“EPA”), issue riegions to implement and enforce environmental lawsich often require difficult and
costly compliance measures that carry substardiairgstrative, civil and criminal penalties or magsult in injunctive relief for failure to
comply.

Following the April 2010 fire and explosion aboahe Deepwater Horizorsemi-submersible drilling rig owned by a competéad
subsequent release of oil from the Macondo welhéeU.S. Gulf of Mexico, the BOEMRE imposed tempgnaoratoria on drilling operations,
required operators to reapply for exploration pland drilling permits that had previously been appd, and adopted numerous new
environmental, technological, and safety regulatiand/or new interpretations of such existing ragihs with respect to operations in the |
Gulf of Mexico that are applicable to our oil anatural gas exploration and production customersvéatidwhich their new applications for
exploration plans and drilling permits must proeenpliant. Implementation of these new or newly lipteted existing regulations and other
regulatory initiatives developed by BOEMRE or othise adopted and implemented by BOEM or BSEE méjestius and our customers to
increased costs or delay or limit operations binuke U.S. Gulf of Mexico.

The OPA and regulations promulgated pursuant thengbose a variety of regulations on “responsilagips” related to the prevention
and/or reporting of oil spills and liability for deages resulting from such spills in waters of thndétédl States. Under OPA, the “responsible
party” includes the owner or operator of an onstiacdity, pipeline or vessel or the lessee or pétee of the area in which an offshore facility
is located. OPA assigns liability to each respdegitarty for oil removal costs and a variety of [iwbnd private damages. Under OPA, as
amended by the Coast Guard and Maritime Transpamtéict of 2006, “tank vessels” of over 3,000 grtmss that carry oil or other hazardous
materials in bulk as cargo are subject to liabliityits of (i) for a single-hulled vessel, the greraof $3,200 per gross ton or $23.5 million or
(i) for a tank vessel other than a single-hulledsel, the greater of $2,000 per gross ton or $tillibn. “Tank vessels” of 3,000 gross tons or
less are subject to liability limits of (i) for &ngle-hulled vessel, the greater of $3,200 pergton or $6.4 million or (ii) for a tank vessel eth
than a single-hulled vessel, the greater of $2p@#0yross ton or $4.3 million. For any vesselsepthan “tank vessels,” that are subject to
OPA, the liability limits are the greater of $1,00€r gross ton or $854,400. A party cannot takeathge of liability limits if the spill was
caused by gross negligence or willful misconduatesulted from violation of a federal safety, constion or operating regulation. If the party
fails to report a spill or to cooperate fully iretbleanup, the liability limits likewise do not dpjand certain defenses may not be available.
Moreover, OPA imposes on responsible parties tlee fier proof of financial responsibility to coverlaast some costs in a potential spill.
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The OPA also imposes ongoing requirements on ansdpe party, including preparedness and preverdf®il spills and preparation of
an oil spill response plan. We are in the procésngaging an independent contractor to providedstay oil spill response services in all U.S.
geographical areas of our fleet operations andmhtpapproval by the U.S. Coast Guard of our QilllSResponse Plan.

The OCSLA authorizes regulations relating to saéetgt environmental protection applicable to lesseespermittees operating on the
outer continental shelf. Included among these egealations that require the preparation of spititc@ency plans and establish air quality
standards for certain pollutants, including pattite matter, volatile organic compounds, sulfurxéie, carbon monoxide and nitrogen oxides.
Specific design and operational standards may appdyter continental shelf vessels, rigs, plat®riehicles and structures. Violations of
lease conditions or regulations related to therenment issued pursuant to the OCSLA can reswdtbstantial civil and criminal penalties, as
well as potential court injunctions curtailing opgons and canceling leases. Such enforcemenliti@bican result from either governmental or
citizen prosecution.

The CWA and analogous state laws prohibit the diggd of oil, hazardous substances, or other paolisiiato U.S. navigable waters or
analogous state waters without a permit and imptigs liability in the form of penalties for undngrized discharges. The regulations
implementing the CWA require permits to be obtaibgdin operator before specified exploration atiéisioccur. Our drilling operations may
require authorization (and be subject to correspmneestrictions) to discharge wastewater, drillfugds, and other substances into the U.S.
Gulf of Mexico under the National Pollutant DiscgarElimination System (“NPDES”) permit program. NP®authorization requires advance
notification to governmental authorities, monitariand recordkeeping practices, and may restrictices other than discharges to water. For
example, NPDES authorization available to manyod gas exploration facilities in the U.S. Guliéxico under NPDES General Permit
GMG290000 also includes requirements applicabtding water intake structures. Offshore faciitraust also implement plans addressing
spill prevention control and countermeasures. hitamh, the CWA regulates discharges incidentah®normal operation of vessels in U.S.
waters, including discharges of ballast water. @fwes of regulated vessels are required to ob¥@ssel General Permits” from the EPA,
which include effluent limits, specific correctiagtions, inspections and monitoring, recordkeepimg reporting requirements.

The CERCLA, also known as the “Superfund” law, andlogous state law imposes liability without rejgiar fault or the legality of the
original conduct on certain classes of personsatetonsidered to have contributed to the releha¢'hazardous substance” into the
environment. These persons include the currenast @vners or operators of a site where the releesa@red and companies that disposed or
arranged for the disposal of the hazardous subssaiocind at a particular site. Under CERCLA, swedponsible parties may be subject to joint
and several liabilities for the cost of cleaningthe hazardous substances that have been relessddd environment and for damages to
natural resources. It is not uncommon for thirdiparo file claims for personal injury and progetlmage allegedly caused by the hazardous
substances released into the environment. We geramd handle wastes and other substances indm&or course of our operations that may
be classified as hazardous substances.

The Resource Conservation and Recovery Act reguthtegeneration, transportation, storage, treatamhdisposal of hazardous and
nonhazardous wastes and requires states to dgmegmams to ensure the safe disposal of wastemrnection with routine operations, we
generate nonhazardous wastes and small quanfitiezardous wastes. We believe that all of the @gtstat we generate are handled in all
material respects in compliance with the Resoummes€rvation and Recovery Act and analogous statetss.

The United States is one of approximately 169 membentries to the International Maritime Organia@at(“IMO”), a specialized agen
of the United Nations that is responsible for depeélg measures to improve the safety and secufrityt@rnational shipping and to prevent
marine pollution from ships. Among the various intgional conventions negotiated by the IMO isltiternational Convention for the
Prevention of Pollution from Ships (“MARPOL"). MARBL imposes environmental standards on the shippigstry relating to oil spills,
management of garbage, the handling and disposababus liquids, harmful substances in packaged
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forms, sewage and air emissions. Annex VI to MARP@Lts limits on sulfur dioxide and nitrogen oxigeigsions from ship exhausts and
prohibits deliberate emissions of ozone depletingsgances. Annex VI entered into force on May T®52 and applies to all ships, fixed and
floating drilling rigs and other floating platform&nnex VI also imposes a global cap on the suthmtent of fuel oil and allows for specialized
areas to be established internationally with méniagent controls on sulfur emissions. For vesd@I3 gross tons and greater, platforms and
drilling rigs, Annex VI imposes various survey asgttification requirements. Annex VI came into f@iin the United States on January 8,
2009. Moreover, on July 1, 2010, amendments to Aifigo the MARPOL Convention took effect requiritige imposition of progressively
stricter limitations on sulfur emissions from ships a result, limitations imposed on sulfur emossi will require that marine fuels of vessel
covered Emission Control Areas (“ECAS”) containmore than 1% sulfur. In August 2012, the North Aiceen ECA will become enforceable.
The North American ECA includes areas subject ¢éoetkclusive sovereignty of the United States andrels up to 200 nautical miles from the
coasts of the United States, which area includes pathe U.S. Gulf of Mexico. Consequently, begitg on January 1, 2012, limits on marine
fuel used to power ships in n&EA areas are capped at 3.5% sulfur and, on Augux212, when the North American ECA becomes dffef
the sulfur limit in marine fuel will be capped @bo1which is the capped amount for all other ECAaareffective January 1, 2012. These caj
amounts will then decrease progressively until tiemch 0.5% by January 1, 2020 for non-ECA ared®at? by January 1, 2015 for ECA
areas, including the North American ECA. The amesks also establish new tiers of stringent nitrogede emissions standards for new
marine engines, depending on their date of instatlaln addition, MARPOL Annex VI, Chapter 4, inttuces two mandatory mechanisms
intended to ensure an energy efficiency standardtips which are the Energy Efficiency Design k@ EDI) for new ships and the Ship
Energy Efficiency Management Plan (SEEMP) for hlps. These measures are expected to enter irde éor 1 January 2013. We do not
anticipate that compliance with MARPOL or AnnextdIMARPOL will have a material adverse effect om msults of operations or financial
position.

Greenhouse gas emissions have increasingly bedwrmibject of international, national, regionatetand local attention. Cap and tr.
initiatives to limit greenhouse gas emissions Haeen introduced in the European Union. Similarlynerous bills related to climate change
have been introduced in the U.S. Congress, whialdadversely impact most industries. In additiorure regulation of greenhouse gas could
occur pursuant to future treaty obligations, statubr regulatory changes or new climate changislegipn in the jurisdictions in which we
operate. It is uncertain whether any of theseatiites will be implemented. Restrictions on greargggas emissions or other related legisl:
or regulatory enactments could have an effectasehindustries that use significant amounts ofopetim products, which could potentially
result in a reduction in demand for petroleum patsland, consequently and indirectly, our offsheneport services. We are currently unable
to predict the manner or extent of any such effeégtthermore, one of the asserted long-term phlysféects of climate change may be an
increase in the severity and frequency of adversatirer conditions, such as hurricanes, which meng@se our insurance costs or risk
retention, limit insurance availability or redu¢e tareas in which, or the number of days duringciyhdur customers would contract for our
vessels in general and in the U.S. Gulf of Mexitparticular. We are currently unable to prediet tanner or extent of any such effect.

Nigeria
Environmental laws that affect our operations uridigeerian jurisdiction include, but are not necesgdimited to, the laws described
below. While we believe that we are in substamiahpliance with the current environmental laws segllations, there is no assurance that

compliance with current laws and regulations or atieel or newly adopted laws and regulations candiatained in the future or that future
expenditures required to comply with all such lamsg regulations in the future will not be material.

The Petroleum Act is the key Nigerian legislatiohieth governs the oil and gas industry (the “Indg3tin Nigeria. The Act and section
44(3) of the Constitution of the Federal RepubfitN@eria provides that the ownership and contfalbpetroleum (which includes gas), in,
under or upon any lands, including land entered/ater, under the territorial waters, the continksiteelf and the exclusive economic zone, is
vested in the Federal Republic of Nigeria.
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We, as an independent drilling contractor, areextlip Petroleum (Drilling and Production) Amenditn@egulations 1988 (the
“Regulations”) which requires us to be accreditéthwhe Department of Petroleum Resources (the “DPRe Guidelines and Application
Form for Oil & Gas Industry Service Permit issugtthe DPR (the “DPR Guidelines”) require that we accredited and issued with a permit
by the DPR (the “DPR Permit”) in order to carry ¢l services in the Industry. We have receivedraust annually renew the DPR permit in
accordance with the DPR Guidelines. In additiotheoDPR permit, under the Local Content Act (asneef below), we are required to be
registered with the Joint Qualification System (S The Nigerian Petroleum Exchange (“NIPEXtministers the JQS. NIPEX is require
pre-qualify companies and categorize them intddtsbase as a prerequisite for any company intgridinffer services in the Industry and
forms the basis for an invitation to tender for ttaats. Under the Regulations we are also requoredbtain a valid license prior to operating a
drilling rig (a “Drilling Rig Permit”). A Drilling Rig Permit is granted by the Minister of PetroleResources (“Minister”) or any other public
officer in the Ministry authorized by the Ministirwriting in that regard.

Our operations are also subject to the provisidriseoEnvironmental Guidelines and Standards ferRbtroleum Industry of Nigeria
(“EGASPIN” or the “Guidelines”)The Guidelines were issued by the Minister to dstala uniform monitoring and control program ifatéon
to discharges arising from oil exploration and depment in Nigeria. The EGASPIN regulate and cdrttie quality and quantity of industrial
emissions associated with oil drilling operationse EGASPIN require that the operators obtain t@irBnmental Permit from the DPR beft
the drilling operations are commenced. As parhefiermitting procedure, the licensees are reqairéarnish an Environmental Impact
Assessment (“EIA”) report. In addition to the El@port, the application is required to be suppobgdn Environmental Baseline Study
(“EBS”) approved by the DPR, an Offshore Drillingitards Assessment (“ODHA”) report and a treatmedtdisposal program for all
effluents from the drilling operations.

The EGASPIN further provides that the operatorsragaired to conduct an EIA for specific activitmsch as offshore development
drilling (for which a seabed survey would be regdjrconstruction of onshore and offshore flow ljrfemv stations and production stations.

In addition, the EIA Act requires that every opematin respect of which any tier of the Nigeriarvgmment has issued a permit, license
or approval for the purpose of enabling the projedie carried out in whole or in part, obtaindA. In this regard, oil and gas fields’
development is specifically listed in the Scheduoléhe EIA Act as one of the activities for whialm BIA is required. Consequently, any type of
project related to oil and gas field developmeamt|uding offshore drilling, requires an EIA.

The Nigerian Oil and Gas Industry Content Developt#ect, 2010 (the “Local Content Acttyas enacted to provide for the developnr
implementation and monitoring of Nigerian contenthie oil and gas industry and places particulgshemsis on the promotion of Nigerian
content among companies bidding for contractséndihand gas industry rather than the equity itistion of the relevant companies. In this
regard, “Nigerian Content” is defined in the Lo€antent Act as:the quantum of composite value added to or crdatdte Nigerian econon
by a systematic development of capacity and caiiabithrough the deliberate utilization of Nigeriauman, material resources and services in
the Nigerian oil and gas industry.” The Local CanitAct applies to “all matters pertaining to NigariContent in respect of all operations or
transactions carried out in or connected with tigeeNan Petroleum Industry.” The Local Content Aequires all operators, alliance partners
and contractors within the oil and gas industrgdmply with the minimum Nigerian Content speciffed each particular project item, service
or product specification as set out in Scheduld the Local Content Act (the “ScheduleThe Schedule provides the parameters and mini
level/percentages to be utilized in determining ar&asuring Nigerian Content in the composite humeaterial resources and services applied
by operators and contractors in any project inlticeistry. The most relevant categories under the&agle for us fall under the headings of
“Well and Drilling Services/Petroleum Technologyich“Exploration, Subsurface, Petroleum Engineednd Seismic.” The activities listed
therein include: “Producing Drilling Services” af@rilling Rigs Semi-submersibles/Jack ups/othersiioh both apply to us. For offshore
drilling services within the above
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referenced categories the minimum required Nige@iantent for the provision of such services progidethe Schedule is stated in terms of
“Manhours” (.e. human resources); and is 85% and 55%, respéctin the event there is insufficient Nigeriaapacity to satisfy the minimu
percentages prescribed in the Schedule, the Minisay authorize the continued importation of tHewvant item or personnel for a maximum
period of three-years from the commencement of -l Content Act. This implies that the Ministeayngrant a waiver for up to a maximum
of three-years from the commencement of the Localtént Act (i.e. by 2013). Subject to any amendémthe Local Content Act, and/or
guidelines issued by the Nigerian Content MonitpfBoard (“NCMB”) clarifying certain provisions ofi¢ Local Content Act, all entities must
comply with the provisions of the Local Content Act

We are required to submit a proposed Nigerian CGuriEgecution Plan and will provide a Monthly NigariContent Report, a document
that details the amount of Nigerian content utdize the performance of the contract.

In addition to the above Nigerian Content requireteeNigerian subsidiaries of international comparare required to demonstrate th
minimum of 50% of the equipment deployed for exepubdbf works is owned by the Nigerian subsidiary.

The Local Content Act also requires that our Nigersubsidiary place 100% of its insurance polieigh local Nigerian insurers and that
local capacity must have been exhausted beforénanyance risk is placed with foreign insurers ang offshore placement of insurance must
be with prior approval of the National Insurancex@aission. The local insurance must be procurec\acal Nigerian broker, who has to of
the program to all eligible Nigerian insurers. Tiigerian insurers who agree to underwrite the pogwill each take a quota share line of the
100% placement. The Nigerian insurance broker lgaeomsidered the local capacity in relation toitteurance required will, having regard to
local content requirements, place a proportiorhefihsurance in the local market and place thenbelavith a foreign insurer which may be our
own insurance provider. The Nigerian insurers mayethretentions, but such retention may vary witthddigerian insurer. The local Nigerian
broker will charge a fee. The Nigerian insurerd wlilarge the same premium as charged under ourgmoglus local fees and taxes.

Brazil

Brazilian environmental law includes internatiotralaties and conventions to which Brazil is a paatywell as federal, state and local
laws, regulations and permit requirements relateitié protection of health and the environmentzliem oil and gas business is subject to
extensive regulations by several governmental agenincluding the National Agency for Oil and G&NP”), the Brazilian Navy and the
Brazilian Authority for Environmental Affairs andeRewable Resources (“IBAMA”). Onshore environmentehlth and safety conditions
which are applicable to our onshore base are dtedrby state rather than by federal authoritieslufe to comply may subject us to
administrative, criminal and civil liability, witktrict liability in administrative and civil caséé/hile we believe that we are in substantial
compliance with the current environmental laws eaglilations, there is no assurance that compliasittecurrent laws and regulations or
amended or newly adopted laws and regulations eandintained in the future or that future expendsuequired to comply with all such la
and regulations in the future will not be material.

Environmental license from IBAMA is a legal requitent for any activity considered hazardous, ineigddffshore drilling. The main
piece of legislation concerning environmental |siey at federal level is Law No. 6,938/1981, whildals with the Environmental National
Policy and provides for licenses for the instatlatand operation of oil and gas platforms withia Brazilian territory. Such licenses are usu
required from the oil and gas companies, howeverasa drilling contractor, are jointly and sevigréhble with the oil and gas companies for
any environmental damage arising out of drilling\aties.

Furthermore, drilling operations are subject tcefadiregulations of National Council for the Envingent (‘CONAMA”). Regulation
No. 23/94 deals specifically with oil and gas opierss.
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Pursuant to environmental impact studies whichregeired from oil and gas companies as part ofiteasing process, an Individual
Emergency Plan (“IEP”) describing the measuresettakien in case of oil spills must be submittetheocompetent authorities, as provided for
in Law No. 9,966/2000, which has in fact adopteal glhovisions found in MARPOL and the InternatioBainvention for Preparedness,
Response and Cooperation for Oil Pollution Situeti@OPRC). However, Law No. 9,966/00 is much broaaied applies to oil terminals,
pipelines and coastal/marine facilities. One ofrtfen issues addressed in Law 9,966/00 is the remeint for a Risk Management and
Emergency Plan. All facilities shall adopt and ierpent an Oil Pollution Risk Assessment, includirpmprehensive manual of internal
procedures dedicated to the prevention of oil pialiuincidents. Law 9,966/00 also requires thaCérSpill Emergency Plan is adopted and
implemented. Such Emergency Plan is subject todbapproval of the relevant environmental agenBANA approves the plans for offshore
facilities, while state environmental agencies hawghority over onshore activities. In case of artiat concentrate several exploration and
production activities, the emergency plans of ezldncilities will be consolidated by the relevanvironmental agency in the so-called Area
Emergency Plan.

The Emergency Plan forms a required part of thérenmental licensing process. Additionally, Law 83200 requires an independent
environmental audit to be performed every two yelarshe event of environmental incidents, the Bi@z Navy as well as the IBAMA and the
ANP shall be notified immediately. Legal liabilifgr non compliance applies to the oil and gas caorgs the ship owner and the charterer as
well as the drilling contractor and the crew mensb&il may be held joint and severally liable. Tpenalties consist of fines ranging from R$
7,000.00 to 50,000,000.00. The penalties arisirtgblaw No. 9,966/00 are in addition to other adistirative and criminal penalties and civil
liability.

The ANP plays an important role in the environmerggulation of oil and gas activities in Brazillthough as a drilling contractor we :
not directly under the authority of the ANP, oueals, the oil and gas companies are subject to AdgBlations. As a result, we must comply
with ANP regulations as well. ANP Regulation No/@Bis which sets forth the regulatory frameworkdafety of operations concerning oil &
gas exploration and production activities in the#lian territory. ANP Regulation No. 43/07 estahbs the System of Management of
Operational Safety (“SGSO”) of Oil & Gas Drillingnd Production Facilities. Accordingly, our cliemtdl require us to put in place a risk
management system as well as an audit program winéelts the ANP criteria. ANP is empowered to catryyany inspections at any time.

The oil and gas companies must present to the ARPbcumentation of Operational Safety (“DSO”) &irdrilling facilities not later
than ninety (90) days prior to the expected datsooimencement of operations. The DSO approval ft@TANP is required prior to
commencement of operations. Any violations of tidPAregulations are subject to the penalties desdiiin ANP Regulation No. 234/03,
namely: (i) warning; (i) fine; (iii) temporary spension of exploration and production activitieg) emporary suspension of the right to take
part in ANP bids; (v) interdiction; (vi) seizurena (vii) termination of the concession contractitescase may be. Violations of safety
regulations subject oil and gas companies to fimescribed by Law No. 9,847/99 ranging between R$&O00 to 5,000,000.00. In the event of
risk to equipment and facilities as well as to énironment and to human life, operations may lspeunded for a period ranging from one
(1) to one hundred and eighty (180) months. Thaiteation of the concession contract may take pilat¢ke event the situation is not rectified
within the deadline set out by the ANP. In suclewinstances, the oil and gas company is preventedtizking part in ANP bids for up to five
(5) years, as set forth in ANP Regulation No. 283/0

Law No. 9,605/98 is the main Brazilian legislatigmoviding for criminal and administrative liabils for environmental damage. We, as
well as our officers, directors and employees magubject to criminal liability and penalties whicdkelude but are not limited to
imprisonment, fines of up to R$ 50,000,000.00, sasn of activities, prohibition to enter into aayreement with the Brazilian government
(including Petrobras) or to receive any public sdies or incentives for up to ten (10) years. Tdmmistrative penalties contemplated by Law
No. 9,605/95 also include seizure of assets, ssspeiof activities, revocation of licenses, protids to enter into any agreement with
Government (including Petrobras) for up to thréeygars and cancellation or suspension of finanamgngements with state-owned banking
institutions.
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Our Brazilian operations are exposed to administatnd criminal sanctions, including warningsefrand closure orders for non-
compliance with the environmental regulations. Autties such as IBAMA and ANP routinely inspect dacilities, and may impose fines,
restrictions on operations, or other sanctionsrasiged in the applicable legislation.

Other Jurisdictions

Our operations outside the United States, NigerthBrazil are also subject to various foreign lasggulations or other enforceable
requirements including legal requirements relatmthe importation of and operation of drilling signd equipment, currency conversions and
repatriation, oil and natural gas exploration aedadopment, environmental protection, taxationféghtwore earnings and earnings of expatriate
personnel, the use of local employees and supfiiefereign contractors and duties on the impastatind exportation of drilling rigs and ot
equipment. New environmental or safety laws andleggpns could be enacted, which could adversdcabur ability to operate in certain
foreign jurisdictions. While we believe that we @amesubstantial compliance with the current envinemtal laws and regulations, there is no
assurance that compliance with current laws andlaggns or amended or newly adopted laws and atiguls can be maintained in the future
or that future expenditures required to comply veillsuch laws and regulations in the future wilt be material. Moreover, governments in
some foreign countries have become increasinglyeat regulating and controlling the ownershipcohcessions and companies holding
concessions, the exploration for oil and natural@ad other aspects of the oil and natural gasstrids in their countries. In some areas of the
world, this governmental activity has adverselyeeféd the amount of exploration and developmenkwone by major oil and natural gas
companies and may continue to do so. Operatiolesfdeveloped countries can be subject to legids)s that are not as mature or predic
as those in more developed countries, which cahttegreater uncertainty in legal matters and pedoeys.

C. ORGANIZATIONAL STRUCTURE

For a full listing of our subsidiaries, see Exhibit.1. All subsidiaries are, indirectly or diregtlyholly owned by us, other than PIDWAL.
See “Joint Venture, Agency and Sponsorship Relskips” below.

Quantum Pacific Group owns 150,000,000 sharegpmroaimately 69.2% of our total outstanding commsbares. The 150,000,000
common shares owned by the Quantum Pacific Groaipeld by Quantum Pacific (Gibraltar) Limited, aolf-owned subsidiary of Quantum
Pacific International Limited, the indirect ultineadbwner of which is a trust in which Idan Ofer amgitain members of his family are the
primary beneficiaries.

Joint Venture, Agency and Sponsorship Relationships

In some areas of the world, local customs and w&cr governmental requirements necessitate timeafiion of joint ventures with local
participation. Local laws or customs in some adabe world also effectively mandate establishmard relationship with a local agent or
sponsor. When appropriate in these areas, we mtiéfénto agency or sponsorship agreements. Foe inésrmation regarding the regulations
in the countries in which we currently are conteacto operate, see Item 4, “Business Overview—IBnwirental and Other Regulatory Issues.”

We currently are party to a Nigerian joint ventUPE)WAL, which is fully controlled and 90% owned kg with 10% owned by
Derotech, a privately-held Nigerian registered fadiliability company. Derotech will not accrue #agonomic benefits of its interest in
PIDWAL unless and until it satisfies certain outsteng obligations to us and a certain pledge icebed by us. Derotech is also performing
marketing services for PIDWAL and an affiliate oéf@tech acts as one of PIDWAL'’s logistics agenfte®he maturity of the Project
Facilities Agreement and subject to the terms ofshiareholder’s agreement with Derotech, Deroteitithawve the right to purchase up to a
50% ownership interest in PIDWAL at a fair markatue price and subject to additional mutually adrepon terms. Additionally, the
shareholdes agreement provides that as long as Deroteckharmeholder in PIDWAL, neither we nor Derotech magnpete with the busine
of PIDWAL
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without written consent. PIDWAL is a party to thadific Bora contract with a subsidiary of Chevromddhe Pacific Scirocco contract with a
subsidiary of Total. In order to comply with loca@ntent law in Nigeria, we expect to convey up &D&o interest in Pacific Bora Limited and
Pacific Scirocco Limited, to PIDWAL. In addition,eahave retained a marketing agent in Brazil.

D. PROPERTY, PLANT AND EQUIPMENT
The Fleet

Our fleet consists of some of the newest and nea$inologically advanced drillships in the worldabling us to offer ultra-deepwater
drilling services to customers worldwide. Our fl@éll initially, on the basis of our current contta, consist of seven newly constructed sixth
generation ultra-deepwater drillships based oroaer design from SHI using wedlstablished advanced drilling systems from Nati@ibdell
Varco (“NOV”).

Our drillships are self-propelled, dynamically gmsied and suited for drilling in remote locatidmscause of their mobility and large
carrying capacity. Deepwater drillships typicallyngpete in many of the same markets as do high{fsg@mn semisubmersible rigs. Drillshij
typically have greater load capacity than semi-seiisible rigs and are therefore often preferred seeni-submersibles for drilling in remote
locations. As drillships are highly mobile, theg aiso preferred for exploration programs thatdgity require the rig to be relocated
frequently.

The following table sets forth certain informati@garding our high-specification, ultra-deepwatéighips as of March 20, 2012:

Date Delivered/ Water Depth Drilling Depth
Rig Expected Delivery Capacity (in feet Capacity (in feet Status
Pacific Bora@(d October 201( 10,00( 37,50( Operating
Pacific Sciroccc®) April 2011 12,00( 40,00( Operating
Pacific Mistral @ June 201: 12,00( 37,50( Operating
Pacific Santa Ani®Xc) December 201 12,00( 40,00( Mobilization
Pacific Khamsir®Xc) April 2013 12,00( 40,00( Under constructiol
Pacific Sharaw®xc) September 201 12,00( 40,00( Under constructiol
Seventh drillshig®)c) May 2014 12,00( 40,00( On order

(@) These drillships have, or, upon completion, wildan of-line stand building syster
(b) These drillships have, or, upon completion, widaual load path capabilit

(c) These drillships have, or, upon completion, widaual gradient drilling upgrade

(d) Maximum water depth could be extended to up tod@2feet with drillship modification:

Four of our drillships will have dual gradient diriy capabilities. Dual gradient drilling is a teaiogy that allows two different pressure
gradients to be maintained in the well (one indhiing riser and one in the well below the mud@jrby a process of replacing mud from the
drilling riser with a seawater-density fluid. Puasii to our drilling contract with Chevron for theeuof thePacific Santa Anawe have been
granted a non-exclusive, world-wide, royalty-freehse to use the technical information, data,lamviedge made available by Chevron for
not only thePacific Santa An&ut also our non-dual gradient drilling operatiamsall of our other drilling units. Provided thaig drilling
contract remains in effect, we will have a non-agote, world-wide, royalty-free license to use tinformation, data, and knowledge in any
manner (presumably including dual gradient drillofgerations) on any of our drilling units after Redry 1, 2014. Although dual gradient
drilling technology was technically proven ten yeago, thdacific Santa Anavill be the first rig to deploy this technology foommercial
application and the dual gradient drilling concepts will be deployed by theacific Santa Anare disclosed in patents assigned to Chevron.
We believe that many operators may become intet@stéeploying dual gradient drilling technology fieepwater wells because it enables
better well
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control, reduces the required number of casinggdtiand allows for larger wellbore at total degotlal larger production liner. These technical
benefits may result in savings in cost and timevpat and higher flow rates, enabling the operadadrill wells that would have been
considered uneconomic or “undrillable” and boolergss that would have not been otherwise bookedigder, there is no certainty that we
will achieve these expected benefits from our dwatlient drilling capabilities. See Item 3, “Riskdfors—Dual gradient drilling techniques
may not result in the currently expected benefitd, @s a result, adequate demand may not develapefse capabilities.”

On March 15, 2011, we entered into two contractl 8HI for the construction of our fifth and sixtew advanced-capability, ultra-
deepwater drillships, theacific Khamsirand thePacific Sharav. In March 2012, we entered into an additional caeitwith SHI for the
construction of our seventh advanced-capabilityatdeepwater drillship. Similar to several othessels in our existing fleet, tiacific
Khamsin, thePacific Sharawand our seventh drillship are also based on SHopnetary hull design with many of the requirechancements
to meet our operational needs and comply with recksnt requirements, have dual gradient drillaagabilities and improved completion
capabilities and are designed for drilling in watepths of up to 12,000 feet. Following shipyardstauction, commissioning and testing, the
Pacific Khamsir, thePacific Sharawand our seventh drillship are expected to be dedivéo us at the shipyard in the second quartertHind
quarter of 2013 and the second quarter of 201pertively. The contracts provide for an aggregateipase price of approximately $1.5 bill
for the acquisition of these three vessels, payiallestallments during the construction process. Wdve the right to rescind the agreement for
delays exceeding certain periods or, alternativbly right to liquidated damages for delays oufais. We expect the total cost per vessel,
including commissioning and testing and other cdstbe approximately $600 million, excluding cafiited interest. We intend to finance our
ongoing drillship construction projects with respecour three drillships currently under constimictwith cash on hand, operating cash flow
generation and additional debt financing. See BefiiRisk Factors—Risks Related to Our Business—€lastantial indebtedness could
adversely affect our financial condition and busmprospects” and Item 3, “Risk Factors—Risks Rel& Our Business—The Project
Facilities Agreement imposes significant operating financial restrictions on certain of our sulzsiés, which may prevent us from
capitalizing on business opportunities and takimmge actions.”

Our construction programs are supervised by oustcoction management team, including those thatageah the construction of the
Pacific Bora, thePacific Sciroccothe Pacific Mistral, thePacific Santa Anand the two drillships that were contributed to TPIhe Pacific
Bora, thePacific Sciroccqg thePacific Mistral, thePacific Santa Anand the two TPDI vessels were delivered on timevaitiiin budget.

There are risks of delay and cost overruns inhe@reay major shipyard project, including thoseutésg from adverse weather
conditions, work stoppages, disputes and finarasidl other difficulties encountered by the shipyémcrder to mitigate some of these risks,
have selected a high-quality shipyard with a rejportefor on-time completions. In addition, eachoofr construction contracts is based on a
fixed fee and backed by a refund guarantee if thieisi ultimately not finished or accepted by u®ngompletion. Deliveries by the shipyard
beyond a certain point in time are subject to pgrEdyments to us and also give us a right of déatimn.

The indebtedness under our Project Facilities Aged is collateralized by a first preferred mortgayer thePacific Bora, thePacific
Scirocco, thePacific Mistraland thePacific Santa Ana See Item 5, “Liquidity and Capital Resources—Dig¢ion of Indebtedness.”
Additionally, the utilization of our drillships mdye impacted by a number of environmental and e¢gny issues. See Item 4, “Business
Overview—Environmental and Other Regulatory Issues.
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Properties

We maintain our principal executive office in Luxieaurg and our operational headquarters in Houdteras. We also provide technic
operational and administrative support from ourceff in Singapore, Brazil and Nigeria.

ITEM 4A. UNRESOLVED STAFF COMMENTS

There are no written comments which have been geavby the staff of the Securities and Exchange i@ission regarding our periodic
reports which remain unresolved as of the datéefiting of this Form 20-F with the Commission.

ITEM5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion and analysis should beli@aconjunction with Item 3, “Selected Financiahfa” and the accompanying
financial statements and related notes includedweteere in this annual report. The following diséasscontains forwar-looking statements
that reflect our future plans, estimates, beligigl @xpected performance. The forward-looking statémare dependent upon events, risks and
uncertainties that may be outside our control. @atual results could differ materially from thossalissed in these forward-looking
statements. Please read “Forward-Looking Statenieartd Iltem 3, “Risk Factors.” In light of these Ks, uncertainties and assumptions, the
forward-looking events discussed may not occur.

A. OPERATING RESULTS
Overview

We are an international offshore drilling compaynenitted to becoming the preferred provider ofastieepwater drilling services to the
oil and natural gas industry through the use ohsgecification drillships. Following completion ebnstruction, our fully-deployed fleet will
consist of seven newly constructed sixth generatltra-deepwater drillships, representing one efythungest and most technologically
advanced fleets in the world. As of March 20, 2@hPee of our drillships are operating under drdlicontracts, one of our recently delivered
drillships is mobilizing, two drillships are undesnstruction and one drillship is on order.

Factors Affecting our Results of Operations

The primary factors which have affected our his@rbperating results and are expected to impactubure operating results include:
» the number of drillships in our flee
» the availability of our drillships
» dayrates earned by our drillshij
» utilization rates for our drillship:
» operating expenses of our drillshi
* administrative expense
* interest and other financial items; &
e tax expense:

Our revenues are derived primarily from the operatf our drillships at fixed daily rates, whichpgad principally upon the number and

availability of our drillships, the dayrates reasivand the number of days utilized. We recognizemees from drilling contracts as services
performed upon contract commencement.
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Additionally, we may also receive revenues for pragion and mobilization of equipment and persoondébr capital improvements to
rigs. Revenues earned and incremental costs irtcdirectly related to contract preparation and rizdttion are deferred and recognized over
the primary term of the drilling contract. Upon agletion of drilling contracts, any demobilizatioeels received and related expenses are
reported in income. Amortization of deferred reveimirecorded on a straight-line basis over theany drilling contract term, which is
consistent with the general pace of activity, leMeservices being provided and dayrates beingeeborer the life of the contract.
Reimbursements received for capital expendituresiaferred and recognized over the primary conteawt of the drilling project. The actual
cost incurred for capital expenditure is depreciateer the estimated useful life of the asset.

Our expenses consist primarily of contract drillexgpenses, depreciation, administrative expensesest and other financial expenses
and tax expenses. Contract drilling expenses ircthd remuneration of offshore crews and onshquersision staff, as well as expenses for
onshore support offices, repairs and sustainingnt@aance.

Depreciation expenses are based on the histonsalo¢ our drillships and other property and equeéptrand recorded on a straight-line
basis over the estimated useful lives of each dbassets. The estimated useful lives of ourdtrifis and their related equipment ranges from
15 to 35 years. We begin recording depreciatiorergps once all activities necessary to preparasbet for its intended use are complete,
which is typically upon the date of contract come®ment for our recently delivered drillships.

General and administrative expenses include thesicidcosts of management and administration ottirepany, such as the labor costs
of our corporate employees and remuneration ofiectors.

Interest expenses primarily depend on our ovesgaillof indebtedness and interest rates. Integests éncurred on new borrowings
attributable to qualifying new construction areitajzed. As such, interest expense on each offeam Loans under the Project Facilities
Agreement is capitalized until all the activitiescessary to prepare the respective drillship fintended use are complete, which is typically
the date of contract commencement. Once the cartasccommenced, we recognize interest expendeeatritlships respective Term Loan in
the statement of operations.

Our tax expenses reflect current and deferredxpereses. In general, our income tax expenses m@sumarily from the taxable net
income on our drillship operations.

Factors Affecting Comparability of Historical Financial Results of Operations to Future Financial Redis of Operations

We have a limited operating history. Because athwfdrillships have been recently completed orcaireently under construction, our
historical results of operations primarily reflélse impact of establishing our fleet of new ulteedwater drillships, our past investment in
TPDI and the costs we have incurred in establisttiegnfrastructure needed to support the futueratpn of our fleet. Our future results of
operations may not be comparable to the historezllts of operations for the periods presentddharily for the reasons described below:

* Revenues earned and incremental costs incurredlgtirelated to contract preparation and mobil@atare deferred and recognized
over the primary term of the drilling contract. Asesult, we did not begin to recognize operatevgnue or incur any material
operating expenses until tRacific Boracommenced drilling operations on August 26, 201ithWhe commencement of the
Pacific Sciroccc, thePacific Mistraland thePacific Santa Analrilling operations, on December 31, 2011, Febr@r012 and the
second quarter of 2012, respectively, we expeuabatantial increase in our revenues, operatingresgzeand operating income
during 2012 and thereafte
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e On March 30, 2011, we completed the TPDI Transfavhich we transferred our interest in TPDI to bsdiary of the Quantur
Pacific Group in connection with the RestructuriAg.a result, our results of operations do notudelthe equity investment in
TPDI after March 30, 201.

* We did not recognize interest expense in our statemf operations for borrowings under our Profestilities Agreement and
related party loans until all the activities neeeggo prepare the qualifying asset for its intehdse are complete. In addition, we
completed an offering of $300 million of senior engred bonds in February 2012 that bear interes2&26 per annum. We expect
a substantial increase in interest expenses inesultts of operations as a result of completingstroistion of our vessels and plac
them into service

Developmental Activities

The following discussion provides an overview o firincipal activities conducted during the periodficated, which are material
factors for changes in our financial position aesults of operations.

Year ended December 31, 2009
During 2009, our principal activities consistedioé following:

« expanded management and personnel in operatioasck, human resources, information technologyodimer corporat
departments needed to market our drillships andwctroperations

» developed training programs and implemented opeyatystems and procedur

» initiated efforts to secure lo-term financing for the construction of our drillphj

» implemented an SAP global Enterprise Resource Rigrsystem that supports many of the essentialtifmme of our busines:
» continued to increase market exposure to majorriat®nal oil companies and national oil companéss]

» continued oversight of construction of tRacific Bora, thePacific Sciroccq thePacific Mistraland thePacific Santa Ando
ensure quality, timely delivery and cost managen

Year ended December 31, 2010

During 2010, we continued the principal activitietated to marketing, operations, construction famahce from 2009 that resulted in
several important accomplishments as follows:

» secured contracts with Chevron for Pacific Santa Aniand thePacific Bora;
» entered into the $1.8 billion Project FacilitiesrAgment
» recruited and trained staff, including rig persdnfa the Pacific Bora; and
» accepted delivery of trPacific Boraon October 13, 201(
Additionally, during 2010, construction activity miinued on théacific Scirocca thePacific Mistraland thePacific Santa An#or on-

time delivery. After its delivery, thBacific Boraunderwent contract specific modifications priostarting its mobilization to commence
operations.

Year ended December 31, 2011

During 2011, our principal activities consistedioé following:
» entered into contracts with SHI in March 2011 toe tonstruction of thPacific Khamsirand thePacific Sharay;
» completed the Restructuring and the TPDI Transféarch 2011
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completed the 2011 Private Placement in which viet 80,000,000 common shares to international ar@1 ldvestors for ne
proceeds of approximately $575.5 millic

accepted delivery in April 2011 of thacific Sciroccaand following certain repairs and upgrades, entsesdice in Nigeria on
December 31, 2011 under a -year contract with Tota

accepted delivery in June 2011 of thacific Mistral, which entered service in Brazil on February 6,20nder a three-year
contract with Petrobra:

entered into an agreement with SHI in June 201dtoyg us an option to purchase a seventh drillshifpch was exercised in Mar
2012;

hired crew for all four drillships at the senioatlevel and oversaw client requested modificagiand post delivery upgrades on
vessels

developed and refined operating procedures, managtesystems and work instructions, to facilitatie seonsistent activities on
our drillships;

placed thePacific Borainto service in Nigeria on August 26, 2011 undénrae-year contract with Chevrol

completed an initial public offering of 6,900,00tases and commenced trading on the NYSE undeidker tsymbol “PACD” in
November and December 2011 for net proceeds obajpately $50.3 million; an

accepted delivery in December 2011 of Pacific Santa Ani, which is expected to begin drilling operationghie U.S. Gulf o
Mexico in thesecond quarter of 2012 under a -year contract with Chevrol

Results of Operations
Year ended December 31, 2011 compared to Year ddeleeimber 31, 2010
The following table provides an analysis of our salidated results of operations for the years emkscember 31, 2011 and 2010:

Years ended December 31,
2011 2010 Change % Change
(In thousands, except percentage:

Revenues
Contract drilling $ 65,43 $ — $ 65,43 n/m
Costs and expense
Contract drilling (32,142) — (32,147 n/m
General and administrative expen (52,619 (29,719 (32,899 167%
Depreciation expens (11,619 (395) (11,224 2842%
(96,37%) (20,110) (76,26%) 37<%
Loss of hire insurance recove 18,50( — 18,50( n/m
Operating loss (12,449 (20,110 7,66¢ (38)%
Other income (expense
Equity in earnings of Joint Ventu 18,95¢ 56,301 (37,357 (66)%
Interest income from Joint Ventu 49t 1,97: (1,47%) (79)%
Interest expens (10,389 (85€) (9,526 111(%
Other income (expens 3,67t (62) 3,737 6027%
Income before income taxe 297 37,25( (36,959 (99%
Income tax (expense) bene (3,200 49 (3,249 (6630)%
Net (loss) income $ (2,909 $ 37,29¢ $(40,209) (10€)%
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RevenuesRevenues were $65.4 million for the year ended Bées 31, 2011, compared to $0 for the year endesidber 31, 2010.
The increase in revenues resulted fromRBeific Boracommencing drilling operations in Nigeria on Aug@ét 2011 under a three-year
contract with a subsidiary of Chevron. Followinghtact commencement, tiacific Borahas achieved revenue efficiency of 93.2% through
December 31, 2011. Revenue efficiency is definegicasal contractual dayrate revenue (excludes zakibn fees, upgrade reimbursements
and other revenue sources) divided by the maximuouat of total contractual dayrate revenue thatccbave been earned during such pe:
Contract drilling revenue included $8.6 millionamortization of deferred revenue.

Contract drilling costsContract drilling costs were $32.1 million for thear ended December 31, 2011, compared to $0doyehr
ended December 31, 2010. Direct rig operating esgeaccounted for $22.4 million of the total andrekbased and other support costs were
$3.9 million. Rig operating expenses for thacific Borawere adversely affected by the start-up costs mefficiencies inherent to the first few
months of operations for a new drillship. In adatitiduring the four months of operations, Breaeific Boraalone supported all of the operating
support costs intended for a larger operating fléentract drilling costs also included $4.3 miflim amortization of deferred mobilization
costs for théPacific Boraand the $1.5 million property damage insurance degtole incurred related to the costs of icific Scirocceengine
work.

General and administrative expensé3eneral and administrative expenses were $52li@miior the year ended December 31, 2011,
compared to $19.7 million for the year ended Deaandd, 2010. The increase in general and admitiigraxpenses was primarily due to
establishing the infrastructure needed to supperttirrent and future operations of our fleet axdeed in more detail in Item 5,
“Developmental Activities.’Additionally, the Company incurred $13.5 millionda$i1.4 million of field support and certain rigatdd expense
such as crew training, during the years ended Dbeefil, 2011 and 2010, respectively. Prior to @mtcommencement, these field support
and certain rig related expenses are recognizgéraeral and administrative expenses. Upon contmantnencement, additional field support
and rig related expenses are recognized as codftiflicty operating costs as incurred. The Compalsy incurred $4.4 million in general and
administrative expenses, such as legal fees, detatborrowings under the Project Facilities AgreemDuring the year ended December 31,
2011, general and administrative expenses alsoded $2.1 million in charges related to our traosito becoming a public company.

Depreciation expenseDepreciation expense was $11.6 million for tharyended December 31, 2011, compared to $0.4 miitinthe
year ended December 31, 2010. The increase indapod expenses was primarily due to placingPacific Borainto service, which resulted
in the commencement of the depreciation of thésthijp. We did not record depreciation expense edl& our drillships for the year ended
December 31, 2010 because our drillships had rtdigen placed into service.

Loss of hire insurance recovetncome from loss of hire insurance recovery wasS$hdllion for the year ended December 31, 2011,
compared to $0 for the year ended December 31,.20&0maintain loss of hire insurance that becorffesteve 45 days after an accident or
major equipment failure covered by hull and machjriesurance, resulting in a downtime event aneémeds for 180 days. In the third quarter
2011, thePacific Sciroccaunderwent repairs and upgrades to ensure engiaditigy, which was a covered event under our lofkire policy
that resulted in the loss of hire insurance recpveceived and recognized.

Equity in earnings of Joint Venturéequity in earnings of Joint Venture was $19.0ionl for the year ended December 31, 2011,
compared to $56.3 million for the year ended Decandd, 2010. The decrease in equity in earningdail was due to the TPDI Transfer on
March 30, 2011. Neither the Company nor any ofutissidiaries currently owns any interest in TPDOd,&ollowing the transfer, the results of
operations of TPDI are no longer included in onaficial results.

Interest income from TPDIInterest income from TPDI was $0.5 million foetiiear ended December 31, 2011, compared to $2i0mi
for the year ended December 31, 2010. The decieasterest income from
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TPDI was due to the TPDI Transfer on March 30, 20dHich included assignment of notes receivablenfid®DI. As such, no interest income
from TPDI was recorded in our financial resultsibegg in the second quarter of 2011.

Interest expenselnterest expense was approximately $10.4 mili@rthe year ended December 31, 2011, compare@.8orillion for
the year ended December 31, 2010. The increasgerest expense was primarily due to interest esgxkion the Bora Term Loan after the
Pacific Borawas placed into service. Excluding interest expemsethe Bora Term Loan in 2011, we did not recoginy interest expense
the years ended December 31, 2011 and 2010 for letheowings under our Project Facilities Agreememd related-party loans in our
statement of operations, because we capitalizessiteosts incurred on new borrowings attributablgualifying new construction until all the
activities necessary to prepare the qualifying tafesets intended use are complete. The intenegérse incurred during the year ended
December 31, 2010 results from a letter of crezbtdgreement with Transocean related to TPDI's tiange with the terms under its bank
credit facility.

Other income (expensePther income (expense) was approximately $3.Hamifor the year ended December 31, 2011, compared
$(0.1) million for the year ended December 31, 20%k& increase in other income was primarily dumtome from TPDI management fees of
approximately $2.2 million. In connection with th@DI Transfer, we entered into a management agneepuesuant to which we provide day-
to-day oversight and management services with ot$pehe Quantum Pacific Group’s equity interesTPDI for a fee of $4,000 per drillship
per day, or $8,000 per day.

Income taxes Income tax expense was approximately $3.2 millarihe year ended December 31, 2011, comparad tocome tax
benefit of $0.1 million for the year ended Decembir2010. The increase in income tax expense viemply due to the commencement of
Pacific Boradrilling operations in Nigeria, where the Compasgiibject to income tax payable on deemed prdadigedh on a fixed percentage
of revenue.

Year ended December 31, 2010 compared to Year ddeleeimber 31, 2009
The following table provides an analysis of our saidated results of operations for the years emerember 31, 2010 and 2009:
Years ended December 31,

2010 2009 Change % Change
(In thousands, except percentages)

Costs and expense

General and administrative expen $ (19,719 $ (8,829 $(10,89)) 122%
Depreciation expens (399 (1349 (261) 195%
Operating loss (20,110 (8,959 (11,157 124%
Other income (expense
Equity in earnings of Joint Ventu 56,30" 4,291 52,01¢ 1212%
Interest income from Joint Ventu 1,97: 2,141 (168) (8)%
Interest expens (85€) — (85€) n/m
Other (expense) incon (62) 274 (33€) (123)%
Income (loss) before income taxe 37,25( (2,2572) 39,50: 175%%
Income tax benefit (expens 49 (312) 80 25&%
Net income (loss $ 37,29¢ $ (2,287 $ 39,58: 1734%

Revenues and contract drilling cod# revenues were earned or contract drilling cagtie incurred during the years ended
December 31, 2010 and 2009 as none of our dribshga commenced drilling operations.
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General and administrative expensé3eneral and administrative expenses were $19libmior the year ended December 31, 2010,
compared to $8.8 million for the year ended Decar8ie2009. The increase in general and adminigéraixpenses was primarily due to
establishing the infrastructure needed to supperttirrent and future operations of our fleet axdeed in more detail in Item 5,
“Developmental Activities.”

Depreciation expenseDepreciation expense was $0.4 million for therymaled December 31, 2010, compared to $0.1 miliothe
year ended December 31, 2009. We recorded no dafioacexpense related to our drillships and relaguipment for 2010 and 2009 beca
our drillships were under construction during thpeeods and had not yet been placed into service.

Equity in earnings of Joint Venturéequity in earnings of Joint Venture was $56.3ioml for the year ended December 31, 2010,
compared to $4.3 million for the year ended Decar8ie2009. The increase in equity in earningsPDTin 2010 as compared to 2009 was
primarily due to the start of operations of TPDd&cond drillship in March 2010.

Interest expenselnterest expense was $0.9 million for the yealeghDecember 31, 2010, compared to $0 millionHerytear ended
December 31, 2009. The increase in interest expgaserimarily due to a letter of credit fee agreatwith Transocean related to TPDI’'s
compliance with the terms under its bank creditlifgcWe did not recognize any interest expensgrdu2010 and 2009 for borrowings under
our Project Facilities Agreement and related-pboéys in our statement of operations, because piéatiae interest costs incurred on new
borrowings attributable to qualifying new constiantuntil all the activities necessary to prepdre qualifying asset for its intended use are
complete.

CRITICAL ACCOUNTING ESTIMATES AND POLICIES

The preparation of consolidated financial stateméntonformity with GAAP requires management tkeeertain estimates and
assumptions. These estimates and assumptions itmeatported amounts of assets and liabilities dibclosures of contingent assets and
liabilities at the balance sheet date and the afsmfirevenues and expenses recognized duringffteting period. On an ongoing basis, we
evaluate our estimates and assumptions, inclutiogetrelated to allowance for doubtful accountgrftial instruments, depreciation of
property and equipment, impairment of long-livededs, income taxes, sharased compensation and contingencies. We basetimages an
assumptions on historical experience and on valitiusr factors we believe are reasonable underitbemstances, the results of which form
the basis for making judgments about the carrymlges of assets and liabilities that are not rgafparent from other sources. Actual results
could differ from such estimates.

Our critical accounting estimates are importarth®portrayal of both our financial condition amdults of operations and require us to
make difficult, subjective or complex assumptiongstimates about matters that are uncertain. Wedwyeport different amounts in our
consolidated financial statements, which could la¢emial, if we used different assumptions or estéwaWe have discussed the development
and selection of our critical accounting estimatéhl our Board of Directors and the Board of Dimsthas reviewed the disclosure presented
below. During the past three fiscal years, we haatemade any material changes in accounting metbggo

We believe that the following is a summary of thiéical accounting polices used in the preparatibour consolidated financial
statements.

Revenues and operating expensdsontract drilling revenues are recognized asezirbased on contractual dayrates. In connectitn wi
drilling contracts, we may receive revenues foppration and mobilization of equipment and persbonér capital improvements to rigs.
Revenues earned and incremental costs incurrectigirelated to contract preparation and mobil@atilong with reimbursements received
capital expenditures are deferred and recognizedtbye primary term of the drilling contract. Thetwal cost incurred for reimbursed capital
expenditures are depreciated over the estimatdd|ui$e of the asset.
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Amortization of deferred revenue and deferred nimditiion costs are recorded on a straight-line bagés the primary drilling contract term,
which is consistent with the general pace of atgtjtevel of services being provided and dayratgadpearned over the life of the contract.
Upon completion of drilling contracts, any demafilion fees received and related expenses areteddarincome.

Property and equipmentDeepwater drillships are recorded at cost of tanon, including any major capital improvemernéss
accumulated depreciation and impairment. Othergntgand equipment are recorded at cost and carfgistrchased software systems,
furniture, fixtures and other equipment. Plannegomaaintenance, ongoing maintenance, routine re@eaid minor replacements are expensed
as incurred.

Interest costs incurred on new borrowings attriblgao qualifying new construction are capitalizé¢e capitalize interest costs for
qualifying new construction from the point borroginosts are incurred for the qualifying new congion and cease when substantially all the
activities necessary to prepare the qualifying tafegéts intended use are complete.

Property and equipment are depreciated to theiagalvalue on a straiglitte basis over the estimated useful lives of edabs of asset
Our estimated useful lives of property and equipnaea as follows:

Years
Drillships and related equipment 15-35
Other property and equipme 2-7

Long-lived assets We review our long-lived assets, including prépa@nd equipment, for impairment when events onglea in
circumstances indicate that the carrying amountaiofassets held and used may not be recoveratitkntial impairment indicators include
rapid declines in commodity prices and related mbclonditions, actual or expected declines in tiligation, increases in idle time,
cancellations of contracts or credit concerns st@mers. We assess impairment using estimatedamuaited cash flows for the long-lived
assets being evaluated by applying assumptionsdiagefuture operations, market conditions, daysatsilization and idle time. An
impairment loss is recorded in the period if theryiag amount of the asset is not recoverable.

Contingencies We record liabilities for estimated loss continges when we believe a loss is probable and tlmuathof the probable
loss can be reasonably estimated. Once establigleealdjust the estimated contingency loss accosaiifanges in facts and circumstances that
alter our previous assumptions with respect tdikeihood or amount of loss.

We recognize loss of hire insurance recovery oaaézed or contingencies related to the realizighilf the amount earned are resolved.

Income taxes Income taxes are provided based upon the taxdadisates in the countries in which our subsidgare registered and
where their operations are conducted and incomegpenses are earned and incurred, respectivelyeddégnize deferred tax assets and
liabilities for the anticipated future tax effectstemporary differences between the financialestetnt basis and the tax basis of our assets and
liabilities using the applicable enacted tax ratesffect the year in which the asset is realizethe liability is settled. A valuation allowance
for deferred tax assets is established when itoertikely than not that some portion or all of theferred tax assets will not be realized.

We recognize tax benefits from an uncertain tasitiposonly if it is more likely than not that theogition will be sustained upon
examination by taxing authorities based on thert®eth merits of the position. The amount recogniizetthe largest benefit that we believe has
greater than a 50% likelihood of being realizedrupettlement. Actual income taxes paid may vargnfestimates depending upon changes in
income tax laws, actual results of operations aedihal audit of tax returns by taxing authoritié¢e recognize interest and penalties relate
uncertain tax positions in income tax expense.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

Please refer to Note 2 to the Company’s ConsolitBirancial Statements in this annual report fdisaussion of recent accounting
pronouncements and their anticipated impact.

B. LIQUIDITY AND CAPITAL RESOURCES

We operate in a capital intensive industry. Throlgrch 20, 2012, our principal sources of liquidigve been provided through a
combination of borrowings from Quantum Pacific Gvand its affiliates, capital contributions from &um Pacific Group and its affiliates,
proceeds from the 2011 Private Placement, prodeeufsthe initial public offering of our common slesrand the underwriters’ full exercise of
their over-allotment option, borrowings under owojBct Facilities Agreement and proceeds from &22Bond Offering, each as described in
“—Description of Indebtedness” below. In the futunee expect that our investment in newbuild ulteseplwater drillships will be financed
through additional debt financing, equity issuaraed cash flow from operations. Our liquidity regments relate to funding investments in
newbuild ultra-deepwater drillships, servicing delsitgoing working capital requirements and maintgjradequate cash reserves to mitigate
the effects of fluctuations in operating cash floW®st of our contract drilling revenues will beceéved monthly in arrears and most of our
operating costs will be paid on a monthly basis.

We centrally manage our funding and treasury a@&iwin accordance with corporate policies to emsyopropriate levels of liquidity,
comply with debt covenants, maintain adequate $eokinsurance and balance exposures to market &sh and cash equivalents are held
mainly in United States Dollars, Nigerian NairagBitian Real and Singapore Dollars.

Primary sources of funds for our short-term ligtyidieeds will be cash flow from operations and ke cash balances. Our long-term
sources of funds will also include other debt ariggfinancings. Our liquidity needs fluctuate dagdeng on a number of factors, including,
among others, demand for services, dayrates rataive operating costs. To date, our principal diseras has been expenditures to establish
and expand our fleet, comply with applicable ogagastandards and environmental laws and regulstéom fund working capital
requirements. We believe that our cash on hanccasid flows from operations will provide sufficidiguidity over the next twelve months to
fund the Company’s working capital needs, debtyepents, and anticipated capital expenditures, dioly progress payments for the
Company'’s ultra-deepwater drillship constructionjects. Our ability to meet our long-term liquidigguirements will depend in large part on
our future performance, which is subject to margtdes beyond our control, as well as our abilitgézure additional financing for tiRacific
Khamsin, thePacific Sharawand our seventh drillship. See Item 3, “Risk FastoRisks Related to Our Business.”

As of December 31, 2011 and 2010, we had $107®m#nd $40.3 million, respectively, of cash amdlt equivalents. Additionally, as
of December 31, 2011 and 2010, we had $377.0 miflied $61.7 million, respectively, of restrictedltathat primarily consisted of restricted
cash accounts held with financial institutions esusity for the borrowings under the Project Féeii Agreement and the Bora and Scirocco
SBLC facilities (as defined below in “Descriptiohladebtedness”).

As the parent company of our operating subsidiaviesare not a party to any drilling contracts dilgand are therefore dependent on
receiving cash distributions from our subsidiarestplus cash held in our subsidiaries owningRheific Bora, thePacific Sciroccq the
Pacific Mistraland thePacific Santa Anawhich act as borrowers under the Project Faedih\greement, is restricted until January 1, 2014 b
the Project Facilities Agreement from transfer igrcompany loans and/or dividend payments to fter Aanuary 1, 2014, transfers from
these subsidiaries to us are permitted assumirgrgvin compliance with the provisions of the Profeacilities Agreement. As of
December 31, 2011 and 2010, our borrowing subs$ididreld $1.5 billion in restricted net assets. ddenot believe these restrictions will
prevent us and other non-borrowing subsidiaries fneeeting our respective liquidity needs.
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We may review from time to time possible expangiod acquisition opportunities relating to our basi which may include the
construction or acquisition of additional rigs eqaisitions of other businesses. Any decision tostrmct or acquire additional rigs for our fleet
will be based on our assessment of market congitiord opportunities existing at such time, inclgdime availability of long-term contracts
with attractive dayrates and the relative costsuiliding or acquiring new rigs with advanced cafiiés compared with the costs of retrofitting
or converting existing rigs to provide similar chpiies. The timing, size or success of any addiél acquisition or construction efforts and
associated potential capital commitments are urigaze. We may seek to fund all or part of anytsefforts with proceeds from debt and/or
equity issuances. Debt or equity financing may hotyever, be available to us at that time duevargety of factors, including, among others,
general industry conditions, general macro-econamialitions, perceptions of us and credit ratingrey opinions of our outstanding debt.

Capital Expenditures and Working Capital Funding

On March 1, 2011, we entered into two contracts \8it| for the construction of our fifth and sixtewm advanced-capability, ultra-
deepwater drillships, theacific Khamsirand thePacific Sharay, which are expected to be delivered to us athigyard in the second quarter
and third quarter of 2013, respectively. On Maréh2012, we entered into an additional contrach\8itI for the construction of our seventh
advanced-capability, ultra-deepwater drillship, ethis expected to be delivered to us at the shipiyathe second quarter of 2014. The
contracts provide for an aggregate purchase pfiepgroximately $1.5 billion for the acquisition thfese three vessels, payable in installments
during the construction process, of which we apéite making payments of approximately $248 millio2012, approximately $797 million in
2013 and approximately $330 million in 2014. We entithe total project cost per vessel, includingeissioning and testing and other costs,
to be approximately $600 million, excluding capitatl interest. As of December 31, 2011, we have $@il billion of the total project costs
and intend to fund the remaining balance of appnaxely $1.7 billion with existing cash balancesgm@ing cash flow generation and
additional indebtedness, which is uncommitted isttilme.

Sources and Uses of Cash
Year ended December 31, 2011 compared to Year ddeleeimber 31, 2010
The following table provides an analysis of our cesh used in operating activities for the yeadeedrDecember 31, 2011 and 2010:

Years ended December 31,

2011 2010 Change
Cash flow from operating activities:

Net (loss) incomt $ (2,909 $ 37,29¢ $(40,207)
Interest income from Joint Ventu (495 (1,979 1,47¢
Depreciation expens 11,61¢ 39t 11,22«
Equity in earnings of Joint Ventu (18,959 (56,30) 37,35:
Amortization of deferred revent (8,56¢€) — (8,56¢€)
Amortization of deferred mobilization cos 4,28¢ — 4,28¢
Amortization of deferred financing cos 1,067 — 1,067
Deferred income taxe (3,169 (37)) (2,799
Shar-based compensation expel 4,471 65 4,40¢
Changes in operating assets and liabilities (51,689 (9,249 (42,44)

Net cash used in operating activit $(64,33) $(30,139 $(34,199)
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The increase in cash used in operating activitigsgrily results from increases in general and auistriative expenses, payments for

materials and supplies and mobilization expensatswisre partially offset from collection of accosiméceivables and proceeds from our loss of
hire insurance recovery.

The following table provides an analysis of our ce&sh used in investing activities for the yeamdeehDecember 31, 2011 and 2010:

Years ended December 3:

2011 2010 Change
Cash flow from investing activities:
Capital expenditure $(1,539,63I) $(883,85)) $(655,77")
Increase in restricted ca (315,28 (60,96) (254,319
Net cash used in investing activiti $(1,854,91) $(944,82() $(910,09¢)

The increase in cash used in investing activiti@sgrily results from progress and final deliveigyments for our drillships and restric
cash deposits required under the Project Faciltgggement and the Bora and Scirocco SBLC facdlitie

The following table provides an analysis of our cesth provided by financing activities for the y\eanded December 31, 2011 and 2010:

Years ended December 31,

2011 2010 Change
Cash flow from financing activities:

Proceeds from issuance of common shares $ 625,81t $ — $ 625,81t
Proceeds from lor-term debt 1,275,001 450,00( 825,00(
Payments on lor-term deb! (50,000 — (50,000
Deferred financing cos (6,807%) (57,999 51,19:
Proceeds from relat-party loan 142,20! 685,28 (543,079
Payments on relat-party loan — (69,449 69,44«

Net cash provided by financing activiti $1,986,21. $1,007,84. $ 978,37

The increase in cash provided by financing actsiprimarily resulted from the net proceeds of apjpnately $575.5 million from our
2011 Private Placement, higher proceeds from bangswof $825.0 million under the Project Facilitiéggreement and net proceeds of
approximately $50.3 million from our initial publaffering. These increases in cash provided bynfiireg activities were partially offset by
decreases in related-party loan borrowings of $648llion for the year ended December 31, 2011 caneqh to the year ended December 31,

2010, payments of $50.0 million on the Bora Ternah@and $51.2 million less in financing costs relateproceeds from the Project Facilities
Agreement.
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Year ended December 31, 2010 compared to Year édeleeimber 31, 2009

The following table provides an analysis of our c&sh used in operating activities for the yeaeedrDecember 31, 2010 and 2009:

Years ended December 31,

2010 2009 Change
Cash flow from operating activities:

Net income (loss $ 37,29¢ $ (2,287 $ 39,58:
Interest income from Joint Ventu (1,979 (2,14)) 16¢€
Depreciation expens 39t 134 261
Equity in earnings of Joint Ventu (56,30) (4,297 (52,01¢
Deferred income taxe (371) — (371)
Shar-based compensation expel 65 594 (529
Changes in operating assets and liabilities (9,249 722 (9,969

Net cash used in operating activit $ (30,139 $ (7,265 $(22,879)

The increase in cash used in operating activitigsgrily results from increases in general and auistriative expenses, payments for

materials and supplies and insurance expense.

The following table provides an analysis of our ce&sh used in investing activities for the yeamdeehDecember 31, 2010 and 2009:

Years ended December 31,

2010 2009 Change
Cash flow from investing activities:
Capital expenditure $(883,85)) $(146,08)) $(737,77))
Contributions to Joint Ventul — (37,249 37,24¢
Increase in restricted ca (60,96) (715) (60,257)
Net cash used in investing activiti $(944,82( $(184,04() $(760,779)

The increase in cash used in investing activiti@sgrily results from progress and final deliveigyments for our drillship construction
projects and restricted cash deposits offset figrbigt a decrease in contributions to TPDI.

The following table provides an analysis of our ceth provided by financing activities for the y\eanded December 31, 2010 and 2009:

Years ended December 3.

2010 2009 Change
Cash flow from financing activities:
Proceeds from lor-term debi $ 450,00( $ — $450,00(
Deferred financing cos (57,999 — (57,999
Proceeds from relat-party loan 685,28 198,64! 486,63!
Payments on relat-party loan (69,449 — (69,449
Net cash provided by financing activiti $1,007,84. $198,64! $809,19¢
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The increase in cash provided by financing acésiprimarily resulted from borrowings under thej€bFacilities Agreement of
$450.0 million and increases of $486.6 million hegeeds from related-party loan borrowings. Thaseeiases in cash provided by financing
activities were partially offset by payments of $6illion on the related-party loan and financousts related to proceeds from the Project
Facilities Agreement of $58.0 million.

Description of Indebtedness

Project Facilities Agreementin September 2010, Pacific Bora Ltd., Pacific twéikLtd., Pacific Scirocco Ltd., and Pacific SaAtaa Ltd.
(collectively, the “Borrowers”), and Pacific Driflg Limited (as the “Guarantor,” and together wite Borrowers, the “Borrowing Group”)
entered into a project facilities agreement withr@up of lenders to finance the construction, ofi@neand other costs associated with the
Pacific Bora, thePacific Mistral, thePacific Sciroccaand thePacific Santa Andéthe “Original Project Facilities Agreement”). Onalkth 31,
2011, in connection with the Restructuring, therBating Group amended and restated the Originaleletdéjacilities Agreement by entering
into the Amended and Restated Project Facilitiese@ment (the “Project Facilities Agreement”) andtearter Waiver Request Letter (“Waiver
Letter”).

The Project Facilities Agreement includes a Bormtan, a Mistral term loan, a Scirocco term laad a Santa Ana term loan (each, a
“Term Loan” and, collectively, the “Term Loans” tire “Term Loan Facility”) with maximum aggregate @mts available of $450 million,
$500 million, $500 million and $500 million, respieely, that collectively may not exceed $1.8 loitli Each Term Loan consists of three
tranches: one in favor of a syndicate of nine concraébanks (the “Commercial Tranche”), one in fawbthe Ministry of Trade and Industry
of the Norwegian government (and guaranteed by\threvegian Guarantee Institute for Export Crediteg (‘GIEK Tranche”) and one in favor
of The Export-Import Bank of Korea (the “KEXIM Trahe”), with maximum aggregate amounts availabl®1o0 billion, $350 million and
$450 million, respectively.

Borrowings under the Term Loans bear interestat tindon Interbank Offered Rate (“LIBOR") plus gwpcable margin. Prior to the
effective date of the first drilling contract insggect of a Borrower’s drillship, the applicable giarunder the relevant Term Loan is 4% per
annum. Subsequent to the effective date of theditling contract in respect of such Borrowerislidhip and until 12 months after delivery of
all four drillships, the applicable margin is 3.5%r annum. Subsequent to 12 months after the dglofeall four drillships, the applicable
margin is based on the Borrowing Group'’s historaetht service coverage ratio. If the ratio is matager than 125%, the applicable margin is
3.5% per annum. If the ratio is greater than 126% applicable margin is 3% per annum. Intereptigble every three months.

The Commercial Tranche under the Term Loan Faaitiitures on October 31, 2015 and the GIEK Tranaoketlze KEXIM Tranche eat
mature on October 31, 2019. The Commercial Traneheires a residual debt payment of $200 milliomaturity for each Term Loan. The
GIEK Tranche and the KEXIM Tranche each containgpitons exercisable if GIEK and KEXIM do not resetimely refinancing for the
Commercial Tranche or if the Commercial Trancheasrefinanced on terms acceptable to GIEK and KEXf the GIEK and KEXIM
Tranche put options are exercised, it would redfuileprepayment of the relevant GIEK and KEXIM Tiche proportion of all loans
outstanding without any premium, penalty or feearf kind on the maturity date of the Commerciariohe.

Borrowings under the Commercial Tranche may begicejm whole or in part with a 1% penalty on thecamt prepaid if such
prepayment takes place within one year after thigety of the fourth drillship and no penalty thafeer. Borrowings under the GIEK Tranche
and the KEXIM Tranche may be prepaid in whole opamt with a 0.5% penalty.

In November 2010, we borrowed $450 million under Bora Term Loan. During 2011, we borrowed $450iom) $375 million and
$450 million under the Mistral Term Loan, the Scoo Term Loan and the Santa Ana Term Loan, resyti
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The Bora Term Loan requires us to make ten amaidgizpayments of $25.0 million every six months coemcing in April 2011, with
the residual debt payment of $200 million due indber 2015. The Mistral Term Loan, Scirocco Ternah@nd Santa Ana Term Loan requ
us to make eight amortization payments of $31.8anil $21.9 million and $31.3 million, respectiveBvery six months commencing in April
2012, with the residual debt payment of $200 milleach due in October 2015.

The indebtedness under the Project Facilities Agese is guaranteed by the Guarantor. In conjunatiin entering the Project Facilities
Agreement and in relation to the Guarantor’s tranef its TPDI investment, a subsidiary of the QuamPacific Group has guaranteed to the
lenders that any proceeds from the exercise gbth@ption relating to the equity interest in TRzl be used to prepay or secure the Project
Facilities Agreement. The Quantum Pacific Groupugently negotiating for the release of this gnéea and we expect that such guarantee
will be released during the second quarter of 2@?February 29, 2012, the Quantum Pacific Grorgvacably exercised the put option. The
purchase price is subject to negotiation and ngiigreement, will be determined based on an sggbrad the fair value of the two TPDI
drillships after taking into account outstandingnd®&enture indebtedness (as defined in the puboEgreement).

The obligations of the Borrowers under the TermriLBacility are joint and several. The Project Fae8 Agreement is secured by
several collateral components, which are usualcaistbmary for facilities of this type, size andgse. The security provided to the lenders is
cross-collateralized across all Term Loans and cm@p assignments of refund guarantees, shipbgildhntracts and insurances, a first
preferred mortgage over each Borrower’s drillshig ather types of collateral.

The Project Facilities Agreement requires compkawith certain affirmative and negative covenaht ire customary for such
financings. These include, but are not limitedréstrictions on (i) the ability of each of the Bmwers to pay dividends to its shareholder or to
sell assets and (ii) the ability of the BorrowingoGp to incur additional indebtedness or liens, enakestments or transact with affiliates
(except for certain specified exceptions). The Baers are restricted in their ability to transtegit net assets to the Guarantor whether in the
form of dividends, loans or advances. As of Decan3ie 2011, the Borrowing Group held $1.5 billidirestricted net assets.

The Guarantor (through the Borrowing Group) is atsguired to (i) enter into and maintain drillingntracts for each drillship (except as
permitted by the Waiver Letter), (ii) maintain casttount balances reserved for debt service pagn@itmaintain Guarantor liquidity and
(iv) maintain contributed equity above certain llevend to meet a required level of collateral meaiance whereby the aggregate appraised
collateral value must not be less than a certaingmtage of the total outstanding balances and doments under the Project Facilities
Agreement.

The Project Facilities Agreement also requires d@npe by the Guarantor with financial covenantdiuding (i) a projected debt service
coverage ratio of the Borrowing Group, (ii) a hital debt service coverage ratio of the Borrow@rmgup, (iii) a maximum leverage ratio of
the Guarantor and (iv) minimum liquidity requirentepf the Guarantor. The Project Facilities Agreetmequires that the Guarantor maintain
(i) a projected (looking forward over the followibgelve months) debt service coverage ratio oéast 1.1x through June 30, 2012 and 1.2x
thereafter; (ii) a historical (looking back oveetpreceding twelve months) debt service coveratie ohat least 1.1x through December 31,
2013 and 1.2x thereafter; (iii) a maximum levereajeo of 65% and (iv) a minimum liquidity of $50 ln after the delivery of all four
drillships. We were in compliance with all covermat of December 31, 2011.

Each Borrower is also required under the Projectlities Agreement to hedge 75% of outstanding available balances against floating
interest rate exposure. The only other hedge ageraprgts that are permitted, under circumstancespa@dress foreign currency exchange
risks.

The Project Facilities Agreement contains eventdaeffult that are usual and customary for a firagoif this type, size and purpose.
Upon the occurrence of an event of default, bomgwiunder the Project Facilities Agreement areextitp acceleration.
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8.25% Senior Unsecured Bonds February 2012, we completed a private placaroB®300 million in aggregate principal amount of
8.25% senior unsecured U.S. dollar denominated $dod in 2015 (the “Senior Unsecured Bonds”) tgilelé purchasers. The bonds bear
interest at 8.25% per annum, payable semiannuallyebruary 23 and August 23 of each year and matufeebruary 23, 2015. The Quantum
Pacific Group purchased $40 million of the Seniosecured Bonds issued. We expect to use the neggute from the bonds for company
growth, working capital and general corporate regruents.

The Senior Unsecured Bonds are general unsecuaeidy ®bligations that rank: (i) senior in rightpdyment to all of the Company’s
subordinated indebtedness, if any; (ii) pari passight of payment with any of the Company'’s eixigtand future unsecured indebtedness that
is not by its terms subordinated to the Senior Dase Bonds; (iii) effectively junior to the Compés existing and future senior debt facilities
(including the Project Facilities Agreement, thenprary Import Bond Facilities (as defined beloany future customary senior secured debt
facilities provided by banks and/or financial itgtions and any future first priority senior seait®smnd financing obtained to finance our fleet,
including any refinancing, amendments or replacamefthe debt facilities).

The Company may acquire Senior Unsecured Bondwiopen market, or otherwise, at any time witheatriction. Within 60 days after
notification of a specified change in control eyexeich bondholder has the right to exercise ay egplyment option at a price equal to 101%
of par, plus accrued interest.

The Senior Unsecured Bonds contain provisionslitmitt with certain exceptions, the ability of ti@®mpany and our subsidiaries to
(i) merge or demerge, (ii) dispose of assets,ifityr financial indebtedness and (iv) pay divideedceeding 50% of consolidated net income
for the preceding fiscal year, provided, howeveat such restriction does not apply for dividengrpants through December 31, 2012 up to
$100 million if the Company has a minimum liquida$$50 million immediately following such dividen@he bonds also require compliance
with financial covenants including (i) a minimumugty ratio of 35%, (ii) a minimum liquidity of $2illion and (iii) a leverage restriction
limiting the outstanding secured and unsecureddmings on a consolidated basis (excluding Tempdraport Bond Facilities) to an average
of $475 million per drillship. The Senior Unsecui®dnds contain events of default that are usualcaistbmary for a financing of this type,
size and purpose. Upon the occurrence of an eV¥elgfault, borrowings under the Senior Unsecuredd®care subject to acceleration.

Temporary Import Bond FacilitiesOn July 13, 2011, we entered into a temporarpdig Letter of Credit (“SBLC") facility with
Citibank, N.A. to support the Temporary Importati¢hl”) bond for thePacific Borarequired in Nigeria. On December 6, 2011, we edtere
into separate temporary SBLC facilities with CitiiaN.A. and Standard Charter Bank to support theohd for thePacific Sciroccaequired
in Nigeria.

As part of the standard Nigerian importation reguients for equipment, we are required to eitheointjine vessel into Nigeria on a
permanent basis and pay import duties or appla for permit and put up a bond for the value ofithport duties instead.

Under the Bora SBLC facility, Citibank, N.A., asisng bank, has issued a Letter of Credit (“LC)thee benefit of Citibank Nigeria
denominated in the Nigerian currency, Naira, indheunt of approximately $99.8 million. This Bor€ pprovides credit support for the Bora
Tl bond that was issued by Citibank Nigeria in fagbthe Government of Nigeria Customs Servicetti@Pacific Bora.

Under the Scirocco SBLC facilities, Citibank, N.@&d Standard Charter Bank, as issuing banks, renreissued a LC for the benefit of
Citibank Nigeria and Standard Charter Bank Nigdaaominated in Naira in the collective amount giragimately $109.5 million. These
LC’s provide credit support for the Tl bonds thatresissued by Citibank Nigeria and Standard Ch&aek Nigeria in favor of the
Government of Nigeria Customs Service for Bragific Scirocca

Both the Bora and Scirocco SBLC facilities will éxgafter a one-year period and will be renewabteafiditional one-year terms based
on the initial contract term of each vessel. Odigaltions under the Bora and
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Scirocco temporary SBLC facilities are secured $5@ million and $99 million cash deposit, respegiti, and a guaranty from Quantum
Pacific International Limited. The SBLC facilitiend Tl bonds require the Company to pay fees atiedlbased on outstanding balances c

Tl bond, the LC and the restricted cash deposibfA3ecember 31, 2011, the weighted-average ratieeofees on the Bora and Scirocco SBLC
facilities and T1 bonds was approximately 1.37% ar&0%, respectively.

Related-party loansBeginning in 2007, we received funding from Wmignance, a subsidiary of the Quantum Pacific Gran the
form of a related-party loan. We do not expectteglgparty loans to be a source of funding our djra and working capital needs going
forward. For more information on related-party Isasee Item 7, “Related Party Transactions.”

Letters of Credit

As of December 31, 2011, we were contingently éalohder certain performance, bid and custom bonddedters of credit totaling
$229.5 million of which $209.2 million relates taraemporary import bond facilities described abwwv&Description of Indebtedness—
Temporary Import Bond Facilities.”

Derivative Instruments and Hedging Activities

We may enter into derivative instruments from titméime to manage our exposure to fluctuationsfarest rates and to meet our debt
covenant requirements. We do not enter into devigdtansactions for speculative purposes; howdeerlccounting purposes, certain
transactions may not meet the criteria for hedgewatting.

During 2011, we entered into interest rate swapsdoce the variability of future cash flows in theerest payments for the variable-rate
debt under the Term Loans. We designated the sttesite swaps as cash flow hedges for accountirgppas. The interest rate swaps pay a
fixed rate of interest and receive LIBOR. The fixaterest rate swap rates are 1.83%, 1.87%, 1.6%29% under the Bora Term Loan,
Scirocco Term Loan, Mistral Term Loan and Santa Aeen Loan, respectively. As of December 31, 2@ notional amount hedges 100%,
95%, 83% and 100% of the total outstanding borrg&iander the Bora Term Loan, Scirocco Term Loarstidi Term Loan and Santa Ana
Term Loan, respectively. The interest rate swajpérexon October 31, 2015.

C. RESEARCH AND DEVELOPMENT, PATENTS AND LICENSES, ETC.

We do not undertake any significant expenditureesearch and development. Additionally, we havsigoificant interests in patents or
licenses.

D. TREND INFORMATION

We are an international offshore drilling contrastommitted to becoming the preferred provider lofaudeepwater drilling services to
the oil and natural gas industry through the udeigifi-specification drillships. Our primary busisés to contract our ultra-deepwater drilling
rigs, related equipment and work crews, primarilyaodayrate basis, to drill wells for our customers

Although we are primarily focused on the ultra-deefer market, which we define as greater than 7{880of water depth, our drillships
can operate in water depths as shallow as 1,000st@&e may also compete to provide servicesaltmber depths than ultra-deepwater.

Deepwater and ultra-deepwater drillships typicatiynpete in many of the same markets as high-spatdn semi-submersible rigs.
However, newer ultra-deepwater drillships generallye greater load capacity and are more mobile sbani-submersible rigs, making them
better suited for drilling in remote locations whee-supply is more difficult and for exploratiorograms that require frequent rig relocation.
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Historically, operating results in the offshore trawt drilling industry have been cyclical and ditg related to the demand for and the
available supply of drilling rigs. In 2011, ther@asvgenerally a favorable supply-demand balancelfia-deepwater rig contractors, as
evidenced by numerous fixtures that surpassed 880(er day in the second half of the year alorif wdntinuous high utilization throughout
the year. However, since factors that impact offshexploration and development spending are begandontrol, and rig demand dynamics
can shift quickly, it is difficult for us to prediduture industry conditions, demand trends or afieg results.

Drilling Rig Supply

Numerous drilling contractors placed shipyard osderbuild additional semi-submersibles and drifishin 2011. We estimate there are
approximately 47 ultra-deepwater rigs scheduledi&ivery between January 2012 and the end of 2ZBA4f which are not yet contracted to
customers. Rigs to be delivered in 2012 and 20¥@8 haeady been ordered, and supply of ultra-detpwamits for 2012 and 2013 can be
reasonably estimated based on information aboutridhers placed and the time required to completstcoction. Beyond this time frame, the
supply is uncertain and any projections have dishied predictive value.

Drilling Rig Demanc

Demand for our drillships is a function of the wiwide levels of deepwater exploration and develaggrspending by oil and gas
companies, which is influenced by a number of fectBeepwater and ultra-deepwater projects arergiyenore expensive and longer lasting
than shallow water programs, which reduces the sxmoof dayrates and utilization to short-termpoite fluctuations. Expectations about
future oil and natural gas prices have historichtgn a key driver for exploration and developnspeinding. Additionally, the global econor
and political climate, access to quality drillingpppects, exploration success, perceived futuridadnility and lead time requirements for
drilling equipment, emphasis on deepwater exploraéind production versus other areas and advanckiling technology also affect our
customers’ drilling programs.

The market for deepwater drilling services was abtarized by uncertainty throughout much of 2018 idupart to the temporary
moratorium on offshore drilling in the U.S. Gulf bfexico and continued concerns about the extetitefjlobal economic recovery. This
uncertainty dissipated to some extent in 201 lipattable in part to expanding client demand forastleepwater capable rigs in a number of
locations worldwide and in part due to the BOEMREW BSEE) resuming the issuance of drilling perrmitthe U.S. Gulf of Mexico. While
the factors that influence ultra-deepwater rig dednare beyond our control and subject to rapid gaamaking forward forecasting difficult,
we note the following, generally positive impactatese drivers in 2011 that we expect to contiimte 2012.

» Continued favorable oil priceBrent crude ranged from $94 to $127 and averagéd $ér barrel in 2011, a level at whi
deepwater projects in development or under coraifider by our clients generally provide favorablemmmic returns. As of
March 20, 2012, the forward month price for Brentde was $125 per barr

» Economic growth in most regiorDespite the impact of sovereign debt concerns o, economic growth surged in many key
emerging markets in 2011 while North America samad@DP growth as well. Increasing economic strehgthtypically resulted
in an increase in the demand for

» Improved access to quality drilling prospecThe U.S. government resumed issuing drilling pesrfut U.S. Gulf of Mexicc
operations in 2011, while Petrobras and the Bizifjovernment continued to advance with plansuturé drilling activity. There
were no new major regulatory obstacles announcadatbuld substantially impact drilling in key offste areas

» Exploration succes!iIn 2011, there were major discoveries that couldedconsiderable future development drilling in Aty
Brazil, the Gulf of Mexico, Mozambique, SoutheasiagA Tanzania and the Mediterranean, among otheep
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» Constrained nei«term ultre-deepwater rig availabilityThe rising dayrates seen throughout 2011 wereylikéluenced by the
dearth of ultra-deepwater rig availability in 2084 of March 20, 2012, just four ultra-deepwategsrare listed by industry sources
with clear availability at some point in 2012. Hoxge, we believe that many of these rigs, especibthge coming available in early
2012, are currently in advanced negotiations aacharlonger available to the wider mar}

* Increased emphasis on deepwater areas by majamiatienal and national oil companie. International and national oil compan
increased their deepwater exploration and prodo@ativities in 2011, in part due to the relaticargity of large, new onshore
discoveries, as well as the discovery of numerargel ultra-deepwater fields. Furthermore, the veser discovered by ultra-
deepwater rigs operating over the last decadenareany cases now reaching development stage,irgsirtincreased asset
intensity and rig demand from operatc

» Advances in drilling technoloc. Advances in drilling technology in recent yeaasd enabled international and national oil
companies to access reservoirs in deeper watedrdhchore efficiently than was previously possik

Supply and Demand Balance

These factors resulted in a tight supply-demandrza for ultra-deepwater rigs in 2011, with ristfayrates and near 100% utilization.
Furthermore, the ultra-deepwater segment contitmie@monstrate asset bifurcation in 2011, withiaailon levels and dayrates for newer
high-specification rigs continuing to separate fritvose of older rigs. While we believe that thesads will continue to benefit us and that the
demand for ultra-deepwater rigs will continue toetnar exceed supply, our markets may be adversfegtad by industry conditions that are
beyond our control. For more information on thigl ather risks to our business and our industryl®ee 3, “Risk Factors—Risks Related to
Our Business.”

E. OFF BALANCE SHEET ARRANGEMENTS
Currently, we do not have any off-balance sheetrey@ments.

F. CONTRACTUAL OBLIGATIONS
The table below sets forth our contractual oblgaias of December 31, 2011:

Obligations Due in Period

More than
Less than
Contractual Obligation 1 year 1-3 years 3-5 years 5 years Total
(in thousands)
Long-term debi@® $218,75( $ 437,50( $1,018,75! $ — $1,675,00!
Interest on lon-term debi®) 87,49 136,09¢ 42,62 — 266,21!
Operating lease 88¢ 1,32¢ 241 — 2,45¢
Purchase obligatior®© 31,26¢ — — — 31,26¢
Ultra-deepwater drillship@ 173,95( 695,80( — — 869,75(
Long-term payablee®) — 4,002 — — 4,00z
Total contractual obligatior $512,34° $1,274,72! $1,061,61 $ — $2,848,69.

(@) Includes current maturities of long-term débtpreparing the scheduled maturities of our deltassume the debt holders will exercise
their options to accelerate the maturity date tto®er 31, 2015. See Item 5, “Liquidity and CapRalsources—Description of
Indebtednes”

(b) Interest payments are based on our existingtauting borrowings. It is assumed there is nefiaancing of existing long-term debt and
there are no prepayments. Interest has been c@dulaing the fixed interest rate swap rate of %.88r the Bora Term Loan, 1.87% for
the Scirocco Term Loan, 1.60% for the Mis
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Term Loan and 2.39% for the Santa Ana Term Loas pluestimated applicable margin for each of thenTieoans of 4.0% to th
estimated effective date of the first drilling cadt and 3.5% thereafter. See Item 5, “Liquiditg &apital Resources—Description of
Indebtednes”

(c) Purchase obligations are agreements to purchasks gmal services that are enforceable and legaityirig, that specify all significal
terms, including the quantities to be purchaseidepsrovisions and the approximate timing of tlagactions, which includes our
purchase orders for goods and services entereéhitie normal course of busine

(d) Amounts for ultr-deepwater drillships include amounts due undertcoctson contracts

(e) The long-term payable is due to the customerdionbursements of certain capital equipment upertermination of the Pacific Bora
contract with Chevron. For purposes of the conti@abbligations table, we assume the contracttesithinate after its initial three-year
period.

Some of the figures included in the table abovebased on estimates and assumptions about thegatihbis, including their duration
and other factors. The contractual obligations vileagtually pay in future periods may vary frono#e reflected in the tables because the
estimates and assumptions are subjective.

G. SAFE HARBOR

The safe harbor provided in Section 27A of the $dea Act and Section 21E of the Exchange Actlsiyaply to forward-looking
information provided pursuant to Items 5E and 5 S-orward Looking Statements” in this annual répo

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. DIRECTORS AND SENIOR MANAGEMENT
Senior Management

We rely on the senior management of our principa&lrating subsidiaries to manage our business. €nhioismanagement team is
responsible for the day-tay management of our operations. Members of miosemanagement are appointed from time to timedig of the
Board of Directors and hold office until a succedsselected and qualified. The current membermsurfsenior management are:

Name Age Position

Christian J. Becke 43 Chief Executive Office

Robert F. MacChesne 54 Chief Operating Office

William J. Restrept 52 Chief Financial Office

Cees Van Dieme 58 Senior Vice President of Operatic

Kinga E. Dorig 42 Vice President, General Counsel and Secre
Paul T. Rees 42 Vice President, Controlle

Christian J. Beckett Mr. Beckett has served as our Chief Executiveo®ffsince April 2008 and as a member of our Badildirectors
since March 11, 2011. Mr. Beckett has over 20 yeaprience in the energy industry. Prior to jognus, he led the Strategic Business
Development and Planning group at Transocean tdch 2004 to 2008. Mr. Beckett served at McKinseZ&mpany, Inc. from 2001 to 2004,
where he provided strategic and operating adviggdioal energy companies and governments, and @0 to 2001 at Schlumberger Limit
in a series of international management roles imitheasing responsibilities. Mr. Beckett holds aiBzlor of Science in Exploration
Geophysics from University College London and a tdssof Business Administration from Rice Univeysit

Robert F. MacChesneyMr. MacChesney has served as our Chief Opera@dfiser since September 2008. Mr. MacChesney has o
30 years experience in the drilling industry. Ptijoining us, he served at Transocean from 206D08 and at Schlumberger Limited, and
offshore drilling subsidiary Sedco Forex
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Limited, from 1979 to 2000. During his tenure wittansocean Ltd. and Schlumberger Limited, he hefdreety of positions in Operations
Management and Marketing, including Country Managevalaysia, India, Brazil and the United KingdoRegion Manager in the Middle
East and India and Corporate Director, Deepwatak®tag. Mr. MacChesney holds a Bachelor of Sciandengineering from Southampton
University in the United Kingdom.

William J. Restrepa Mr. Restrepo has served as our Chief Financifit€fsince February 2011. Mr. Restrepo was thefIrinancial
Officer for Smith International, Inc. from Octob2009 until the date of its merger with Schlumbetgerited on August 27, 2010. From 2005
to 2009, Mr. Restrepo was the Chief Financial @ffifor Seitel, Inc., a leading provider of seismiéta for the North American oil and gas
industry. From 1985 to 2005, Mr. Restrepo heldriial and operational positions at Schlumbergeriteid) including Regional General
Manager for Continental Europe and for the Aralgtarf, Corporate Treasurer, and Vice President n&kce for the pressure pumping and
directional drilling business units, with interratal posts in Europe, South America and the Middist. In September 2008, Mr. Restrepo was
appointed to the board of directors of Probe, laecnanufacturer of wireline logging equipment andently serves as the Chairman of its
Finance and Audit Committee. Mr. Restrepo holdsat®lor of Arts in Economics from Cornell Univeysia Bachelor of Science in Civil
Engineering from the University of Miami and a Merstof Business Administration from Cornell Univigrs

Cees Van DiemenMr. Van Diemen has served as our Vice Preside@perations since February 2009. Mr. Van Diemen3fayears
experience in the mobile offshore drilling indusémyd extensive experience in deepwater drillingiftbe early days of 600 feet water depth
activity in 1977 to recent operations in 9,200 feater depth. Prior to joining us, he served atlRdbrilling Corporation, and its predecessor
Neddrill, as Vice President & Division Manager Btdrom 2005 to October 2008 and Vice President &iflon Manager Mobiles Eurog
from 2000 to 2005. Mr. Van Diemen’s career stadfghore in the traditional drill positions fromddrman to Offshore Installation Manager,
before taking on increasing responsibility in omghmanagement roles from rig manager in West Aftioa Mediterranean and the North Sea,
to district manager in the North Sea and Vice Besdi & Division Manager in Europe and more recemtlrazil. Mr. Van Diemen holds a
Bachelor of Science in Automotive Engineering frisra University of Apeldoorn in the Netherlands.

Kinga E. Doris. Ms. Doris has served as our Vice President, G¢i@ounsel and Secretary since September 2010Dbfss has 15 yea
of experience advising global energy companiesisiadrequent speaker on FCPA and anti-corrupsenés. Prior to joining us, she served as
Chief Counsel for Pride International Inc. from B0 2010, where she was responsible for legairaféd the global operations and strategic
planning groups. From 1999 to 2006, Ms. Doris sga® Associate General Counsel of Core Laboratbiés Prior to joining Core
Laboratories, Ms. Doris was an attorney in the Housffices of Akin Gump Strauss Hauer & Feld LLirld eBoeuf, Lamb, Greene, and
MacRae LLP. Ms. Doris holds a Bachelor of Arts andliris Doctorate from Texas Tech University.

Paul T. Reese Mr. Reese has served as our Vice President, @tantsince October 2008. Mr. Reese has been adamarofessional in
the oilfield services and E&P space for over 15rgeBrior to joining Pacific Drilling, he was Coaller for the global Exploration and
Development divisions at BHP Billiton PetroleumoFfr 1995 to 2007, Mr. Reese served in various firgimecanagement roles at Transocean,
including Finance Director for the North and SoAtherica Business Unit, Assistant Vice-President4adit and Advisory Services and
Finance Manager for the Asia & Australia and SoAtherica Regions, with international posts in Asia &£entral and South America. Prior to
joining Transocean, Mr. Reese was an auditor irHibieston offices of Arthur Andersen LLP. Mr. Reésédds a Bachelor of Arts in Economi
and Managerial Studies and a Masters of Accourftomg Rice University.

Board of Directors

In accordance with Luxembourg law, our Board ofddtors is responsible for administering our affaing for ensuring that our
operations are organized in a satisfactory manner.
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Our Articles provide that our Board of DirectorsaBihave no fewer than three members. The minimumtbrer of directors that may sit
on our Board of Directors may be changed by an a@memt of the Articles approved by resolution passteah extraordinary general meeting
of our shareholders. Pursuant to the Articlesdihectors will be elected by a general meetinchefshareholders. Resolutions adopted at a
general meeting of shareholders determine the nuofliBrectors comprising our Board of Directofse remuneration of the members of our
Board of Directors and the term of each directorandate. Directors may not be appointed for a t&#rmore than six years but are eligible for
re-election at the end of their term. Directors rhayremoved at any time, with or without causeabgsolution adopted at a general meeting of
shareholders. If the office of a director becomasant, the other members of our Board of Directacing by a simple majority, may fill the
vacancy on a provisional basis until a new direi@@ppointed at the next general meeting of sluddehs.

The current members of our Board of Directors aréolows:

Name Age Title

Ron Moskovitz 49 Chairmar

Christian J. Becke 43 Executive Director, Chief Executive Offic
Laurence N. Charne 64 Director

Jeremy Ashe 53 Director

Paul Wolff 64 Director

Cyril Ducau 33 Director

Sarit Sagiv 43 Director

Ron Moskovitz Mr. Moskovitz was appointed as a director of @@mpany in March 2011. Mr. Moskovitz is the ChiefEutive Officer
of Quantum Pacific Advisory Limited, a member of fQuantum Pacific Group, and serves as a board erenfltsrael Corp., Israel’s largest
holding company with its core holdings focused muluistries that meet basic human, industrial and@oic needs (e.qg., fertilizers and
specialty chemicals, energy, shipping and tranggiort), which may be considered an affiliate of lithen Ofer family. From July 2002 until
November 2007, Mr. Moskovitz served as Senior \Reesident and Chief Financial Officer of Amdocs lted. From 1998 until July 2002, |
served as Vice President of Finance at Amdocspatdeen 1994 and 1998 he held various senior finbpaositions at Tower Semiconductor
Ltd. Mr. Moskovitz is a CPA in Israel and holds A B1 Accounting and Economics from Haifa Universityd an MBA from Tel Aviv
University.

Laurence N. Charney Mr. Charney was appointed as a director of then@any in April 2011. Mr. Charney retired from Erdstoung
LLP (“Ernst & Young”) in June 2007, where, over ttmurse of his more than 35-year career, he sesdthrtner, Practice Leader and Senior
Advisor. Since his retirement from Ernst & Youngr.Mharney has served as a business strategidinandial advisor to boards, senior
management and investors of early stage venturiestg businesses and small to mid-cap public aatmns across the consumer products,
energy, real estate, high-tech/software, mediafienent, and noprofit sectors. His most recent affiliations hameliuded board tenures w
Marvel Entertainment, Inc., Pure BioFuels, Inc.sMFfields Original Cookies and UJA Federation oviNéork. He was appointed to the board
of Iconix Brand Group, Inc. in February 2011. MhaEney is a graduate of Hofstra University withacBelors Degree in Business
Administration (Accounting), and he also comples@dExecutive Masters program at Columbia University. Charney maintains active
membership with the American Institute of Certiffedblic Accountants and New York State Society eftified Public Accountants.

Jeremy Asher. Mr. Asher was appointed as a director of the Camydn April 2011. Mr. Asher is currently ChairmahAgile Energy
Limited, a privately held energy investment compablgairman of Tower Resources plc, an oil & gadargtion company; a director of Better
Place BV, a company promoting and enabling the rdapkyment of electric cars; and an advisor toR&fineries Limited, an independent
refiner and petrochemicals producer. Until 2010alse served as a director of Gulf Keystone Patral&td., another oil and gas exploration
company; and until 2008 he served as a direct®rofess Systems Enterprise Limited, a developpraafess simulation software. Between
2001 and the present, Mr. Asher has also servaddasctor
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and financial investor in various other enterprisgesm 1998 until 2001, Mr. Asher served as thee€Bikecutive Officer of PA Consulting
Group, where he oversaw PA’s globalization and gihdinom 2,500 to nearly 4,000 employees, and natgdiand managed the integration of
PA’s acquisition of Hagler Bailly, Inc. Between 188nd 1997 he acquired, developed and sold th®Q@Hbl/d Beta oil refinery at
Wilhelmshaven in Germany. Prior to that, in the |2980’s, Mr. Asher ran the global oil productsling business of what is now Glencore AG
and, prior to that, spent several years as a ctamdt what is now Oliver Wyman. Mr. Asher is adpate of the London School of Economics
and holds an MBA from Harvard Business School. $ial$o a member of the London Business Schdalobal Advisory Council and serves

a member of the Engineering Advisory Board of Ingddnnovations plc, the commercial arm of Impealllege.

Paul Wolff . Mr. Wolff was appointed as a director of the Camyin April 2011. Since 2006, Mr. Wolff has seneasian independent
director and private investor in different finari@ad industrial companies. From 1971 to 2006, b&ed in the banking sector in which he
held various responsibilities in corporate and gévbanking. He served as a Managing Director afdvigierson, headed the Trust Busines:
was Head of Private Banking and Asset ManagementWwlff has a degree in Commercial Engineeringrfidniversity of Louvain, a
Masters of Business Administration from INSEAD Ftainebleau, and Advanced Management Program frometia

Cyril Ducau . Mr. Ducau was appointed as a director of the Caomgpn April 2011. Mr. Ducau is Head of Business/Blepment of
Quantum Pacific Advisory Limited, part of the Quamt Pacific Group, a position he has held since 2008. Prior to joining Quantum Paci
Advisory Limited, Mr. Ducau was Vice President iretinvestment banking division of Morgan Stanlef&. International Ltd. in London and
during his tenure there from 2000 to 2008, he kalibus positions in the Capital Markets, Leverafethnce and Mergers and Acquisitions
teams and worked on the execution of more tharraddial transactions for European corporationmrRo that, Mr. Ducau gained experience
in consultancy working for Arthur D. Little in Muci and investment management with Credit Agricdl®tivate Equity in Paris. Mr. Ducau
graduated from ESCP Europe Business School (Rxferd, Berlin) and holds a MSc in business adniiatton and a Diplom Kaufmann.

Sarit Sagiv. Ms. Sagiv was appointed as a director of the Gomipn April 2011. Ms. Sagiv recently joined Quant&acific Advisory
Limited, part of the Quantum Pacific Group. Priofjdining Quantum Pacific Group, from September22Q6til September 2010, Ms. Sagiv
served as Vice President Finance of Amdocs Limied, from December 2006 until September 2007, sheed as Finance Director of a
business division of Amdocs Limited. Ms. Sagiv ai&td senior financial positions in public glob&tech companies including Chief
Financial Officer of Orad Hi-Tec Systems Ltd., &ldief Financial Officer of Cimatron Ltd. She alsrwed as Corporate Controller of
Makhteshim-Agan Industries Ltd. Ms. Sagiv holdsacBelor in Accounting and Economics, a MastersugiBess Administration from Tel
Aviv University and a MA degree in law from Barhl&niversity. She is also a Certified Public Acctant in Israel.

B. COMPENSATION
Senior Management

Members of our senior management receive compensfati the services they provide. The aggregatke campensation paid to all
members of senior management as a group was apm@t@ty $4.6 million for the fiscal year ended Debem31, 2011. In addition, under the
Pacific Drilling S.A. 2011 Omnibus Incentive Plghd “2011 Plan,” as described in more detail uriéiguity Compensation Plangelow), the
Company granted in 2011 an aggregate of 988,60arapto purchase its common shares to membersrafemior management team at an
exercise price of $10 per share, with an expiratiate of March 31, 2021.

The cash compensation for each member of senioagesmnent is principally comprised of base salaryl@mls. The compensation that
we pay to our senior management is evaluated @maunal basis considering the
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following primary factors: individual performancerihg the prior year, market rates and movementstla individual’s anticipated
contribution to us and our growth. Members of aumier management team are also eligible to padieipn our retirement savings plans,
described below under “Benefit Plans and Programsatdition, members of our senior managemenekgile to participate in welfare
benefit programs made available to our U.S. worddagenerally, including medical, dental, life irmuce and disability benefits. We believe
that the compensation awarded to our senior managgeconsistent with that of our peers and smyilsituated companies in the industry in
which we operate.

Directors

Since their appointment to the Board in 2011, weehzaid an aggregate of approximately $0.1 miliiodirectors’ fees to the
independent members of the Board of Directorsdufitson, Messrs. Asher, Charney, and Wolff eacleresd an award of 4,000 restricted st
units under our equity compensation plan. We hdse aid an aggregate of approximately $0.1 milliodirectors’ fees to the non-
independent members of the Board of Directorsiafitl with Quantum Pacific Group. We pay theseatines’ fees directly to Quantum Paci
Group. Members of our Board of Directors who asoalur employees or employees of our subsidianasod receive any additional
compensation for their service on our Board of Etives. We believe that our director fee structsrelistomary and reasonable for companies
of our kind and consistent with that of our peard aimilarly situated companies in the industryimch we operate. These fees may be
increased from time to time by a resolution of ge@eral meeting of shareholders.

Equity Compensation Plans

Our Predecessor adopted the Pacific Drilling Liohi2®09 Omnibus Stock Incentive Plan in 2009 (tH@02Plan”). The 2009 Plan
provided for the granting of stock options, stopkmeciation rights, restricted shares, restricteates units and other equity-based or equity-
related awards to directors, officers, employeasa@msultants. The Compensation Committee of trew@of Directors of our Predecessor
approved participants and, subject to the termscanditions of the 2009 Plan, determined the tears conditions of awards under the 2009
Plan.

On March 31, 2011, we concurrently (i) adopted2f#l Plan, (ii) terminated the 2009 Plan and glipstituted all outstanding awards
(the “Substitution”) under the 2009 Plan with nemeads of options to purchase common shares unde2@hl Plan, which is described below.
The Substitution took into account the fair mankaue of the common shares at the time of the 8utieh. No new awards will be granted
under the 2009 Plan.

The 2011 Plan is similar to the 2009 Plan and plesifor the granting of stock options, stock apiptemn rights, restricted shares,
restricted share units and other equity-based wityecelated awards to directors, officers, empkyand consultants. Subject to adjustment as
provided, 7.2 million common shares of Pacific g S.A. are reserved and authorized for issugnrsuant to the terms of the 2011 Plan.
The Compensation Committee of our Board of Directgproves participants and, subject to the temdscanditions of the 2011 Plan,
determines the terms and conditions of awards uthée?2011 Plan.

On March 31, 2011, we granted new stock option®utite 2011 Plan to members of our senior manageamehnother key employees.
Under the 2011 Plan, a total of 2,801,311 opticngetbeen granted through the Substitution and mantgy of which 1,998,660 were granted
to members of senior management. The exercise @rite new stock options and those granted irStiiestitution was $10.00 per share, the
purchase price under the 2011 Private Placemertgidnts expire on March 31, 2021.

We also have granted awards of 12,000 restrictezk stnits under the 2011 Plan to certain membemioBoard of Directors in
November 2011. These restricted stock units wikéitled in shares of our stock and will vest aveeriod of four year:
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Benefit Plans and Program

Pacific Drilling sponsors a defined contributiotirement plan covering substantially all U.S. enygles (the “U.S. Savings Plan”) and an
international savings plan (the “International $&a Plan”). Under the U.S. Savings Plan, the Compaatches 100% of employee
contributions (limited to $16,500 or, for employesse 50 or over, $22,000) up to 6% of eligible cemgation per participant. Under the
International Savings Plan, we contribute 6% ofhiasome (limited to $15,000 per participant). Dgrthe years ended December 31, 2011,
2010 and 2009, our total employer contributionbdth plans amounted to $2.8 million, $0.5 millioxdgb0.1 million, respectively.

We have established an annual Bonus Plan for keogtees whose decisions, activities and performémaee a significant impact on
business results. Target bonus levels are detedhoin@n individual basis and take into accountviiaidial performance, competitive pay
practices and external market conditions. Achievamébonus payment is based on the achievemehteafompany financial target and
individual goals.

C. BOARD PRACTICES

See Item 10, “Memorandum and Articles of AssociatieAppointment and Removal of Directorfgt a detailed description regarding
appointment and removal of our Board of Directors.

On March 8, 2012, we held an extraordinary genaesgting of our shareholders to re-appoint Mr. Bécked Mr. Moskovitz, whose
current terms were set to expire on March 11, 2@%2jirectors for a term running through the Anris@heral Meeting of the Company in 2!
and to re-appoint Cyril Ducau, Sarit Sagiv, Laueehic Charney, Jeremy Asher and Paul Wolff, whosesotiterms are due to expire on
April 5, 2012, as directors for a term running tngb the Annual General Meeting of the Company ih320

There are no service contracts between us andfamy directors providing for benefits upon terntioa of their service.

Committees of the Board of Directors

Our Board of Directors has an Audit Committee arf@banpensation Committee, and may have such otmemitbees as the Board of
Directors shall determine from time to time. Ea¢lthe standing committees of our Board of Directuais the composition and responsibilities
described below.

Audit Committee

The members of our Audit Committee are Messrs. Adblearney and Wolff, each of whom our Board ofd@tors has determined is
financially literate. Mr. Charney is the Chairmdrtlee Audit Committee. Our Board of Directors hasetmined that each of the members of
our Audit Committee is “independentthder the standards of the NYSE and SEC regulatioregddition, our Board of Directors has deterrd
that Mr. Charney is the Audit Committee financigpert.

The Audit Committee’s primary responsibilities &meassist the Board of Directors’ oversight of: aacounting practices; the integrity of
our financial statements; our compliance with leyad regulatory requirements; the qualificatiom$estion, independence and performance of
our registered public accounting firm (the “indegent auditor”); and the internal audit function. Wave adopted an Audit Committee charter
defining the committee’s primary duties in a mancamsistent with the rules of the SEC and the N¥8karket standards.

Compensation Committee

The members of our Compensation Committee are Measher, Charney and Moskovitz. Mr. Asher is th@i@nan of our
Compensation Committee. The purpose of this coramit to oversee the discharge of the responghilitf our Board of Directors relating to
compensation of our executive officers. Our Compéan
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Committee also administers our incentive compeasatnd benefit plans. We have adopted a Compendatmmittee charter defining the
committee’s primary duties in a manner consistdttt We rules of the SEC and the NYSE or marketdiads.

Compensation Committee Interlocks and Insider Paitiation

No member of our Compensation Committee has beanyatime an employee of ours. None of our exeeutificers serve on the board
of directors or compensation committee of a comphayhas an executive officer that serves on mar@ of Directors or Compensation
Committee. No member of our Board of Directorsriseaecutive officer of a company in which one of executive officers serves as a
member of the board of directors or compensationraiitee of that company.

Corporate Governance

Our Board of Directors is empowered to take anjoaatecessary or desirable in view of carrying@ut corporate objective, except for
the powers specifically allocated to the generatting of shareholders by law and/or by the Articles

The Articles provide that our day-to-day managenaewt the power to represent us in such mattershaalelegated to one or more
directors, officers or other agents. The day-to-a@nagement has been delegated to our Chief Exeddfficer, Christian J. Beckett, and Ron
Moskovitz, the Chairman of our Board of Directaach of whom are authorized to represent us indalig in this regard. However, certain
matters may not be delegated by our Board of Direcincluding approval of our accounts, appro¥alwr annual budget, approval of our
policies and approval of recommendations made pycammittee of our Board of Directors.

The Articles further provide that we are bound toigethird parties in all matters by the joint sigra of a majority of our Board of
Directors. In addition, we are also bound towakdsitparties by the joint or single signature oy aerson to whom special signatory powers
have been delegated pursuant to the Articles.

All decisions to be taken by our Board of Directare subject to a quorum and vote of a majoritthefdirectors. A Chairman of the
Board is elected from the members of the Board. Ghairman has a casting vote in the event of ediie. Our Chairman of the Board is Ron
Moskovitz, who was appointed for an initial one-ytsam that ended on March 12, 2012 and was rdezldor a subsequent term expiring at
the Annual Meeting of Shareholders in 2013 at @ispeneeting of shareholders held at the Compapsiteipal executive offices in
Luxembourg on March 8, 2012.

The Board must make all decisions in our best @ssrand each director must notify the Board of@gsible conflicts between his/her
personal interests and ours. A director must nefit@m participating in any deliberation or decisiavolving such a conflict. A special report
on the relevant conflict of interest transactiofi i submitted to the shareholders at the nexégdmeeting before any vote on the matter.

As a foreign private issuer we are exempt fromagentequirements of the NYSE that are applicabld.®. listed companies. For a listing
and further discussion of how our corporate goveeagractices differ from those required of U.Snpanies on the NYSE, see Item 16G or
visit the corporate governance section of our welsti www.pacificdrilling.com.

D. EMPLOYEES
Employees
As of December 31, 2011, we and our subsidiaridsahiatal of 676 employees and 206 subcontracitvsse employees consisted of:
» 26 employees and subcontractors in constructioragement
» 718 employees and subcontractors in engineeringpachtions; an
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» 138 employees and subcontractors in finance, gliyated business development, sales and marketohgtaer administrativ
functions.

As of December 31, 2011, approximately 101 of aopleyees were located in the United States, 212 ‘omated in Korea, 375 were
located in Nigeria and 189 located in Brazil. Temainder of our employees were in various otheatlons around the world.
As of December 31, 2010, we and our subsidiaridsahiatal of 276 employees and 160 subcontracitvsse employees consisted of:
» 88 employees and subcontractors in constructioragement
» 279 employees and subcontractors in engineeringpachtions; an
. 59 employees and subcontractors in finance, syated business development, sales and marketingthed administrative
unctions.

As of December 31, 2010, approximately 75 of oupleyees and subcontractors were located in theedi8tates and 357 were located
in Korea. The remainder of our employees and subactors were in various other locations aroundwbed.

As of December 31, 2009, we and our subsidiaridsahtatal of 29 employees and 57 subcontractorss&lemployees consisted of:
» 57 employees and subcontractors in constructioragement
» 7 employees and subcontractors in engineering pachtions; an

« 22 employees and subcontractors in finance, siyated business development, sales and marketingtaed administrative
functions.

As of December 31, 2009, 63 of our employees abdmutractors were located in Korea, 17 in the Uh8éates, 1 was located in Brazil
and 5 were located in Singapore.

During 2009, we expanded management and persamogkirations, finance, human resources, informadohnology and other
corporate departments needed to market the vesmselsonduct operations.

During 2010, we continued to expand managemenpargbnnel in operations, finance, human resoungfegmation technology and
other corporate departments needed to market geelgeand conduct operations, as well as recraitddrained staff, including rig personnel,
for thePacific Bora.

During 2011, we substantially completed the manmihthe Pacific Boraand thePacific Sciroccacrews and continued manning of the
Pacific Mistraland thePacific Santa Ana

We believe that our relations with employees amdgdhe employees of one of our manpower provigteMigeria are currently
represented by unions and covered by a collectivgaining agreement. Our employees in Brazil aresatly represented by unions and
covered by a collective bargaining agreement.
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E. SHARE OWNERSHIP

The table below shows the number of common sharesflzially owned and the percentage owned of otstanding common shares for
our directors, officers and key employees as ofdd&0, 2012, and the percentage held of the totahton shares in issue. Also shown are
their interests in share options awarded to thedeuthe Pacific Drilling S.A. 2011 Omnibus Stockéntive Plan (the “2011 Stock Plan”). See
Item 6, “Compensation—Equity Compensation Plans’afdescription of the 2011 Stock Plan.

Beneficial Interest in
Common Shares

Number of
Director or Key Employee shares Percentagt
Christian J. Beckett * *
Robert F. MacChesne * *
William J. Restrept * *
Cees Van Dieme * *
Kinga E. Dorig * *
Paul T. Rees * *
Ron Moskovitz — —
Laurence N. Charne — —
Jeremy Ashe — —
Paul Wolff — —
Cyril Ducau — —
Sarit Sagiv — —
All officers and directors as a group | * *

* Owns less than 1% based on the total number ofamating common shares as of March 20, 2
(1) Includes 335,827 of options held by our senior ngenzent that are exercisable as of March 20, 2

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS
A. MAJOR SHAREHOLDERS

The following table sets forth information as of idia 20, 2012 for each shareholder whom we knoweteebcially own more than five
percent of our outstanding common shares:

Common Shares Helc

Number of
Identity of Person or Group Shares Percentagt
Quantum Pacific (Gibraltar) Limite®@ 150,000,00 69.2%

(1) Quantum Pacific (Gibraltar) Limited is a Giliealcompany and wholly owned subsidiary of QuanRanific International Limited, the
indirect ultimate owner of which is a trust in whitdan Ofer and certain members of his family &eeggrimary beneficiaries. The address
of Quantum Pacific (Gibraltar) Limited is 57/63 Eiwall Road, Gibraltai

(2) Quantum Pacific (Gibraltar) Limited has pledgeadtaltof 65,070,000 shares of common stock held bg security for a margin loa

Prior to our issuance of 60,000,000 common sharesitate investors in the 2011 Private Placem@ogntum Pacific Group owned
100% of our common shares. Immediately after cotigrieof the 2011 Private Placement, Quantum Pa@ifisup owned approximately 71.4
of our common shares. Following the completionafiaitial public offering and the exercise of thederwriter over-allotment option,
Quantum Pacific Group owned approximately 69.2%wfcommon shares. Our major shareholders do et different voting rights than our
other shareholders.

Quantum Pacific (Gibraltar) Limited has entered iatmargin loan arrangement with a financial in§tin pursuant to which it has
pledged 65,070,000 shares as collateral. In thetefea decline in the value of our
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shares, a margin call may be triggered. QuanturifieéGibraltar) Limited’s failure to promptly meetny margin calls or default under these
financing arrangements could result in the saletioer disposition of some or all of the pledgedrebawhich could result in one or more
persons other than Quantum Pacific (Gibraltar) téehiacquiring a significant voting interest in thempany.

In December 2011, the Company issued all 7,2006008mon shares reserved for issuance under ouridBeilling S.A. 2011 Omnibus
Stock Incentive Plan (“Reserve Option Shares”)rte of its wholly owned subsidiaries. These Res@pBon Shares are treated as issued but
not outstanding and are held internally for purgasieadministering our Pacific Drilling S.A. 201Tibus Stock Incentive Plan. The Reserve
Option Shares will be issued when and if the retipeoption holders submit a valid and proper eiserof their legally vested options. Prior to
issuance to any such option holders, the ResertietOphares do not have voting rights and do ndigiaate in the earnings of the Company.

As of March 20, 2012, we had only one shareholfieecord in the United States, CEDE & CO (nominéthe Depository Trust
Company) in whose name all shareholdings in theddrstates are recorded. This single shareholdercofd in the United States represented
approximately 28.6% of the total outstanding comrebares. The number of beneficial owners of ourrmomshares in the United States is
likely to be much larger than the number of redoottiers of our common shares in the United States.

B. RELATED PARTY TRANSACTIONS

Prior to the Restructuring, we received cumulativedings of approximately $1.8 billion in the fowha related party loan from Winter
Finance, a subsidiary of the Quantum Pacific Growgme of which is currently outstanding. Effectdanuary 1, 2009, Winter Finance and our
Predecessor executed an intercompany revolvingdgegement with a maximum commitment not to exé&edillion in principal borrowings
(the “Intercompany Loan Agreement”), and at suntetall outstanding amounts borrowed from WinteaRire were converted into
outstanding borrowings under the Intercompany Lagreement bearing interest at 6% per annum. Effeddlay 1, 2010, Winter Finance and
our Predecessor amended the Intercompany Loan mgreeo increase the maximum amount of borrowing®lt5 billion. In November 201
we repaid $69.4 million of the outstanding balaonehe related-party loans. On November 29, 20litalFinance assigned $655 million of
the loan receivable under the Intercompany LoarefAgrent to Quantum Pacific International Limited garent and the sole parent of our
Predecessor at such time. The $655.0 million rets#é/was then contributed by Quantum Pacific Irggomal Limited to our Predecessor, a
additional capital contribution for the common stgheld by it as sole shareholder of our PredeceSsoDecember 31, 2010, Winter Finance
assigned all then-outstanding principal and accmiedest under the Intercompany Loan Agreemerthéramount of approximately
$892.6 million, to Quantum Pacific Internationafrited. The approximately $892.6 million receivatias then cancelled by Quantum Pacific
International Limited in exchange for the issuaat#&,115,761 common shares in our Predecessor. Bamoary 1, 2011 to March 23, 2011,
the company received additional funds of $142.%ianilunder the Intercompany Loan Agreement. On M&8, 2011, Winter Finance
assigned the receivable for all outstanding priaicgmd accrued interest under the Intercompany &gaeement, in the amount of
approximately $142.8 million, to Quantum Pacifiteimational Limited. The $142.8 million receivalas then contributed by Quantum
Pacific International Limited, as an additional itapcontribution for the common shares held bgsitsole shareholder of our Predecessor. The
Intercompany Loan Agreement was terminated foll@gasoch conversion and there is currently no int@gany loans between us and Winter
Finance. During 2011, 2010 and 2009, we capitaliaegtest expense of $0.6 million, $60.1 milliordeB89.0 million, respectively, on the
related-party loan as a cost of property and eqeigmie do not expect related-party loans to beuace of funding our operations and
working capital needs going forward.

During and prior to 2009, we entered into promigswote agreements with TPDI and Transocean to TWRIdI. The promissory notes
accrued interest at LIBOR plus 2% per annum. ABedember 31, 2011 and 2010, the note receivablaadss outstanding was $0 and
$139.9 million, respectively. During 2011, 2010 &9, we recorded interest income on the promyssotes of $0.5 million, $2.0 million a
$2.1 million. As of
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December 31, 2011 and 2010, the accrued interesiveble on these promissory notes was $0 andritilibn, respectively. For more
information on the promissory note agreementspse@udited consolidated financial statements artdsnthereto included elsewhere in this
annual report.

We executed a noncancelable operating lease ir@bpt 2009 for office space in Singapore for agueof 28 months with Tanker
Pacific Management (Singapore) PTE Ltd. (“TankesifR), which may be considered an affiliated coamy. During 2011, 2010 and 2009,
rent expense under this lease was $0.3 milliorg 0llion and $0.2 million, respectively. We alsachan agreement with Tanker Pacific for
use of the services of certain Tanker Pacific eyg®s on an ad hoc basis. During 2011, 2010 and, 28@@nses for the services of Tanker
Pacific employees used by us under this arrangemerra $0.3 million, $0.5 million and $1.1 milliorespectively.

On March 30, 2011, we transferred our equity irgeire TPDI, including promissory notes, to a sulzsigof the Quantum Pacific Group.
We did not receive any consideration for the trandh connection with the TPDI Transfer, we entidréo a management agreement pursuant
to which we provide day-to-day oversight and managg services with respect to the Quantum Pacifau@'s equity interest in TPDI for a
fee of $4,000 per drillship per day, or $8,000 gegy. Unless terminated earlier in accordance ustherms, the management agreement will
remain in full force and effect in perpetuity. Timanagement agreement may be terminated by the @uardcific Group if (i) we commit any
breach of our material obligations under the mamaayg agreement, (ii) TPDI is dissolved or (iii) leantum Pacific Group sells, transfers or
otherwise disposes of all of its interest in TPTHe management agreement may be terminated by(iish& Quantum Pacific Group fails to
pay amounts due to us or (ii) the Quantum Pacifisup commits any breach of its material obligatiander the management agreement.
During 2011, 2010 and 2009, management fee incdriig.a2 million, $0 and $0, respectively, was re@atdh other income (expense) within
our consolidated statements of operations. As aebwer 31, 2011, $0.7 million due from Quantum fRa@roup is included in accounts
receivable within our consolidated balance sheets.

The joint venture agreements relating to TPDI pilevQuantum Pacific Group with a put option thadwal it to exchange its 50% interest
in TPDI for shares of Transocean Ltd. or cash@irahase price based on an appraisal of the faieva the two vessels owned by TPDI,
subject to various customary adjustments. In castjan with the TPDI Transfer and a related amendrteethe Original Project Facilities
Agreement, a subsidiary of the Quantum Pacific @rguaranteed to the lenders that any proceedstfreraxercise of the put option relating
the equity interest in TPDI will be used to prepaysecure the Project Facilities Agreement. In eration for this guarantee, we agreed to
pay the Quantum Pacific Group a fee of 0.25% pauanon the outstanding borrowings on the Projectliias Agreement. During the years
ended December 31, 2011, 2010 and 2009, guaraesef $1.9 million, $0 and $0, respectively, wiarirred of which $1.5 million, $0 and
$0, respectively, were recorded to property andpegent as capitalized interest costs. As of Decer8lhe2011 and 2010, $0.8 million and $0
due to Quantum Pacific Group is included in accrinégrest payable. The Quantum Pacific Group iserly negotiating for the release of this
guarantee and we expect that such guarantee widlleased during the second quarter of 2012. Orugep?29, 2012, the Quantum Pacific
Group irrevocably exercised the put option. Thechase price is subject to negotiation and, failiggeement, will be determined based on an
appraisal of the fair value of the two TPDI drilisé after taking into account outstanding Joint de& indebtedness (as defined in the put
option agreement).

We have marketing and logistic services agreemeitisDerotech, a Company which may be consideredffiiate due to the nature of
our relationship with Derotech described at IterfQ¥ganizational Structure— Joint Venture, Agenoyl &ponsorship Relationships.” During
2011, 2010 and 2009, we incurred fees of $3.1 onilli50.2 million and $0, respectively, under thekating and logistic services agreements.

In connection with the Pacific Bora and Pacific afina contracts with Chevron, the Quantum Pa@fioup has guaranteed, subject to
certain excuses from guarantee, prompt and pragéonmance by us of all obligations under the ihdjlcontract. The Quantum Pacific Group
guarantee to Chevron includes any payments du&éoron, indemnification with respect to certaireltgctual property, satisfaction of any
patent
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infringement judgment and a provision to substitutiilling unit if one is available on substantiadimilar terms and thBacific Santa Anar
the Pacific Borais rendered unavailable.

On November 16, 2011, we entered into a registiatghts agreement with regard to the 150,000,@reon shares currently owned
our controlling shareholder and affiliate, QuantBacific Group, as well as any shares that Quantacifi® Group purchases in the future.

In February 2012, the Quantum Pacific Group pureti@10 million of the Senior Unsecured Bonds issagegart of our 2012 Bond
Offering. See Item 5, “Liquidity and Capital Resces—Description of Indebtedness—=8.25% Senior UnselcBonds” for a description of the
2012 Bond Offering.

C. INTERESTS OF EXPERTS AND COUNSEL
Not applicable.

ITEM 8.  FINANCIAL INFORMATION
A. CONSOLIDATED STATEMENTS AND OTHER FINANCIAL INFO RMATION
See Item 18, “Financial Statements” within this @elrreport.

Legal Proceedings

It is to be expected that we and our subsidiaridis@ routinely involved in litigation and dispwtearising in the ordinary course of our
business. We do not believe that ultimate liahilityny, resulting from any such pending litigatiwill have a material adverse effect on our
financial condition or results of operations. Aglvé date hereof, we are not involved in any segdall proceedings.

Dividend Policy

We have not paid a dividend on our common shaesh) or otherwise, and we do not intend to do shérimmediate future.
Additionally, our Project Facilities Agreement mésis the entities that own theacific Bora, thePacific Sciroccq thePacific Mistraland the
Pacific Santa Anifrom distributing cash to us until January 2014jclitmay restrict our ability to make dividends tar shareholders. Under
terms of our 2012 Bond Offering, we are restridteth paying dividends exceeding 50% of consolidatetincome for the preceding fiscal
year. See Item "Liquidity and Capital Resources—Description of éfdedness” for a more detailed description of énms$ of our Project
Facilities Agreement and 2012 Bond Offering.

The payment of future dividends, if any, will beeenined by us in light of conditions then existimgcluding our earnings, financial
condition, capital requirements, restrictions iisérg and future financing agreements, businesslitions and other factors. Pursuant to our
Articles, the Board of Directors has the powerigirtbute interim dividends in accordance with aggble Luxembourg law. Dividends may be
lawfully declared and paid if our net profits andtdbutable reserves are sufficient under Luxermgdaw. Under Luxembourg law, at least !
of our net profits per year must be allocated ®dteation of a legal reserve until such resergeréached an amount equal to 10% of our
issued share capital. If the legal reserve subselyulls below the 10% threshold, at least 5%nef profits again must be allocated toward the
reserve. The legal reserve is not available faribigion.

We intend to make a dividend to holders of our cammshares as soon as we determine it is prudeftt $o, taking into account capital
expenditures, targeted growth and performance osetsind restrictions imposed under our 2012 Borfdridf and on cash distributions to us
by certain of our subsidiaries under the termsusfRroject Facilities Agreement and any additiateht financing we enter into in connection
with the construction of thBacific Khamsin thePacific Sharay, our seventh drillship and any additional drilfshive may construct or
acquire.
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B. SIGNIFICANT CHANGES
On February 6, 2012, theacific Mistralentered service in Brazil under a three-year contréth a subsidiary of Petrobras.

In February 2012, the company recognized an additi$23.7 million in loss of hire insurance recgveglated to théacific Scirocca

In February 2012, we completed a private placera&$800 million in aggregate principal amount 8% senior unsecured U.S. dollar
denominated bonds due in 2015 to eligible purclsadédre bonds bear interest at 8.25% per annumbppagamiannually on February 23 and
August 23 of each year and mature on February @3 .2Ne expect to use the net proceeds from thdsbfum company growth, working
capital and general corporate requirements.

In March 2012, we exercised our option and enteredan agreement with SHI for the constructiomof seventh drillship, which we
expect to be delivered in the second quarter 01201

ITEM9. THE OFFER AND LISTING
A. OFFER AND LISTING DETAILS

Shares of our common stock have traded on the NpanweOTC List since April 5, 2011 under the symtRIDSA.” Shares of our
common stock commenced trading on the NYSE on Néreerhl, 2011 under the symbol “PACD.” The NY SEtigtis intended to be the
Company’s primary listing and the Norwegian OTG@itlig is intended to be the Company’s secondaringst

On March 20, 2012, the closing price of our comrabares on the NYSE was $10.79 per share and dvdiveegian OTC was 60.00
NOK per share

The following table sets forth the monthly high dod intraday sale prices for our common shareepsrted on the NYSE and
Norwegian OTC List since the day our common sheoesmenced trading

Price Per Common Share

NYSE NOTC

Fiscal Year Ended High Low High Low

December 31, 2011 (US$) (US$) (NOK) (NOK)
Decembe 9.62 8.2t 52.5( 47.0C
November® 8.8¢ 7.6¢€ 49.5( 47.0C
October 51.0( 45.0C
Septembe 53.0( 46.5(
August 47.0C 35.0(
July 48.0( 44.5(
June 50.0( 42.0C
May 50.5( 45.8¢
April @ 60.0C 9.7¢

(1) November 11, 207-November 30, 2011 for NYS
(2) April 5, 2013-April 29, 2011 for NOTC

B. PLAN OF DISTRIBUTION
Not applicable.

C. MARKETS
Our common shares currently trade on the NYSE hadNbrwegian OTC under the symbol “PACD” and “PD'Sikspectively.
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D. SELLING SHAREHOLDERS
Not applicable.

E. DILUTION
Not applicable.

F. EXPENSES OF THE ISSUE
Not applicable.

ITEM 10.  ADDITIONAL INFORMATION
A. SHARE CAPITAL
Not applicable.

B. MEMORANDUM AND ARTICLES OF ASSOCIATION

Our Amended and Restated Articles of Associatioreviided as Exhibit 3.2 to the Company’s RegistatStatement on Form F-1
(Registration No. 333-177774), which was filed wiltle Securities and Exchange Commission on Noveihlkigd11, and are hereby
incorporated by reference into this Annual Report.

Description of Share Capital

The following is a summary of our share capital gralrights of the holders of our common sharesdah&material to an investment in
our common shares. These rights are set forthrirAdicles or are provided by applicable Luxembolag, and these rights may differ from
those typically provided to shareholders of U.Snpanies under the corporation laws of the varidates of the United States. This summary
does not contain all information that may be imaotto you.

Our share capital is comprised of common sharesfAdarch 20, 2012, an aggregate of 216,900,000ncomshares, accounting par
value $0.01 and without nominal value, were issaredi outstanding. Each of our outstanding commoreshentitles its holder to one vote at
any general meeting of shareholders.

Quantum Pacific (Gibraltar) Limited has enterediatmargin loan arrangement with a financial in§tin pursuant to which it has
pledged 65,070,000 shares as collateral. In thetefex decline in the value of our shares, a nmacgil may be triggered. Quantum Pacific
(Gibraltar) Limited’s failure to promptly meet anyargin calls or default under these financing agesments could result in the sale or other
disposition of some or all of the pledged shardsgchvcould result in one or more persons other Baantum Pacific (Gibraltar) Limited
acquiring a significant voting interest in the Cang.

To our knowledge, as of March 20, 2012, there aradditional shareholders’ arrangements or agretntlea implementation or
performance of which could, at a later date, reisudt change in the control of us in favor of adiperson other than the current controlling
shareholder, an entity controlled by the QuantuwifeaGroup.

Our common shares are governed by Luxembourg lawoanArticles. More information concerning shareleos’ rights can be found in
the Luxembourg law on commercial companies dateguati10, 1915, as amended from time to time, amdidicles.

General

We are a Luxembourgpciété anonymg@ joint stock corporation). Our legal name is ‘fadrilling S.A.” We were incorporated on
March 11, 2011.

Pacific Drilling S.A. is registered with the Luxemlrg Registry of Trade and Companies under the enh59658. Our registered
office is located at 37, rue d’Anvers, L-1130 Luxeoarg, Grand Duchy of Luxembourg.
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Our corporate object, as stated in Article 3 (Coap® object) of our Articles, is the following: Ti@®mpany’s object is the acquisition of
participations, in Luxembourg or abroad, in any pamy or enterprise in any form whatsoever, andrtheagement of those participations.
Company may in particular acquire, by subscriptfmurchase and exchange or in any other manneistank, shares and other participation
securities, bonds, debentures, certificates of siepad other debt instruments and, more geneiatly,securities and financial instruments
issued by any public or private entity. It may p&Apate in the creation, development, managemeshicantrol of any company or enterprise.
Further, it may invest in the acquisition and mamagnt of a portfolio of patents or other intellettproperty rights of any nature or origin.

Under our Articles, we may borrow in any form. Waynissue notes, bonds and any kind of debt andyesgdurities. We may lend
funds, including, without limitation, the proceeafsany borrowings, to our subsidiaries, affiliatampanies and any other companies. We may
also give guarantees and pledge, transfer, encuonlmherwise create and grant security over sona#l of our assets to guarantee our own
obligations and those of any other company, andeggly, for our own benefit and that of any otbempany or person. We may not, however,
carry out any regulated financial sector activitigthout having obtained the requisite authorizatio

We may use techniques, legal means and instrurt@ntanage our investment efficiently and to protesselves against credit risks,
currency exchange exposure, interest rate riskotrat risks.

We may carry out any commercial, financial or indasoperation and any transaction with respecetd estate or movable property,
which directly or indirectly, favors or relatesdar corporate object.

Share Capital

As of March 20, 2012, our issued share capital artsoto $2,241,000, represented by 224,100,000 consghares and 216,900,000
common shares issued and outstanding, par val@d $0d without nominal value. We are authorizeg$ae $50,000,000 of share capital
(such amount including the currently issued shapetal of $2,241,000) and are authorized to issu#15,000,000,000 common shares, having
an accounting par value of $0.01 and without noininlue (such number of shares including the 223,a@0 shares already issued), out of
such authorized share capital.

Under Article 5 of our Articles, our share capitas set on incorporation at $50,000, representegDiJ00 shares in registered form
without nominal value. On March 30, 2011, the s#lareholder, Quantum Pacific (Gibraltar) Limitedlcha general meeting to approve
amending the Company’s Articles to authorize thamf Directors, for a period of five years, teue up to $50,000,000 of share capital
(inclusive of current share capital of the Compa@r) March 30, 2011, our Board of Directors resdli@split the outstanding 50,000 comn
shares into 5,000,000 common shares, without ndmatae. These common shares are held by Quantaifidc@ibraltar) Limited. In
addition, on March 30, 2011, our Board of Directesolved for Quantum Pacific (Gibraltar) Limitexliecome the indirect sole shareholde
all issued common shares of our Predecessor ireegehfor the issuance of 145,000,000 of our comshames. As of March 31, 2011, our
common shares consisted of 150,000,000 issuedwrthnding common shares, having an accountingglae $0.01, all of which are held by
an entity controlled by Quantum Pacific (Gibralthitnited. In connection with the 2011 Private Plaent, we issued 60,000,000 common
shares to international and U.S. investors forgpmeceeds of $600 million. Following completiontioé 2011 Private Placement, our share
capital consisted of 210,000,000 common sharegdsand outstanding.

In November 2011, the Company completed an inptiddlic offering of 6,000,000 common shares. In Deloer 2011, the underwriters
purchased an additional 900,000 common shares anirsuthe full exercise of an over-allotment opti@he initial public offering resulted in
net proceeds of approximately $50.3 million. In Bber 2011, the Company also issued 7,200,000 consheres to one of our wholly-
owned subsidiaries, which represents 3.3% of otstanding common shares. These common sharesldri lieeasury for purposes of
administering our Pacific Drilling S.A. 2011 OmnibBtock Incentive Plan.
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As of December 31, 2011, the Company’s share daptesisted of 5,000,000,000 common shares auttband 216,900,000 common
shares issued and outstanding of which approximé&&PR% is held by Quantum Pacific (Gibraltar) Lied.

Form and Transfer of Shares

Our shares are issued in registered form only amdreely transferable, subject to any restrictitired may be provided for in our Articles
or in any agreement entered into between sharefsoldexembourg law does not impose any limitationghe rights of Luxembourg or non-
Luxembourg residents to hold or vote our shares.

Issuance of Shares

Pursuant to Luxembourg law, the issuance of oursomshares requires the approval by the generdimgesf shareholders at the
guorum and vote requirements provided for the ammamd of our Articles. The general meeting of shaléérs may, however, approve an
authorized unissued share capital and authorizbdhed of directors to issue shares up to the maxiramount of such authorized unissued
share capital for a maximum period of five yeawsifrthe date of publication in the Luxembourg oflajazette of the minutes of the relevant
general meeting. The general meeting may amendywen extend such authorized share capital andéaétion to the board of directors to
issue shares.

Pursuant to Article 5.3 of our Articles, our BoarfiDirectors is authorized, for a period of fiveaye from the publication of our
incorporation deed on March 11, 2011, to increbsectirrent share capital once or more up to $500000by the issue of new shares having
the same rights as the existing shares, or witAoytsuch issue. Accordingly, our Board of Directmi@y issue up to 4,775,900,000 common
shares until March 11, 2016 against contributiensash, contributions in kind or by way of incorgidon of available reserves at such times
and on such terms and conditions, including theeigsice, as our Board of Directors or its delegatay in its or their discretion resolve while
waiving, suppressing or limiting any pre-emptivéseription rights of shareholders provided for & lto the extent it deems such waiver,
suppression or limitation advisable for any issuessues of shares within the authorized shardalapi

Under Luxembourg law, our Board of Directors, atudy appointed representative of our Board of Oiwes;, is required to go before a
Luxembourg notary within one month following aniiease of our share capital by our Board of Dirextorecord the share capital increas:
notarial deed.

Under Luxembourg law, shareholders iaaziété anonymieave a preferential right to subscribe for shagsgaéd on the occasion of a
share capital increase, where such shares aresiahiseribed for in cash. Article 5.3 of our Artglémits this right in relation to our
shareholders by granting our Board of Directordiattation to increase the current share capitahbyissue of new shares having the same
rights as the common shares, and to limit or wildthe shareholders’ preferential subscriptiontsgin such increase. This authorization is
valid for a period of five years from the publiaatiof our incorporation deed on March 11, 2011; éesv, such authorization may be renewed
by a resolution passed at an extraordinary gemegating of the shareholders. The general meetishafeholders also has the power to limit
or withdraw the shareholders’ preferential subgimiprights under certain circumstances as seh fander Luxembourg law.

Our Articles provide that no fractional shares rbayissued.
Our common shares have no conversion rights, aareé tire no redemption or sinking fund provisiongliapble to our common shares.
We cannot subscribe for our own shares.

Capital Reduction

Our Articles provide that the issued share capitay be reduced, subject to the approval by thergeneeting of shareholders and the
quorum and vote requirements provided for the ammamd of our Articles.
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General Meeting of Shareholders

In accordance with Luxembourg law and our Artickesy regularly constituted general meeting of shalders represents the entire body
of shareholders of the Company. The general meatisdull power to adopt and ratify all acts anérmgions which are consistent with our
corporate object.

The annual general meeting of shareholders isdtel®:00 a.m. (Luxembourg time) on the second MgradaMay of each year in
Luxembourg. If that day is a legal or banking halidthe meeting will be held on the immediatelydaiing business day. Other general
meetings of shareholders may be convened at amy tim

Each of our common shares entitles the holder tfie¢oeattend our general meeting of shareholdéftserein person or by proxy, to
address the general meeting of shareholders, aexktaise voting rights, subject to the provisiohsur Articles. Each share entitles the hol
to one vote at a general meeting of shareholdéwselis no minimum shareholding required to be &bkttend or vote at a general meeting of
shareholders.

Luxembourg law provides that our Board of Directisrsbligated to convene a general meeting of $ivdders if shareholders
representing, in the aggregate, 10% of the isshackscapital so require in writing with an indicattiof the agenda. In such case, the general
meeting of shareholders must be held within onetmofthe request. If the requested general meetirstpareholders is not held within one
month, shareholders representing, in the aggrej@%,of the issued share capital may petition trapetent president of the district court in
Luxembourg to have a court appointee convene thetinge Luxembourg law provides that shareholdepsegenting, in the aggregate, 10% of
the issued share capital may request that addititemas be added to the agenda of a general meetisigareholders. That request must be
made by registered mail sent to our registered¢®fiit least five days before the holding of theegglhmeeting of shareholders.

Voting Rights
Each common share entitles the holder thereof éovoite at a general meeting of shareholders.

Luxembourg law distinguishes between “ordinary” ggeh meetings of shareholders and “extraordingsrieral meetings of sharehold

Extraordinary general meetings of shareholdersangened to resolve in particular upon an amendtoendir Articles and certain other
limited matters described below and are subjetiteaqquorum and vote requirements described beldvatler general meetings of
shareholders are ordinary general meetings of bhlters.

Ordinary General Meetings of Shareholdes$.an ordinary general meeting of shareholdersetieno quorum requirement, and
resolutions are adopted by a simple majority ofutbies validly cast, irrespective of the numbesliudires present or represented. Abstentions
are not considered “votes.”

Extraordinary General Meetings of Shareholdeka. extraordinary general meeting of shareholdersvened for the purpose of (a) an
increase or decrease of the authorized or issus® slapital, (b) a limitation or exclusion of pre#ive rights, (c) approving a legal merger or
de-merger of the Company, (d) dissolution of thenPany or (e) except as described immediately bedawgamendment of our Articles must
have a quorum of at least 50% of our issued shagritat, except in limited circumstances providedtp Luxembourg law. If such quorum is
not reached, the extraordinary general meetingpafeholders may be reconvened, pursuant to appteprotification procedures, at a later
date with no quorum requirement applying.

Irrespective of whether the proposed actions desdrin the preceding paragraph will be subjectvote at the first or a subsequent
extraordinary general meeting of shareholders, sgtibns are subject to the approval of at leastttvirds of the votes validly cast at such
extraordinary general meeting of shareholders (@dcelimited circumstances provided for by Luxembglaw). Abstentions are not
considered “votes.”
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Appointment and Removal of Directokéembers of our Board of Directors may be electedilnyple majority of the votes validly cast at
any general meeting of shareholders. Under ouclsj all directors can be elected for a periodpfo six years with such possible extension
as provided therein, provided that currently eacbctbr is serving a one-year term set to expir&pnil 2013, as the case may be. Any director
may be removed with or without cause by a simpl@ntg vote at any general meeting of shareholdérte office of a director becomes
vacant, our Articles provide that the other direst@acting by a simple majority, may fill the vacgron a provisional basis until a new director
is appointed at the next general meeting of shideha

Neither Luxembourg law nor our Articles contain aegtrictions as to the voting of our common shageson-Luxembourg residents.

Amendment to Our Articles of Association

Luxembourg law requires an extraordinary generating of shareholders to resolve upon an amendtoentr Articles. The agenda of
the extraordinary general meeting of shareholderstindicate the proposed amendments to the Asticle

An extraordinary general meeting of shareholdersrened for the purpose of amending our Articlestrhage a quorum of at least 50%
of our issued share capital. If such quorum isreathed, the extraordinary general meeting of sladdlers may be reconvened at a later date
with no quorum according to the appropriate nadifien procedures. Irrespective of whether the psegamendment will be subject to a vote
at the first or a subsequent extraordinary gemagadting of shareholders, the amendment is sulgebetapproval of at least two-thirds of the
votes cast at such extraordinary general meetirspafeholders.

Any resolutions to amend our Articles must be talefore a Luxembourg notary and such amendmentslmysublished in accordance
with Luxembourg law.

Merger and Division

A merger by absorption whereby a Luxembourg compafigr its dissolution without liquidation, traes$ to another company all of its
assets and liabilities in exchange for the issuéamt¢le shareholders of the company being acquifstiares in the acquiring company, or a
merger effected by transfer of assets to a nevdgrjporated company, must, in principle, be apprdwedn extraordinary general meeting of
shareholders of the Luxembourg company to be hefldre a notary. Similarly the de-merger of a Luxenony company is generally subject to
the approval by an extraordinary general meetinghafeholders.

Liquidation

In the event of our liquidation, dissolution or wing-up, the assets remaining after allowing fer playment of all liabilities will be paid
out to the shareholders pro rata to their respedaiareholdings. The decision to voluntarily liqie dissolve or wind-up require the approval
by an extraordinary general meeting of shareholttebe held before a notary.

No Appraisal Rights
Neither Luxembourg law nor our Articles provide fory appraisal rights of dissenting shareholders.

Distributions

Subject to Luxembourg law, each share is entitbeplatrticipate equally in distributions if and wheeclared by the general meeting of
shareholders out of funds legally available fortsparposes. Pursuant to our Articles, the geneeatimg of shareholders may approve
distributions and our Board of Directors may deelaterim distributions, to the extent permittedLiuxembourg law.
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Declared and unpaid distributions held by us ferdbocount of the shareholders shall not bear isttedinder Luxembourg law, claims for
unpaid distributions will lapse in our favor fivegrs after the date such distribution has beerarkztl

Annual Accounts

Each year our Board of Directors must prepare drameounts, that is, an inventory of our assetsl@dities, together with a balance
sheet and a profit and loss account. Our Boardirgdibrs must also prepare management reportsyeseton the annual accounts. The annual
accounts, the management report and the audigptarts must be available for inspection by shadsrslat our registered office at least 15
calendar days prior to the date of the annual gémneeeting of shareholders.

The annual accounts, after approval by the anrera i@l meeting of shareholders, will need to klfikith the Luxembourg registry of
trade and companies within seven months of theeaddshe financial year.

Information Rights

Luxembourg law gives shareholders limited rightg&pect certain corporate records 15 calendar pagsto the date of the annual
general meeting of shareholders, including the ahaccounts with the list of directors and audittine notes to the annual accounts, a list of
shareholders whose shares are not fully paid-epmtiinagement reports and the auditor’s report.

The annual accounts, the auditor’s reports andndneagement reports are sent to registered shaegb@ltithe same time as the
convening notice for the annual general meetinghafeholders. In addition, any registered sharehdddentitied to receive a copy of these
documents free of charge 15 calendar days prithre@a@ate of the annual general meeting of sharehelgbon request.

Under Luxembourg law, it is generally accepted thahareholder has the right to receive responsgsestions concerning items on the
agenda for a general meeting of shareholders if segponses are necessary or useful for a shasgholdhake an informed decision
concerning such agenda item, unless a responsehagsiestions could be detrimental to our interests

Transfer Agent and Registrar
The transfer agent and registrar for our commoneshia American Stock Transfer & Trust Company, LLC

Equity Instruments and Other Arrangements Affectirtequity

Our Predecessor adopted the 2009 Plan, which grdviat the granting of stock options, stock appaten rights, restricted shares,
restricted share units and other equity-based wityecelated awards to directors, officers, empkyand consultants. On March 31, 2011, we
substituted all outstanding awards under the 2080 With new awards of options to purchase comniames under the 2011 Plan. The
Substitution took into account the fair market eabf the common shares at the time of the SulistituOn March 31, 2011, we also granted
new stock options under the 2011 Plan to membeosiogenior management and other key employeeseXéreise price of the new stock
options and those granted in the Substitution vil@s0P per share, the purchase price under the Rfitdte Placement. The total number of
stock options currently outstanding (which includesv stock options as well as those granted irStiestitution) is 2,788,596. All options
expire on the earliest of (i) ten years after theedf grant, (ii) 90 days after the employee ceés@rovide services to us or one of our
affiliates, or (iii) 6 months following the emplogis death. Concurrent with the Substitution, weniaated the 2009 Plan and no new awards
will be made under that plan. Additionally, we hayranted awards of 12,000 restricted stock unitieuthe 2011 Plan to members of our
Board of Directors. These restricted stock unité lvé settled in shares of our stock and will vegtr a period of four years. See Item 6,
“Compensation—Equity Compensation Plans” for adddil information regarding the 2009 and 2011 Plans.
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C. MATERIAL CONTRACTS

The Company has no material contracts other thasetkentered in the ordinary course of businessrars#® described in our description
of indebtedness. See Item 5, “Liquidity and CagRakources—Description of Indebtedness.”

D. EXCHANGE CONTROLS

There are no legislative or other legal provisiongently in force in Luxembourg or arising underr érticles of Association that restrict
the payment of dividends to holders of Pacific Drj S.A. shares not resident in Luxembourg, exéeptegulations restricting the remittance
of dividends and other payments in compliance Witlited Nations and European Union sanctions. Thegeno limitations, either under the
laws of Luxembourg or in the Articles of Associatj@n the right of non Luxembourg nationals to hmidrote Pacific Drilling S.A. shares.

E. TAXATION
Material Luxembourg Tax Considerations for U.S. Hotlers of Common Shares

The following is a summary discussion of certairdrabourg tax considerations that may be applicabld.S. Holders as a result of
owning or disposing of our Common Shares. This doépurport to be a comprehensive descriptionliobfethe tax considerations that may
relevant to any of our Common Shares, and doepumort to include tax considerations that ariserfr rules of general application or that
are generally assumed to be known to holders. disussion is not a complete analysis or listinglbbf the possible tax consequences of
such transactions and does not address all taxiderstions that might be relevant to particular dets in light of their personal
circumstances or to persons that are subject teigpeax rules.

It is not intended to be, nor should it be constirte be, legal or tax advice. The summary is nbaeastive and we strongly encourage
shareholders to consult their own tax advisorsathe Luxembourg tax consequences of the owneasldiglisposition of our Common Shares.
The summary applies only to U.S. shareholders wih@wn our Common Shares as capital assets ang do€ apply to other categories of
shareholders, such as dealers in securities, testasurance companies, collective investmentsel@nd shareholders who have, or whc
deemed to have, acquired their Common Shares ioapial of our Common Shares by virtue of an effic employment.

This discussion is based on the laws of the Grandk of Luxembourg, including the Income Tax A@&fember 4, 1967, as amended,
the Municipal Business Tax Act of December 1, 188@&mended and the Net Wealth Tax Act of Octabet934, as amended, to which we
jointly refer to as the Grar-Duchy of Luxembourg, including the regulationsmrdgated thereunder, and published judicial decisiand
administrative pronouncements, each as in effe¢herdate of this annual report or with a knowrufeteffective date and is subject to any
change in law or regulations or changes in intetpt®n or application thereof (and which may posgitave a retroactive effect). However,
there can be no assurance that the Luxembourguthoaties will not challenge any of the Luxembotag considerations described below; in
particular, changes in law and/or administrativeagtice, as well as changes in relevant facts ancloistances, may alter the t
considerations described below. Prospective invesice encouraged to consult their own professi@ulisors as to the effects of state, local
or foreign laws and regulations, including Luxemigptax law and regulations, to which they may blejsct.

For purposes of this summary, a “U.S. Holder” meamy investor in our Common Shares who is a Urtitiedes resident within the
meaning of Article 4 of the double tax treaty & @il 1996 concluded between Luxembourg and theedribtates (the “Treaty”) and entitled
to all the benefits of the Treaty pursuant to Aetiz4 of the Treaty.
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Tax Regime Applicable to Realized Capital Gains
U.S. Holders

U.S. Holders will be subject to the following Luxbourg tax treatment in relation to capital gainshia cases described below (among
others):

* Anindividual who is a U.S. Holder of Common Shafasd who does not have a permanent establisha@etrmaner
representative or a fixed place of business in mb@urg to which the Common Shares are attributatilepot be subject to
Luxembourg taxation on capital gains arising upispasal of such Common Shares pursuant to Arti¢lé5) of the Treaty. A
corporate U.S. Holder, which has a permanent gstabént, a permanent representative or a fixecepdhibusiness in Luxembourg
to which our Common Shares are attributable, véltéquired to recognize capital gains (or lossdéh@asase may be) on the sale of
such Common Shares, which will be subject to cat@income tax and municipal business tax. Howeyans realized on the sale
of the Common Shares may benefit from the exempmromided for by Article 166 of the Luxembourg Imge Tax and the Grand-
Ducal Decree of December 21, 2001 (as amended ooh\84.,, 2004) provided that at the time of the dégp of the Common
Shares (a) the US Holder (acting through its peenairepresentative or fixed place of business ixelbourg) of Common Shares
holds a stake representing at least 10% of our$btxe capital or a cost price of at least €6 QM and (b) such qualifying
shareholding has been held for an uninterrupteidgerf at least 12 months or the US Holder (acthmgugh its permanent
representative or fixed place of business in Luxeund) undertakes to continue to own such qualifighgreholding until such time
as the U.S. Holder (acting through its permanegmtasentative or fixed place of business in Luxemgphbas held our Common
Shares for an uninterrupted period of at least dths. In certain circumstances, the exemption neayapply in part or in full; for
example; the capital gains exemption (for gainsifagion an alienation of the Common Shares) doeapply to the amount of
previously tax deducted expenses and -offs related to these Common Shai

» Acorporate U.S. Holder, which has no permanertbéishment in Luxembourg to which the Common Sharesattributable, will
not be subject to Luxembourg taxation on capitagdgarising upon disposal of such Common Sharesuamt to Article 14 (5) of
the Treaty

Tax Regime Applicable to Distributions
Luxembourg Withholding Tax

A Luxembourg withholding tax of 15% (17.65% if t&vidend tax is not charged to the shareholdedyis on dividends and similar
distributions to our holders (subject to the exieyt discussed under “—Exemption from Luxembourghiblding Tax” below). Absent an
exception, we will be required to withhold at suake from distributions to the shareholder and quagh withheld amounts to the Luxembourg
tax authorities.

Exemption from Luxembourg Withholding Tax

Dividends and similar distributions paid to U.S.ltkrs may be exempt from Luxembourg dividend witbha tax if: (1) the U.S.
Holder is a qualifying corporate entity holdingtake representing at least 10% of our total shap&a or which acquired the Common Shares
for at least €£,200,000 (or its equivalent amount in a foreigrrency); and (2) the U.S. Holder has either heisl gualifying stake in our capit
for an uninterrupted period of at least 12 montith@time of the payment of the dividend or unaless to continue to own such qualifying
shareholding until such time as it has held the @om Shares for an uninterrupted period of at l#dshonths. The U.S. Holder will be a
qualifying corporate entity for the exemption mengd above if it is fully subject to a tax in thaitéd States that corresponds to Luxembourg
corporate income tax.

Under current Luxembourg tax law, payments to di@ders in relation to a reduction of share capitadhare premium are not subjec
Luxembourg dividend withholding tax if certain catimhs are met, including,
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for example, the condition that we do not haveritistable reserves or profits. If we have, at theetof the payment to shareholders with
respect to their Common Shares, distributable veseor profits, a distribution of share capitakbare premium will be recharacterized for
Luxembourg tax purposes as a distribution of seslenves or earnings subject to withholding taxeBam the above, if certain conditions are
met, it can be expected that a substantial amdysatential future payments to be made by us mayacubject to Luxembourg withholding
tax.

Reduction of Luxembourg Withholding Tax

U.S. corporate Holders may claim application oéduced Luxembourg dividend withholding tax at & i@t5% under the conditions
provided for by Article 10 (2) (a) (i) of the Treat.e., shareholding of at least 10% of the vositgck of the distributing company without
minimum holding period in relation to these shares.

Net Wealth Tax
U.S. Holders

Luxembourg net wealth tax will not be levied on &UHolder with respect to the Common Shares utifess€ommon Shares are
attributable to an enterprise or part thereof wisctarried on through a permanent establishmeied place of business or a permanent
representative in Luxembourg, in which case an gtim may apply based on Paragraph 60 of the La@atbber 16, 1934 on the valuatior
assets (Bewertungsgesetz),

Registration Tax/Stamp Duty

No registration tax or stamp duty will be payabyeabU.S. Holder of Common Shares in Luxembourglgalpon the disposal of
Common Shares by sale or exchange.

Estate and Gift Taxes

No estate or inheritance tax is levied on the firnsf Common Shares upon the death of a U.S. Hafi€ommon Shares in cases wh
the deceased was not a resident of Luxembourgff@ritance tax purposes, and no gift tax is levigon a gift of Common Shares if the gift is
not passed before a Luxembourg notary or recomleddieed registered in Luxembourg.

THE LUXEMBOURG TAX CONSIDERATIONS SUMMARIZED ABOVE ARE FOR GENERAL INFORMATION ONLY. EACH
PACIFIC DRILLING S.A. SHAREHOLDER IS ENCOURAGED TO CONSULT HIS OR HER TAX ADVISOR AS TO THE
PARTICULAR CONSEQUENCES THAT MAY APPLY TO SUCH SHAR EHOLDER.

Material U.S. Federal Income Tax Considerations foHolders of Common Shares

The following is a discussion of the material U&leral income tax considerations relating to theepase, ownership and disposition of
our Common Shares. This discussion is based ugoprtvisions of the Internal Revenue Code of 188Gmended (the “Code”), existing and
proposed Treasury Regulations thereunder, juddcigiority and administrative interpretations, athefdate hereof, all of which are subject to
change, possibly with retroactive effect, or argjasct to different interpretations. There can beaasurance that the Internal Revenue Service
(“IRS”) will take a similar view of such consequesc and we have not obtained, nor do we intendtaim, a ruling from the IRS with respect
to the U.S. federal income tax consequences gbthehase, ownership and disposition of the Comniares. This discussion is limited to
beneficial owners that hold our Common Shares apital assets” (generally, property held for investt).
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This discussion does not address all U.S. fedecalme tax considerations that may be relevanip@récular holder based on its
particular circumstances, and you are encouragedrtsult your own independent tax advisor regargimgr specific tax situation. For
example, the discussion does not address the tesideyations that may be relevant to U.S. Holdespiecial tax situations, such as:

» dealers in securities or currenci

* insurance companie

* regulated investment companies and real estatstimeat trusts

e tax-exempt organization:

» brokers or dealers in securities or currenciesteadbrs in securities that elect to mark to mat

» certain financial institutions

» partnerships or other pithrough entities and holders of interests thet

* holders whose functional currency for U.S. fedarabme tax purposes is not the U.S. dol

* U.S. expatriates

» individual retirement accounts and other tax def@accounts

» holders that acquired our Common Shares in compansi@ansactions

* holders that hold our Common Shares as part oflgéhestraddle or conversion or other integrateastation; ol

» holders that own, directly, indirectly, or constiuely, 10% or more of the total combined votingnygw of the Company
This discussion does not address the alternatimémim tax consequences of holding Common Shareseder, this discussion does

not address the state, local or non-U.S. tax caresemes of holding our Common Shares, or any agpétiS. federal tax law other than U.S.
federal income taxation.

You are a “U.S. Holder” if you are a beneficial avrof our Common Shares and you are, for U.S. &decome tax purposes:
* anindividual who is a citizen or resident of theildd States

* acorporation, or any other entity taxable as paation, created or organized in or under the lafathe United States or any State
thereof, including the District of Columbi

* an estate, the income of which is subject to UeBefal income taxation regardless of its sourc

* atrust (a) if a court within the United Stateslide to exercise primary supervision over its adstiation and one or more United
States persons (as defined in the Code) have therity to control all of its substantial decisioms(b) that has a valid election in
effect under applicable Treasury Regulations ttrémted as a U.S. persc

You are a “Non-U.S. Holder” for purposes of thisaission if you are a beneficial owner of our Comr8bares that is an individual,
corporation, estate or trust that is not a U.Sdenl

If a partnership (or an entity or arrangement gdats a partnership for U.S. federal income tapgaes) holds our Common Shares, the
tax treatment of a partner will generally dependruthe status of the partner and upon the activifehe partnership. A partner of a
partnership considering the purchase of our Com8tares is encouraged to consult its own indeperidrrtdvisor.
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You are encouraged to consult your own indepen@eradvisor regarding the U.S. federal, state,lland nonk.S. income and other ti
consequences of purchasing, owning and disposiegro€ommon Shares in your particular circumstances

U.S. Holders
Passive Foreign Investment Company Rules

A U.S. Holder generally will be subject to a spéciaverse tax regime that would differ in certespects from the tax treatment
described below if we are, at any time during th8.Wolders holding period with respect to our Common Shaagmssive foreign investme
company (“PFIC”) for U.S. federal income tax puress

In general, we will be a PFIC for any taxable yiéaither (i) at least 75% of our gross incometfoe taxable year is “passive income” or
(i) at least 50% of the average value of all osseds (determined on the basis of a quarterly gegrroduce or are held for the production of
passive income. For this purpose, passive incomergdly includes, among other things, dividendtenest, certain rents and royalties,
annuities and gains from assets that produce passiome. If a foreign corporation owns at lea$ta®/ value of the stock of another
corporation, the foreign corporation is treatedgforposes of the PFIC tests as owning its propaati® share of the assets of the other
corporation, and as receiving directly its propmréite share of the other corporat®imicome. Based on our operations described hexlkior, a
substantial portion of our income from offshore ttaat drilling services should be treated as sesvincome and not as passive income, and
thus all or a substantial portion of the assetswigaown and operate in connection with the produaodf that income should not constitute
passive assets, for purposes of determining whetberre a PFIC. However, this involves a facts @rmimstances analysis and it is possible
that the IRS would not agree with this conclusion.

We believe that we will not be a PFIC in the cutr@xable year and that we will not become a PRIGny future taxable year. The
determination of whether a corporation is a PFI@é&le annually and thus may be subject to charggrelore, we can give you no assurance
as to our PFIC status. U.S. Holders are encouremgeonsult their own independent tax advisors ablwiPFIC rules, including the availability
of certain elections. The remainder of this dismrsassumes that we will not be a PFIC for theentrtaxable year or for any future taxable
year.

Taxation of Dividends

Any distributions made with respect to our Commbar®s (including amounts withheld on account oéifgm taxes) will, to the extent
made from current or accumulated earnings andtpra$ determined under U.S. federal income taximlies, constitute dividends for U.S.
federal income tax purposes. To the extent thatdistyibution exceeds the amount of our currentarcimulated earnings and profits, it will
be treated as a non-taxable return of capitaléettent of the U.S. Holder’s adjusted tax basthénCommon Shares, and thereafter as capital
gain. Such dividends generally would be treatefbesgn-source income for U.S. foreign tax creditgoses.

Dividends (including amounts withheld on accountarkign taxes) paid with respect to our Commonr&hagenerally will be includible
in the gross income of a U.S. Holder as ordinacpime on the day on which the dividends are recdyetthe U.S. Holder. A non-corporate
U.S. Holder would be entitled to the maximum 15%itzd gain rate (which is scheduled to increasedgable years beginning after
December 31, 2012) with respect to any dividendd pa our Common Shares only if we are a “qualifieckign corporation.” We will be
treated as a qualified foreign corporation if then@non Shares are readily tradable on an establsdadities market or if we are eligible for
the benefits of a comprehensive income tax tredty the United States. As our Common Shares wiliraded on an established securities
market we will be a qualified foreign corporatiomdatherefore non-corporate U.S. Holders will bgiele for the preferential tax rate if the
holders meet certain holding period and other regquénts. This preferential tax rate will not api@yamounts that the U.S. Holder
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takes into account as “investment income,” whicly o offset by investment expense. Dividends onGammon Shares will not be eligible
for the dividends-received deduction generallywadid to U.S. corporations under the Code.

Subject to limitations under U.S. federal incomeltav concerning credits or deductions for foreigres, a Luxembourg withholding tax
imposed on dividends described above under “—Matétixembourg Tax Considerations for Holders of @oon Shares—Tax regime
applicable to distributions—Luxembourg Withholdifigx” generally would be treated as a foreign incaaxeeligible for credit against a U.S.
Holder's U.S. federal income tax liability (or atlaS. Holder’s election, may be deducted in computaxable income if the U.S. Holder has
elected to deduct all foreign income taxes fortth@ble year). The rules with respect to foreigncedits are complex and U.S. Holders are
encouraged to consult their independent tax advisegarding the availability of the foreign taxditainder their particular circumstances.

Taxation of Capital Gains

Gain or loss realized by a U.S. Holder on the satehange or other taxable disposition of Commaer&hwill be subject to U.S. federal
income taxation as capital gain or loss in an arhegnal to the difference between the amount redl{including the gross amount of the
proceeds before the deduction of any foreign taxthe sale, exchange or other taxable dispositioinsach U.S. Holder’s adjusted tax basis in
the Common Shares. The capital gains of a U.S.e4dlht is an individual, estate or trust curremttyuld be subject to a reduced rate of U.S.
federal income tax if the holderholding period for the Common Shares exceededeaeas of the time of the disposition. The deidhility of
capital losses is subject to certain limitationapital gain or loss, if any, realized by a U.S. d&glon the sale, exchange or other taxable
disposition of a Common Share generally will batee as U.S. source income or loss for U.S. for&greredit purposes. Consequently, in the
case of a disposition of a share that is subjectiseembourg or other foreign income tax imposedtengain, the U.S. Holder may not be able
to benefit from the foreign tax credit for thatéayn income tax (i.e., because gain on the dispositould be U.S. source). Alternatively, the
U.S. Holder may take a deduction for the foreiggcome tax if such holder does not take a crediafor foreign income tax during the taxable
year.

Recently Enacted Reporting Requirements

Recently enacted legislation requires certain Hi@ders to report to the IRS information with resip® their investment in certain
“foreign financial assets,” including our Commonas, not held through a custodial account with& financial institution. Investors who
fail to report this required information could bem® subject to substantial penalties. Prospectivesiiors are encouraged to consult with their
own tax advisors regarding the possible implicatiohthis new legislation on their investment im @ommon Shares.

Recently Enacted Legislation

For taxable years beginning after December 31, 208®ly-enacted legislation is scheduled to impp8e8% tax on the “net investment
income” of certain United States citizens and residiliens and on the undistributed “net investnierdme” of certain estates and trusts.
Among other items, “net investment income” gengradtiudes dividends and certain net gain fromdtsposition of property, less certain
deductions.

Prospective holders are encouraged to consultitig#pendent tax advisors with respect to the tassequences of the new legislation
described above.

Non-U.S. Holders
Dividends

A Non-U.S. Holder generally will not be subjectddS. federal income tax on dividends received an@ammon Shares, unless the
dividends are effectively connected with the Holdeonduct of a trade or business in the UniteceStand, if required by an applicable incc
tax treaty, the dividends are attributable to anaerent establishment maintained by the HolderérlLthited States or unless the holder is
subject to backup
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withholding, as discussed below. Except to therext¢herwise provided under an applicable incomdriaty, a Non-U.S. Holder generally
will be taxed in the same manner as a U.S. Holdatividends that are effectively connected with Huder’'s conduct of a trade or business in
the United States. Effectively connected dividereteived by a corporate NahS. Holder may also, under certain circumstansesubject ti

an additional “branch profits tax” at a 30% rate, (bapplicable, a lower treaty rate), subjectéstain adjustments.

Taxation of Capital Gains

In general, a Non-U.S. Holder of Common Sharesmdatlibe subject to U.S. federal income or withhajdiax with respect to any gain
recognized on a sale, exchange or other taxahpesitton of such Common Shares unless:

» the gain is effectively connected with the Non-Ud8lder’s conduct of a trade or business in the UnitedeSt@nd if required by i
applicable income tax treaty, is also attributabla permanent establishment that the Non-U.S. éfatthintains in the United
States), in which case, the Non-U.S. Holder wikhegrally be subject to regular graduated ratesérsime manner as a U.S. Holder,
and if the Non-U.S. Holder is a corporation, mayshbject to a branch profits tax equal to 30% (@whdower rate provided by an
applicable income tax treaty) of its effectivelyno@cted earnings and profits for the taxable yaasject to certain adjustmen

» the Nor-U.S. Holder is an individual who is present in thaited States for 183 or more days in the taxabke pf the sale
exchange or other taxable disposition and meetainesther requirements, in which case the gairegaly will be subject to a flat
30% tax that may be offset by U.S. source capisdés (even though the Non-U.S. Holder is not densd a resident of the United
States); o

» the Nor-U.S. Holder is subject to backup withholding, ascdissed belov

Backup Withholding and Information Reporting

In general, dividends on Common Shares, and theepas of a sale, exchange or other dispositioroairGon Shares for cash, paid
within the United States or through certain U.$atesd financial intermediaries to a U.S. HoldeadonU.S. Holder are subject to informati
reporting to the IRS and may be subject to backitiphelding unless the holder is an exempt recipisnan exempt foreign person or, in the
case of backup withholding, provides an accuratpager identification number and certifies undemadty of perjury that the holder is a Unil
States person and is not subject to backup witliigld

Backup withholding is not an additional tax. Getigra holder may obtain a refund of any amountthiaéld under the backup
withholding rules that exceed your U.S. federabme tax liability by timely filing a refund claimith the IRS. The amount of any backup
withholding withheld from a payment to a holdervaié allowed as a credit against the holder’s fe8eral income tax liability, provided that
the required information is timely furnished to IRS. Holders are encouraged to consult their irddpnt tax advisors regarding the
application of information reporting and backuphkiblding in their particular situations, the avhildy of exemptions and the procedures for
obtaining exemptions.

You are encouraged to consult with your own indepegent tax advisor regarding the application of the Wited States federal
income tax laws to your particular circumstances, awell as any additional tax consequences resultifigpm an investment in our

common shares, including the applicability and effet of the tax laws of any state, local or notJ.S. jurisdiction, including estate, gift anc
inheritance tax laws.

F. DIVIDENDS AND PAYING AGENTS
Not applicable.
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G. STATEMENT BY EXPERTS
Not applicable.

H. DOCUMENTS ON DISPLAY

We are required to file annual and special repamtother information with the SEC. You may read aopy any documents filed by the
Company at the SEC’s public reference room at 1&iréet, N.E., Room 1580, Washington, D.C. 2054®age call the SEC at 1-800-SEC-
0330 for further information on the public refererroom. The SEC also maintains a website at MiywwW.sec.gov which contains reports and
other information regarding registrants that filkectronically with the SEC.

|. SUBSIDIARY INFORMATION
Not applicable.

ENFORCEABILITY OF CIVIL LIABILITIES

We are a public limited liability company incorpted under the laws of Luxembourg, and as a resatiay be difficult for investors to
effect service of process within the United Stafesn us or to enforce both in the United Statesautside the United States judgments against
us obtained in U.S. courts in any action, includiegions predicated upon the civil liability prowiss of the federal securities laws of the
United States. In addition, a majority of our dimgs are residents of jurisdictions other thanUinéed States, and all or a substantial portion of
the assets of those persons are or may be locatsid® the United States. As a result, it may [ficdlt for investors to effect service of
process within the United States on certain ofditgctors or to enforce against them judgmentsiobthin U.S. courts, including judgments
predicated upon the civil liability provisions dfet federal securities laws of the United States.

There is uncertainty as to whether the courts ofelntbourg would (i) enforce judgments of U.S. cootitained against us predicated
upon the civil liability provisions of the feders¢curities laws of the United States or (ii) emti@roriginal actions brought in Luxembourg
courts against us predicated upon the federal giesuaws of the United States.

We have been advised by our Luxembourg counsethiedt/nited States and Luxembourg are not currdrdiynd by a treaty providing
for reciprocal recognition and enforcement of judgws, other than arbitral awards rendered in aivdl commercial matters. According to such
counsel, an enforceable judgment for the paymentarfies rendered by any U.S. federal or state ¢cmas¢d on civil liability, whether or not
predicated solely upon the U.S. securities lawsjld/aot directly be enforceable in Luxembourg. Heere a party who received such favor:
judgment in a U.S. court may initiate enforcemewnicpedings in Luxembourg ( exequatur ) by requgstimforcement of the U.S. judgment
the District Court (Tribunal d’Arrondissement) puasit to Section 678 of the New Luxembourg Codeiefl  rocedure. The District Court
will authorize the enforcement in Luxembourg of thé. judgment if it is satisfied that all of thalbwing conditions are met:

» the U.S. judgment is enforceable in the Unitede3t;

» the U.S. court awarding the judgment has jurisdictd adjudicate the respective matter under aplplicU.S. federal or state
jurisdictions rules, and that jurisdiction is reatged by Luxembourg private international and |deal;

» the U.S. court has applied to the dispute the sakise law which would have been applied by Luxeargacourts
» the principles of natural justice have been conaplhigth;

» the U.S. judgment does not contravene internatipahblic policy or order as understood under theslafvLuxembourg or has been
given in proceedings of a criminal natu
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» the U.S. court has acted in accordance with its prcedural laws; an

» the U.S. judgment was granted following proceedinbere the counterparty had the opportunity to append if it appeared,
present a defens

In practice, Luxembourg courts now tend not toeewvthe merits of a foreign judgment, although theneo clear statutory prohibition of
such review.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to certain market risks arising fiteenuse of financial instruments in the ordinasyrse of business. These risks arise
primarily as a result of potential changes in thie fnarket value of financial instruments that wbrésult from adverse fluctuations in interest
rates and foreign currency exchange rates as dsdlzelow. We have entered, and in the future megr.@nto derivative financial instrument
transactions to manage or reduce market risk, bul@not enter into derivative financial instrumeahsactions for speculative or trading
purposes.

Interest Rate Risk We are exposed to changes in interest ratesghrour variable rate long-term debt. We use intawe swaps to
manage our exposure to interest rate risks. Irteses swaps are used to convert floating rate deligations to a fixed rate in order to achieve
an overall desired position of fixed and floatiager debt. As of December 31, 2011, our net expdsuiteating interest rate fluctuations on our
outstanding debt was $94.4 million, compared wdta$ of December 31, 2010, based on our totahtestest bearing debt of $1,675.0 million
less the $1,580.6 million notional principal of dlaating to fixed interest rate swaps. A 1% ing@ar decrease to the overall variable interest
rate charged to us would thus increase or decmasaterest expense by approximately $1.0 milboran annual basis as of December 31,
2011, as compared to $0 in 2010. Please read ltébidmidity and Capital Resources—Derivative Instrents and Hedging Activities.”

Foreign Currency Exchange Rate RiskWe use the U.S. Dollar as our functional currelbegause the substantial majority of our
revenues and expenses are denominated in U.Sr&dlecordingly, our reporting currency is also UD®llars. However, there is a risk that
currency fluctuations could have an adverse effeais as we do earn revenue and incur expensésenaurrencies. We utilize the payment
structure of customer contracts to selectively cedour exposure to exchange rate fluctuations mmection with monetary assets, liabilities
and cash flows denominated in certain foreign ewies. Due to various factors, including custonmeeatance, local banking laws, other
statutory requirements, local currency convertipiind the impact of inflation on local costs, attiwcal currency needs may vary from those
anticipated in the customer contracts, resultingartial exposure to foreign exchange risk. Flutituwe in foreign currencies have not had a
material impact on our overall operating resultéimancial condition.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURIT IES
A. DEBT SECURITIES
Not applicable.

B. WARRANTS AND RIGHTS
Not applicable.

C. OTHER SECURITIES
Not applicable.

D. AMERICAN DEPOSITORY SHARES
Not applicable.
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PART Il
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HO LDERS AND USE OF PROCEEDS

The effective date of the registration statemeinf@ission File Number 333-177774) for our initiabfic offering of our common
shares was November 10, 2011. The offering comntkageNovember 7, 2011 and terminated after theafadd the securities registered in
the offering. The managing underwriters of the iffg were Morgan Stanley and Deutsche Bank Seeariti

We registered and sold 6,900,000 of our commoresharthe offering, including shares issued pursteathe exercise of the
underwriters’ oveiallotment option, at an aggregate offering pric&%6.9 million ($8.25 per share). We incurred eatid expenses, includi
underwriting discounts and commissions, of $6.6iomlin connection with the offering. None of thepenses consisted of amounts paid
directly or indirectly to any of our directors, @irs, general partners or their associates, argpps owning ten percent or more of any class of
our equity securities or any of our affiliates. Tet proceeds that we received as a result offfeéra were approximately $50.3 million and
were raised for general corporate purposes. Notigeafise of proceeds consisted of amounts paidthjirer indirectly to any of our directors,
officers, general partners or their associates p@nmgons owning ten percent or more of any classipequity securities, or any of our affiliat

ITEM 15. CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedures

In accordance with Exchange Act Rules 13a-15 amd1B; our management, with the participation of Ghref Executive Officer and
Chief Financial Officer, evaluated the effectivemes$ our disclosure controls and procedures akeénd of the period covered by this report.
Based on that evaluation, the Chief Executive @ffand Chief Financial Officer concluded that oischbsure controls and procedures as o
end of the period covered by this report have likmigned and are effective at the reasonable assulavel so that the information requiret
be disclosed by us in our periodic SEC filingsdsarded, processed, summarized and reported vifteitime periods specified in the SEC’s
rules, regulations and forms and have been acctieduéand communicated to our management, includiagugive and financial officers, as
appropriate, to allow timely decisions regardinguieed disclosures.

(b) Management’s Annual Report on Internal Controtsver Financial Reporting

This annual report does not include a report ofagament’s assessment regarding internal contrelfmancial reporting or an
attestation report of the company’s registered ipuscounting firm due to a transition period eBshied by rules of the Securities and
Exchange Commission for newly public companies. &fritle rules of the SEC, management’s first assasisragarding internal control over
financial reporting will be included in its annuabport on Form 20-F for the year ended Decembe?@12.

(c) Attestation Report of the Registered Public Aaating Firm
Not applicable.

(d) Changes in Internal Control over Financial Repting
Not applicable.
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ITEM 16. RESERVED

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT.

Our Board of Directors has determined that Mr. @kgr Chairman of the Audit Committee, is an indejsen Director and is the Audit
Committee Financial Expert. See Item 6, “Directmnsl Senior Management” for a description of Mr. @ieg’s listing of relevant experience.

ITEM 16B. CODE OF ETHICS

The Company has adopted a Code of Business CoadddEthics applicable to our employees, directodsdtficers that meets the
standards of the NYSE. In addition, our Board afebfors has adopted a Financial Code of EthicedioiChief Executive Officer, Chief
Financial Officer, Controller and other senior fig#l officers. Any changes to, or waiver from, fieancial Code of Ethics will be made only
by the Board of Directors, or a committee thereof] appropriate disclosure will be made promptlgdénordance with the rules and regulati
of the SEC and the NYSE.

We have posted a copy of our Financial Code ofdstbn our website at www.pacificdrilling.com.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table sets forth the aggregate feesdiegories specified below in connection withtaiarprofessional services renderec
KPMG LLP, an independent registered accounting fimd our principal external auditors, for the pdsiindicated.

Years ended December 31,

2011 2010
(In thousands
Audit fees@ $ 1,37¢ $ 26C
Audit-related fee®) — _
Tax fees© — 8
All other fees@) — 77
Total $ 1,37¢ $ 34E&

(@) Audit fees represent professional servicesardifor the audit of our annual consolidated faoialnstatements and services provided by
the principal accountant in connection with statyitand regulatory filings or engagemer

(b) Audit-related fees consist of assurance and relatedcesriendered by the principal accountant relatedetigerformance of the audit
review of our consolidated financial statementsicliihave not been reported under audit fees at

(c) Tax fees represent fees for professional servisedared by the principal accountant for tax conmgkg tax advice and tax plannit

(d) All other fees include services other than audisfeaud-related fees and tax fees set forth ab

Audit Committee’s Pre-Approval Policies and Proceds

The Audit Committee’s primary responsibilities &meassist the Board of Directors’ oversight of: aacounting practices; the integrity of
our financial statements; our compliance with leyad regulatory requirements; the qualificatiome$estion, independence and performance of
our independent auditor; and the internal auditfiom. The Audit Committee has adopted in its ddaat policy of pre-approval of audit and
permissible non-audit services provided by its pefelent auditors.
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Under the policy, the Audit Committee pre-approaksudit services to be provided to the Comparhyetier provided by the principal
auditor or other firms, and all other services igex attest and non-audit) to be provided to thenBany by the independent auditor; provided,
however, that de minimis non-audit services mateid be approved in accordance with applicablesrahel regulations. All services provided
by the principal external auditor for the yearseh®ecember 31, 2011 and 2010 were approved b&utie Committee pursuant to the pre-
approval policy.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COM MITTEES
Not applicable.

ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS
Not applicable.

ITEM 16F. CHANGE IN REGISTRANT 'S CERTIFYING ACCOUNTANT
Not applicable.

ITEM 16G. CORPORATE GOVERNANCE

We are a “foreign private issuer” under the semsgitaws of the United States and the rules oNW8E. Under the NYSE rules, a
“foreign private issuer” is subject to less stringeorporate governance requirements than a dorrisstier. Subject to certain exceptions, the
rules of the NYSE permit a “foreign private issut’follow its home country practice in lieu of th&ting requirements of the NYSE. The
significant differences between our corporate goaece practices and the NYSE standards applicalilged U.S. companies are set forth
below.

Executive SessionsThe NYSE requires that non-management direct@st megularly in executive sessions without managenThe
NYSE also requires that all independent directoegthn an executive session at least once a yeam@-management directors have
regularly held executive sessions without manageémen

Nominating/Corporate Governance Committe@he NYSE requires that a listed U.S. company lememinating/corporate governance
committee of independent directors and a commikeeter specifying the purpose, duties and evangirocedures of the committee. As
permitted under Luxembourg law and our Articles,deenot currently have a nominating or corporateegoance committee.

In addition, we have a shareholder that contrategority of our outstanding common shares. As altewe are a “controlled company”
within the meaning of the NYSE corporate governasteadards. Under the NYSE rules, a company ofwiore than 50% of the voting
power is held by another company or group is a trmiled company” and may elect not to comply wightain NYSE corporate governance
requirements, including (1) the requirement thatagority of the board of directors consist of indagdent directors, (2) the requirement that the
compensation committee be composed entirely ofdeddent directors and have a written charter adohgshe committee’s purpose and
responsibilities and (3) the requirement of an ahperformance evaluation of the nominating anghomate governance and compensation
committees.

ITEM 16H. MINE SAFETY DISCLOSURE
Not Applicable.
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PART 1l
ITEM 17. FINANCIAL STATEMENTS
See Item 18.

ITEM 18. FINANCIAL STATEMENTS
Historical Consolidated Financial Stateme!

Pacific Drilling S.A. was formed as a Luxembourgparation under the form ofsociété anonym@ act as an indirect holding company
for our Predecessor. In connection with the Resirirgy, our Predecessor was contributed to a whaiyied subsidiary of the Company by the
Quantum Pacific Group. The Company did not engagay business or other activities prior to thetResuring except in connection with its
formation and the Restructuring. The Restructuriag limited to entities that were all under thetoalrof the Quantum Pacific Group and its
affiliates, and, as such, the Restructuring wasauied for as a transaction between entities ucal@amon control. As a result, the consolid:
financial statements of Pacific Drilling S.A. anepented using the historical values of the Prexserss financial statements on a combined
basis prior to the Restructuring. However, theesisshare capital of Pacific Drilling S.A. is retpestively reflected for all periods to reflect the
150,000,000 common shares held by the Quantumi®&aibup at the completion of the Restructuringe Tinancial information relating to tt
Company and its subsidiaries have been preparacciordance with GAAP and are in U.S. dollars.

Historical Paren-Only Financial Statements

Pacific Drilling S.A. is the parent-company of sigigries owning théacific Bora, thePacific Sciroccg thePacific Mistraland the
Pacific Santa Ani, which act as Borrowers under the Project Faeflilh\greement. Surplus cash held by these subsigisrirestricted by the
Project Facilities Agreement from transfer by intenpany loans and/or dividend payments to us. B«llé of Regulation St requires separa
parent-only financial statements to be present&tthmedule I, “Condensed financial information afiserant,” when the restricted net assets of
consolidated subsidiaries exceed 25 percent ofotiolased net assets as of the end of the most tlgampleted fiscal year. Since the
restricted net assets of the Borrowers exceedeg®pt of Pacific Drilling S.A.’s consolidated ratsets, this annual report also includes
parent-only financial statements for Pacific Dnif}i S.A. pursuant to the requirements of Rule 5f0Regulation S-X. The financial statements
of Pacific Drilling S.A. as of December 31, 201Hd4duor the period from March 11, 2011 (inceptionDtecember 31, 2011, including the
applicable notes thereto, have been prepared or@acce with U.S. GAAP and are presented in U.8aido

Pro Forma Financial Statemen

In 2007, our Predecessor entered into various aggets with Transocean and its subsidiaries, whidtminated in the formation of TPL
which was owned 50% by our Predecessor and 50%shpsidiary of Transocean. On March 30, 2011, imeation with the Restructuring,
our Predecessor assigned its equity interest inl T®Bnother subsidiary of the Quantum Pacific G@réar no consideration. As a result, neit
the Company nor any of its subsidiaries curreriy® any interest in TPDI and, beginning in the selcguarter of 2011, the results of
operations of TPDI are no longer included in timaficial results of the Company.

Pro forma financial information included in thisraual report gives effect to the TPDI Transfer asfilad occurred as of January 1, 2011
for purposes of the unaudited pro forma condensedalidated statement of operations for the yedeémecember 31, 2011. However, the
pro forma financial information may not reflect vilvaur actual results of operations would have betre TPDI Transfer had been completed
as of such dates and if we operated on that basisgdsuch periods.
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TPDI Financial Statements

The Company determined that Transocean was thepribeneficiary of TPDI for accounting purposed],aas a result, accounted for
TPDI as an equity method investment in our consddid financial statements. Rule 3-09 of RegulafieX requires separate financial
statements of 50% or less owned persons accounteshder the equity method by the registrant tieitthe income or the investment test in
Rule 1-02(w) of Regulation S-X exceeds 20%. The gamy’s equity income in TPDI exceeded the 20% thokkin 2009, 2010 and 2011
based on the income test. Since TPDI was signifitathe Company under the income test, this anreyedrt also includes audited financial
statements for TPDI pursuant to the requiremeniudé 3-09 of Regulation S-X. The audited finanstaltements of TPDI as of March 31,
2011 and December 31, 2010 and for the three memithad March 31, 2011 and the years ended Dece3tb2010 and 2009, including the
applicable notes thereto, have been prepared or@dacce with U.S. GAAP and are presented in U.8aido

The following financial statements listed below filed as part of this annual report on Form 20-F:
Pacific Drilling S.A.

Consolidated Financial Stateme—December 31, 2011, 2010 and 20

Report of Independent Registered Public AccourfEimm F-1
Consolidated Statements of Operati F-2
Consolidated Statements of Comprehensive Incomssj F-3
Consolidated Balance She: F-4
Consolidated Statements of Sharehol' Equity F-5
Consolidated Statements of Cash Fl F-6
Notes to Consolidated Financial Stateme F-7
Schedule—Condensed Financial Information of Pacific Drillir§A. (Parent Only)

Statement of Operatior F-33
Statement of Comprehensive Income (L¢ F-34
Balance Shee F-35
Statement of Cash Flov F-36
Unaudited Pro Forma Condensed Consolidated Findrigiatement

Introduction F-37
Unaudited Pro Forma Condensed Consolidated Statesh@perations for the Year Ended December 311 F-38
Notes to Unaudited Pro Forma Condensed Consolidéateohcial Statemet F-39

Transocean Pacific Drilling Inc.
Consolidated Financial Stateme—March 31, 2011, December 31, 2010 and 2(

Report of Independent Registered Public Accourf&imm F-40
Consolidated Statement of Operati F-41
Consolidated Statement of Comprehensive Incomesil F-42
Consolidated Balance She F-43
Consolidated Statement of Sharehol’ Equity (Deficit) F-44
Consolidated Statement of Cash Flc F-45
Notes to Consolidated Financial Stateme F-46

100



Table of Contents

ITEM 19. EXHIBITS

Exhibit
Number
1.1

1.2
2(a)(2)*

2(b)(1)*
4.1

4.2

4.3

4.4

4.5

4.6*

4.7*

4.8*

4.9*

4.10*

8.1*
12.1*
12.2*
13.1*
13.2*

Description

Articles of Association of Pacific Drilling S.A.r{corporated by reference to Exhibit 3.1 to our Begtion Statement on
Form F-1, File No. 33-177774).

Form of Amended and Restated Articles of AssoamtibPacific Drilling S.A. (incorporated by refer@nto Exhibit 3.2 to
our Registration Statement on Fori-1, File No. 33-177774).

Registration Rights Agreement between Pacific DglIS.A. and Quantum Pacific (Gibraltar) Limitecteld November 1¢
2011.

Bond Agreement, dated February 23, 2012, betweeifi¢®Brilling S.A. and Norsk Tillitsmann AS/

Amendment and Restatement Agreement in Respeled®rioject Facilities Agreement and the Intercoedigreement
dated March 30, 2011, among Pacific Bora Ltd., fRaMistral Ltd., Pacific Scirocco Ltd. and Pacif8anta Ana Ltd., as
Borrowers, Pacific Drilling Limited, as Guarantand the arrangers, lenders and agents named tliierednporated by
reference to Exhibit 10.1 to our Registration Steat on Form -1, File No. 33-177774).

Agreement for Standby Letter of Credit, dated a3uty 7, 2011, between Pacific Drilling (Gibraltdijnited and Citibank
N.A. (incorporated by reference to Exhibit 10.2ta Registration Statement on For-1, File No. 33-177774).

Guaranty, dated as of July 7, 2011, by Quantumfiednternational Limited, as guarantor, in favdr@itigroup Inc. anc
each subsidiary or affiliate thereof (incorporatgdreference to Exhibit 10.3 to our Registratioat&ment on Form E; File
No. 33:-177774).

Pledge Agreement, dated as of June 27, 2011, betR&eific Drilling (Gibraltar) Limited, as pledgand Citibank, N.A.
(incorporated by reference to Exhibit 10.4 to oegRtration Statement on Forr-1, File No. 33-177774).

Pacific Drilling S.A. 2011 Omnibus Stock IncentiRé&an (incorporated by reference to Exhibit 10.5uo Registratior
Statement on Form-1, File No. 33-177774).

Agreement for Standby Letter of Credit, dated aSl@fember 29, 2011, between Pacific Drilling (Gltag Limited and
Citibank, N.A.

Guaranty, dated as of November 29, 2011, by Pdoifiing S.A., as guarantor, in favor of Citigrolipc. and each
subsidiary or affiliate therec

Pledge Agreement, dated as of November 29, 201&gka Pacific Drilling (Gibraltar) Limited, as plgdr, and Citibank,
N.A., as amended by that letter agreement dated @scember 9, 201:

Letter of Credit Reimbursement Agreement, dateof &ecember 6, 2011, between Pacific Internatidiabt Africa
Limited and Standard Chartered Ba

Assignment of Cash Collateral Account, dated a3exfember 6, 2011, between Pacific Drilling (Gitaglt_imited anc
Standard Chartered Bar

Subsidiaries of Pacific Drilling S.£

Rule 13i-14(a)/15+-14(a) Certification of Principal Executive Office

Rule 13i-14(a)/15+-14(a) Certification of Principal Financial Office

Certificate of Chief Executive Officer pursuant3ection 906 of Sarbar-Oxley Act of 2002
Certificate of Chief Financial Officer pursuantSection 906 of Sarbar-Oxley Act of 2002
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Exhibit
Number Description
101.INS** XBRL Instance Documen
101.SCH** XBRL Taxonomy Extension Schema Docume
101.CAL** XBRL Taxonomy Extension Calculation Linkbase Docuntn
101.DEF** XBRL Taxonomy Extension Definition Linkbase Docunhe
101.LAB** XBRL Taxonomy Extension Label Linkbase Documt
101.PRE** XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed herewith
**  XBRL Furnished herewitt
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SIGNATURES

The registrant hereby certifies that it meets fithe requirements for filing on Form 20-F and thditas duly caused and authorized the
undersigned to sign this annual report on its Hehal

PACIFIC DRILLING S.A.

By: /s/ __CHRISTIAN J. BECKETT
Name: Christian J. Beckett
Title: Chief Executive Officer

Date: March 27, 2012
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Pacific Drilling S.A.:

We have audited the accompanying consolidated balsimeets of Pacific Drilling S.A. and subsidiafig®® Company) as of December 31,
2011 and 2010, and the related consolidated statsméoperations, comprehensive income (lossyebivdders’ equity, and cash flows for
each of the years in the three-year period endegmber 31, 2011. In connection with our auditshef¢onsolidated financial statements, we
also have audited Schedule I—Condensed Finand@inhation of Pacific Drilling S.A. (Parent Only) ¢Bedule 1). These consolidated
financial statements and Schedule | are the redigbtysof the Company’s management. Our respottisyhis to express an opinion on these
consolidated financial statements and Schedulsédan our audits. We did not audit the finandi@tesnents of Transocean Pacific Drilling
Inc. (TPDl—a 50% owned unconsolidated investee a@mgp The Company’s investment in TPDI at Decen®iger2011 and 2010 was $0 and
$46,832,000, respectively, and its equity in eagsiof TPDI was $18,955,000, $56,307,000, and $402@1for the years ended December 31,
2011, 2010, and 2009, respectively. The finandatksnents of TPDI were audited by other auditoreseireport has been furnished to us, and
our opinion, insofar as it relates to the amoumttuided for TPDI, is based solely on the repomtbier auditors.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to ebteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaenferred to above present fairly, in all mateeapects, the financial position of Pacific
Drilling S.A. and subsidiaries as of December 311 Rand 2010, and the results of their operatiodstlaeir cash flows for each of the years in
the three-year period ended December 31, 201 brifommity with U.S. generally accepted accountinigigiples. Also in our opinion, the
related Schedule I, when considered in relatioéobasic consolidated financial statements takemwhole, present fairly, in all material
respects, the information set forth therein.

/sIKPMG LLP

Houston, Texas
March 27, 2012
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Operations
(in thousands, except share and per share infaymjati

Years Ended December 31,

2011 2010 2009
Revenues
Contract drilling $ 65,43 $ — $ —
Costs and expense
Contract drilling (32,149 — —
General and administrative expen (52,619 (29,719 (8,829
Depreciation expens (11,619 (399 (139
(96,375 (20,110 (8,95¢)
Loss of hire insurance recove 18,50( — —
Operating loss (12,449 (20,110 (8,95¢)
Other income (expense
Equity in earnings of Joint Ventu 18,95¢ 56,30 4,291
Interest income from Joint Ventu 49t 1,97: 2,141
Interest expens (10,389 (858) —
Other income (expens 3,67t (62 274
Income (loss) before income taxe 297 37,25( (2,252
Income tax (expense) bene (3,200 49 (31)
Net (loss) income $ (2,909 $ 37,29¢ $ (2,287
(Loss) earnings per common share, basic and dilutegdlote 18) $ (0.01 $ 0.2 $ (0.02)
Weighted average number of common shares, basic adiuted
(Note 18) 195,447,94 150,000,00 150,000,00

See accompanying notes to consolidated finanassients.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Comprehensive IncomssjLo
(in thousands)

Years Ended December 31,

2011 2010 2009
Net (loss) incomt $ (2,909 $ 37,29¢ $(2,287)
Other comprehensive income (los
Unrecognized gain (loss) on Joint Venture derivatistrument: 72C (28,990 (2,389
Reclassification adjustment for loss on Joint Veaterivative instruments realized in |
income 2,99¢ 11,54( 6,37¢
3,71¢ (17,45() 3,99¢
Unrecognized loss on derivative instrume (62,08¢) — —
Reclassification adjustment for loss on derivathnstruments realized in net incor 1,802 — —
(60,28 — —
Total other comprehensive (loss) inco (56,56%) (17,45() 3,992
Total comprehensive (loss) incor $(59.47)  $19,84¢ $ 1,70¢

See accompanying notes to consolidated financistents.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Balance Sheets
(in thousands, except par value and share amounts)

December 31,

2011 2010
Assets:
Cash and cash equivalel $ 107,27¢ $ 40,307
Restricted cas 168,68: 6,98’
Accounts receivabl 62,57¢ 17,52}
Accrued interest on promissory notes from Jointtuer — 5,48
Materials and supplie 42,98¢ 7,95k
Deferred financing cos 15,12« 12,05¢
Current portion of deferred mobilization co 54,52 —
Prepaid expenses and other current a: 10,37¢ 3,87¢
Total current asse 461,54¢ 94,19]
Property and equipment, r 3,436,01! 1,893,42!
Investment in Joint Ventul — 46,83:
Notes receivable from Joint Ventt — 139,88:
Restricted cas 208,28’ 54,69¢
Deferred financing cos 32,38t¢ 42,89:
Other asset 46,06( 27
Total asset $4,184,28! $2,271,94!
Liabilities and shareholders’ equity:
Accounts payabl $ 26,84¢ $ 6,77
Accrued expense 39,09t 9,42¢
Current portion of lon-term debt 218,75l 50,00(
Accrued interest payab 12,09¢ 12,51(
Derivative liabilities, curren 20,46¢ —
Current portion of deferred reven 28,82¢ 1,00¢
Total current liabilities 346,08« 79,71¢
Long-term debt, net of current maturiti 1,456,25! 400,00(
Deferred revenu 73,11( 11,94¢
Other lon¢-term liabilities 34,77: 5,081
Total lon¢-term liabilities 1,564,13 417,02°
Commitments and contingencies (Note
Shareholder equity:
Common shares, $0.01 and $0.001 par value, 5,00000 and 2,000,000 shares authorized,
224,100,000 and 1,920,761 shares issued, 216,9D@r01,920,761 shares outstanding as of
December 31, 2011 and 2010, respecti' 2,16¢ 2
Additional paic-in capital 2,344,22 1,697,60!
Accumulated other comprehensive | (60,28 (13,459
(Accumulated deficit) retained earnin (12,039 91,05¢
Total shareholde’ equity 2,274,07. 1,775,20
Total liabilities and sharehold¢ equity $4,184,28! $2,271,94!

See accompanying notes to consolidated financigstents.
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Balance at December 31, 2008
Common shares divider
Other comprehensive incor
Net loss

Balance at December 31, 20

Contribution from sharehold
Issuance of shares upon
conversion of related-part
loan
Other comprehensive lo
Net income
Balance at December 31, 2C

Restructuring share issuan
net

Issuance of common shar
net

Issuance of common shares
treasury

Contribution from sharehold

Other comprehensive incom
from Joint Venture

Net income prior to Joint
Venture interest assignme

Joint Venture interes
assigned to sharehold

Shar-based compensatic
liability modification

Shar-based compensatic

Other comprehensive lo

Net loss subsequent to Joint
Venture interest assignme

Balance at December 31, 2C

PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Shareholders’ Equity

(in thousands, except share amounts)

N Retained
Common shares Treasury earnings
Additional paid- Accumlated other (accumlulatec
comprehensive Total
Shares Amount Shares in capital income (loss) deficit) equity
50C $ — = $ 150,00 $ — $ 56,04C $ 206,04(
804,50 1 — — — (1) —
— — — — 3,992 — 3,99:
— — — — — (2,287 (2,287
805,00( 1 — 150,00( 3,992 53,75¢ 207,74¢
— — — 655,00( — — 655,00(
1,115,76. 1 — 892,60¢ — — 892,60¢
— — — — (17,450) — (17,450)
— — — — — 37,29¢ 37,29¢
1,920,76. 2 — 1,697,60! (13,459 91,05t 1,775,20
148,079,23 1,49¢ — (1,49¢) — — —
66,900,00 66¢ — 625,14° — — 625,81¢
— = 7,200,00! — — — —
— — — 142,75¢ — — 142,75¢
— — — — 3,71¢ — 3,71¢
— — — — — 9,13t 9,13¢
- - - (124,920 9,74:  (100,19()  (215,36%)
— — — 2,29( — — 2,29(
— — — 2,84( — — 2,84(
_ _ — — (60,282 — (60,289
o o o o = (12,03¢) (12,039
216,900,00 $2,16¢ 7,200,00! $ 2,344,221 $ (60,289 $ (12,03f) $2,274,07.

See accompanying notes to consolidated financigsents.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Cash flow from operating activities:
Net (loss) incomi

(in thousands)

Years Ended December 31,

2011

$ (2,909

Adjustments to reconcile net (loss) income to rmshcused in operating

activities:
Interest income from Joint Ventu
Depreciation expens
Equity in earnings of Joint Ventu
Amortization of deferred revent
Amortization of deferred mobilization cos
Amortization of deferred financing cos
Deferred income taxe
Shar-based compensation expel
Changes in operating assets and liabilit
Accounts receivabl
Materials and supplie
Prepaid expenses and other as
Accounts payable and accrued expel
Deferred revenu
Net cash used in operating activit
Cash flow from investing activities:
Capital expenditure
Contributions to Joint Ventul
Increase in restricted ca
Net cash used in investing activiti
Cash flow from financing activities:
Proceeds from issuance of common shares
Proceeds from lor-term debt
Payments on lor-term debi
Deferred financing cos
Proceeds from relat-party loan
Payments on relat-party loan
Net cash provided by financing activiti
Increase in cash and cash equival
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

See accompanying notes to consolidated financigstents.

(495)
11,61¢
(18,959
(8,566)
4,28¢
1,067
(3,169)
4,471

(45,05)
(35,03
(108,59)
39,43"
97,55(

(64,33)
(1,539,63)

(315,28¢)
(1,854,91)

625,81
1,275,001
(50,000)
(6,809)
142,20¢
1,986,21i
66,97
40,307

$ 107,27

2010

$ 37,29¢

(1,979
39¢
(56,307

(37)
65

(17,52)
(7,955)
(2,972)

6,25z
12,95¢

(30,139
(883,85))

(60,9_6',)
_(944,82(

450,00(

(57,99%)
685,28(
(69,442
1,007,84.
32,88:
7,428

$ 4030

2009

$ (2,289

(102)
824

(7,265

(146,08;)
(37,249
(715)
(184,041

198,64!

198,64!
7,33¢

91

$ 7,42
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 1—Nature of Business

Pacific Drilling S.A. and its subsidiaries (“Pacifrilling,” the “Company,” “we,” “us” or “our”) isan international offshore drilling
company committed to becoming the preferred providelltra-deepwater drilling services to the aidanatural gas industry through the use of
high-specification drillships. Our primary businésso contract our ultra-deepwater rigs, relatgdigment and work crews, primarily on a
dayrate basis, to drill wells for our customers.oA®ecember 31, 2011, we directly owned six uttesepwater drillships, of which two were
operating under contract, two were mobilizing and tvere under construction.

Pacific Drilling S.A. was formed on March 30, 20&E, a Luxembourg corporation under the form sbeiété anonymi® act as an
indirect holding company for its predecessor, Raéifilling Limited (our “Predecessor”), a compaasganized under the laws of Liberia, and
its subsidiaries in connection with a corporategeaization, referred to as the “Restructuring.ttmnection with the Restructuring, our
Predecessor was contributed to a wholly owned didrgiof the Company by a subsidiary of Quantumififalmternational Limited, a British
Virgin Islands company and parent company of ae$tment holdings group (the “Quantum Pacific Grguphe Company did not engage in
any business or other activities prior to the Restiring except in connection with its formatiordahe Restructuring.

In 2007, our Predecessor entered into various aggets with Transocean Ltd. (“Transocean”) andutssiaries, which culminated in
the formation of a joint venture company, TransocRacific Drilling Inc. (“TPDI” or the “Joint Vente”), which was owned 50% by our
Predecessor and 50% by a subsidiary of Transo@aMarch 30, 2011, in connection with the Restrtingy our Predecessor assigned its
equity interest in TPDI to another subsidiary & @uantum Pacific Group, which is referred to &“fPDI Transfer,” to enable the Company
to focus on the operation and marketing of the Camgfs wholly-owned fleet. As a result, neither the Company mgra its subsidiaries owr
any interest in TPDI as of December 31, 2011.

Note 2—Summary of Significant Accounting Policies

Principles of Consolidation—The consolidated financial statements includeatteounts of Pacific Drilling S.A. and consolidated
subsidiaries that we control by ownership of a mgjwoting interest. We apply the equity methodactounting for investments in entities
when we have the ability to exercise significarfiuience over an entity that does not meet the bbgiantity criteria or meets the variable
interest entity criteria, but for which we are deemed to be the primary beneficiary. We elimirgitentercompany transactions and balances
in consolidation.

The Restructuring was a business combination ldrtibeentities that were all under the control & Guantum Pacific Group and its
affiliates, and, as such, the Restructuring wasatied for as a transaction between entities ucol@mon control. Accordingly, the
consolidated financial statements of Pacific DrdliS.A. as of December 31, 2011 and 2010 and éothitee-year period ended December 31,
2011 are presented using the historical valueB®Ptredecessor’s financial statements on a combiagid prior to the Restructuring. The
financial statements for each of the years in lineet-year period ended December 31, 2011 preseneshilts of the Company and its
subsidiaries as if Pacific Drilling S.A. was formadd the Restructuring was completed on Janua9Q9.

We currently are party to a Nigerian joint ventuPagific International Drilling West Africa Limite(@PIDWAL"), which is fully
controlled and 90% owned by us with 10% owned byoleh Offshore Services Limited (“Derotech”), aptely-held Nigerian registered
limited liability company. Derotech will not accrtige economic benefits of its interest in PIDWALUess and until it satisfies certain
outstanding obligations to us and a certain plesgancelled by us. Accordingly, we consolidatePADWAL interests and no portion of
PIDWAL's operating results is allocated to the nomtrolling interests.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Consolidated Financial Statements—(Contirad)

Accounting Estimates—The preparation of consolidated financial stateséntonformity with generally accepted accountimigiciples
in the United States (“GAAP”) requires managemenhtke certain estimates and assumptions. Theseaéss and assumptions affect the
reported amounts of assets and liabilities, thelaksires of contingent assets and liabilities atitthlance sheet date and the amounts of rev
and expenses recognized during the reporting pe@acan ongoing basis, we evaluate our estimatsssumptions, including those relate
allowance for doubtful accounts, financial instruntse depreciation of property and equipment, impairt of long-lived assets, income taxes,
share-based compensation and contingencies. Weohasstimates and assumptions on historical eepeei and on various other factors we
believe are reasonable under the circumstancesgsiitts of which form the basis for making judgtsestbout the carrying values of assets and
liabilities that are not readily apparent from atheurces. Actual results could differ from suctineates.

Revenues and Operating Expenses-Contract drilling revenues are recognized as ehrpased on contractual dayrates. In connection
with drilling contracts, we may receive revenuesgdeparation and mobilization of equipment andspenel or for capital improvements to
rigs. Revenues earned and incremental costs irttdirectly related to contract preparation and rizdtion along with reimbursements
received for capital expenditures are deferredrandgnized over the primary term of the drillingitract. The actual cost incurred for
reimbursed capital expenditures are depreciatedtbeesstimated useful life of the asset. Amoritrabf deferred revenue and deferred
mobilization costs are recorded on a straight4iasis over the primary drilling contract term, whis consistent with the general pace of
activity, level of services being provided and @ags being earned over the life of the contracorgompletion of drilling contracts, any
demobilization fees received and related expensesegorted in income.

Cash and Cash Equivalents—Cash equivalents are highly liquid investmentdwaitiginal maturities of three months or less trat
readily convertible to known amounts of cash.

Accounts Receivable—We record trade accounts receivable at the ameeanvoice our customers.

Allowance for Doubtful Accounts—We provide an allowance for doubtful accountsnesessary, based on a review of outstanding
receivables, historical collection information asdsting economic conditions. We do not generadlyuire collateral or other security for
receivables. We have no allowance for doubtful ant®as of December 31, 2011 and 2010.

Promissory Notes to Joint Venture—Contributions in the form of promissory noteshe tloint Venture were recorded at cost. The
accrued interest on promissory notes from our Jéamture was recorded at the amount due. Intemestrie from the Joint Venture was earned
on the promissory notes based on the stated Ides aa discussed in Note 4.

Materials and Supplies—Materials and supplies held for consumption areedmt the lower of average cost or market. Weneed nc
allowance for obsolescence on materials and suppfieof December 31, 2011 and 2010.

Property and Equipment —Deepwater drillships are recorded at cost of goetibn, including any major capital improvemeri¢ss
accumulated depreciation and impairment. Othergmg@and equipment is recorded at cost and corsfigtarchased software systems,
furniture, fixtures and other equipment. Plannedomimaintenance, ongoing maintenance, routine re@aid minor replacements are expensed
as incurred.
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Interest costs incurred on new borrowings attriblgt@o qualifying new construction are capitalizéde capitalize interest costs for

qualifying new construction from the point borroginosts are incurred for the qualifying new congion and cease when substantially all the
activities necessary to prepare the qualifying tafesets intended use are complete.

Property and equipment are depreciated to its galvalue on a straight-line basis over the estithaseful lives of each class of assets.
Our estimated useful lives of property and equipnaea as follows:

Years
Drillships and related equipment 15-35
Other property and equipme 2-7

Long-Lived Assets—We review our long-lived assets, including propemd equipment, for impairment when events or gkarin
circumstances indicate that the carrying amountauofassets held and used may not be recoveraittential impairment indicators include
rapid declines in commodity prices and related mclonditions, actual or expected declines in tiligation, increases in idle time,
cancellations of contracts or credit concerns at@mers. We assess impairment using estimatedamuatited cash flows for the long-lived
assets being evaluated by applying assumptionsdiegefuture operations, market conditions, daygatilization and idle time. An
impairment loss is recorded in the period if theydag amount of the asset is not recoverable. mu#i011, 2010 and 2009, there were no long-
lived asset impairments.

Investment Accounted for Using the Equity Method—Our 50% ownership in TPDI was accounted for ushegequity method based
upon the level of ownership and our ability to eise significant influence over the operating andricial policies of the investee. The
investment was adjusted periodically to recognizepoportionate share of the investenét income or losses after the date of investnidr
Company evaluates its investment accounted forruhéeequity method for impairment when there wadence or indicators that a decrease
in value may be other than temporary. On March2BQ,1, our Predecessor assigned its equity interd$®DI to a subsidiary of the Quantum
Pacific Group (Note 9).

In reviewing their first quarter 2011 financial @mfation, TPDI management identified certain migsteents in the financial statements
of TPDI as of December 31, 2010 and for the yeaded December 31, 2010 and 2009. As such, TPDdteskits financial statements as of
December 31, 2010 and for the years ended Dece®ih@010 and 2009. Within our consolidated statéraEocomprehensive income (loss),
TPDI's misstatements resulted in our reclassiftcadjustment for loss on Joint Venture derivaingruments realized in net income
increasing by $23.1 million and $12.8 million andaifsetting increase in unrecognized loss of Jdgenture derivative instruments of
$23.1 million and $12.8 million for the years end@ecember 31, 2010 and 2009, respectively. Theatiolaéed statement of comprehensive
income for the years ended December 31, 2010 a0@ &0d the related footnotes have been adjustesflézt the correction of these
immaterial misstatements.

Deferred Financing Costs—Deferred financing costs associated with long-tdeft are carried at cost and are amortized toresepe
using the effective interest rate method over énmtof the applicable long-term debt.

Foreign Currency Transactions—The consolidated financial statements are statéd$h dollars. We have designated the U.S. do8
the functional currency for our foreign subsidiarie international locations because we contratit wiistomers, purchase equipment and
finance capital using the U.S. dollar. Transactionsther currencies have been translated into tdbfars at the rate of exchange on the
transaction date. Any gain or loss arising fronharge in exchange rates subsequent to the tramsaletie is included as an exchange gain
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or loss. Monetary assets and liabilities denompha&tecurrencies other than U.S. dollars are repaatehe rates of exchange prevailing at the
end of the reporting period. During 2011, totakign exchange gains were $1.4 million and recomedher income within our consolidated
statements of operations. During 2010 and 2008| toteign exchange gains (losses) were nominal.

Earnings per Share—Basic earnings (loss) per common share (“EPStpmaputed by dividing the net income available tmomn
stockholders by the weighted average number of comshares outstanding for the period. Basic andetil EPS are retrospectively adjusted
for the effects of stock dividends or stock spldduted EPS reflects the potential dilution froecarities that could share in the earnings of the
Company. Anti-dilutive securities are excluded frdiluted EPS.

Fair Value Measurements—We estimate fair value at the price that woulddxeived to sell an asset or paid to transfertalitigin an
orderly transaction between market participanthiéprincipal market for the asset or liability. Qualuation techniques require inputs that are
categorized using a three-level hierarchy as fatofd) unadjusted quoted prices for identical assetiabilities in active markets (“Level 17),
(2) direct or indirect observable inputs, includigpted prices or other market data, for simil@etsor liabilities in active markets or identical
assets or liabilities in less active markets (“Lex® and (3) unobservable inputs that require gigant judgment for which there is little or no
market data (“Level 3”). When multiple input levelse required for a valuation, we categorize theefair value measurement according to
the lowest level input that is significant to theasurement even though we may have also utilizgdfisiant inputs that are more readily
observable.

Share-Based Compensatior-The grant date fair value of share-based awaraistgd to employees is recognized as an employee
compensation expense over the requisite servigedpen a straight-line basis. To the extent theelmsed awards will be settled in cash upon
exercise, the awards are accounted for as a tiabilhe liability is remeasured at each reportiatedand at settlement date. Any changes in the
fair value of the liability are recognized as eny@e compensation expense in the current periodai@int of compensation expense
recognized is adjusted to reflect the number ofrda/éor which the related vesting conditions arpested to be met. As such, the amount of
compensation expense ultimately recognized is basdbe number of awards that do meet the vestingitions at the vesting date.

Derivatives—We apply cash flow hedge accounting to interetgt savaps that are designated as hedges of théisyiaf future cash
flows. The derivative financial instruments areaeled in our consolidated balance sheet at fairevak either assets or liabilities. Changes in
the fair value of derivatives designated as cash fiedges, to the extent the hedge is effectivererognized in accumulated other
comprehensive income until the hedged item is neizegl in earnings.

Hedge effectiveness is measured on an ongoing teasissure the validity of the hedges based ometlative cumulative changes in fair
value between the derivative contract and the hetddgen over time. Any change in fair value resgtinom ineffectiveness is recognized
immediately in earnings. Hedge accounting is difooed prospectively if it is determined that thexidative is no longer effective in offsettil
changes in the cash flows of the hedged item.

For interest rate hedges related to interest rooiried to construct fixed assets, other comprekieristcome is released to earnings as
interest expense is accrued on the underlying #elbtinterest rate hedges related to interestalamgt in the construction of fixed assets, other
comprehensive income is released to earnings esstet is depreciated over its useful life.
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Contingencies—We record liabilities for estimated loss contingies when we believe a loss is probable and theuatraf the probable
loss can be reasonably estimated. Once establigleealdjust the estimated contingency loss accosaiifanges in facts and circumstances that
alter our previous assumptions with respect tdiketihood or amount of loss.

We recognize loss of hire insurance recovery oaaézed or contingencies related to the realizighilf the amount earned are resolved.

Income Taxes—Income taxes are provided based upon the taxdaggates in the countries in which our subsidsaaie registered and
where their operations are conducted and incomegpenses are earned and incurred, respectivelyeddégnize deferred tax assets and
liabilities for the anticipated future tax effectstemporary differences between the financialkestent basis and the tax basis of our assets and
liabilities using the applicable enacted tax raesffect the year in which the asset is realizethe liability is settled. A valuation allowance
for deferred tax assets is established when itoertikely than not that some portion or all of theferred tax assets will not be realized.

We recognize tax benefits from an uncertain taxtiposonly if it is more likely than not that theogition will be sustained upon
examination by taxing authorities based on thert®eth merits of the position. The amount recogniizetthe largest benefit that we believe has
greater than a 50% likelihood of being realizedrupettiement. Actual income taxes paid may vargnfestimates depending upon changes in
income tax laws, actual results of operations &edihal audit of tax returns by taxing authoriti#ge recognize interest and penalties relate
uncertain tax positions in income tax expense.

Subsequent Events—We have evaluated subsequent events through teetdafinancial statements were issued. See Note 2

Recently Issued Accounting Standards

Fair Value Measurements and Disclosures—-In May 2011, the FASB issued an accounting stadslapdate that changes the wording
used to describe many of the requirements in GA#Rrfeasuring fair value and for disclosing inforioatabout fair value measurements.
Some of the amendments included in this updatégrded to clarify the application of existingrfaalue measurement requirements. This
update is effective for annual periods beginnirtgradecember 15, 2011. We do not expect that ocoptémh will have a material effect on the
disclosures contained in our notes to consolidtetcial statements.

Presentation of Comprehensive Income—In June and December 2011, the FASB issued guidancthe presentation of comprehensive
income. This guidance eliminates the current optiioreport other comprehensive income and its corapts in the statement of changes in
equity and also requires presentation of reclasgitn adjustments from other comprehensive inctimmet income on the face of the financial
statements. With the exception of the requiremeprésent reclassification adjustments from otlenmrehensive income to net income on the
face of the financial statements that has beenrmef@ending further deliberation by the FASB, thisdance is effective for fiscal years and
interim periods beginning after December 15, 20¥#&.do not expect these changes to impact the ddasad financial statements other than
the change in presentation.
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Note 3—Property and Equipment
Property and equipment consists of the following:

December 31

2011 2010
(In thousands

Drillships and related equipme $3,435,66! $1,890,44!

Other property and equipme 12,44 3,50¢

Property and equipment, cc 3,448,101 1,893,95.

Accumulated depreciatic (12,096 (529)

Property and equipment, r $3,436,01! $1,893,42!

On March 15, 2011, the Company entered into cot#tnaith Samsung Heavy Industries (“SHI”) for thenstruction of its fifth and sixth
advanced-capability, ultra-deepwater drillshipg,Rlacific Khamsirand thePacific Sharay, which are expected to be delivered in the second
quarter and third quarter of 2013, respectivelye Bl contracts for thRacific Khamsirand thePacific Sharayprovide for an aggregate
purchase price of approximately $1.0 billion foe #xcquisition of these two vessels, payable irallmsents during the construction process, of
which we have made payments of $124 million throDgleember 31, 2011. We anticipate making paymemtth&Pacific Khamsirand the
Pacific Shara\of approximately $174 million in 2012 and approxteig $696 million in 2013.

In June 2011, we paid SHI $2.0 million for an optio construct a seventh drillship at the sameepaiind other terms and conditions as
the contracts for thBacific Khamsirand thePacific Sharay, subject to a price increase of not more thanShffillion and certain adjustments
to compensate for foreign exchange rate fluctuatidine option was originally valid until October, 2011 and was subsequently extended
through February 17, 2012 at no cost. We furthéereded the option further until March 2, 2012 oa $ame commercial terms and made a
down payment of $5.0 million to initiate equipmentlers. On March 2, 2012, we exercised the optiarohstruct our seventh drillship. The
original $2.0 million option payment and the $5.0lion down payment will be credited against thesfiinstallment owed to SHI. The
construction contract for the seventh drillshipodafscludes an option for an eighth newbuild drilisbn the same terms and conditions as those
for the seventh drillship.

During the years ended December 31, 2011, 2012@08, the Company deferred certain drillship paythender amendments of the
original construction contracts. Per the amendmémiisrest accrues at a rate of six percent penrmnburing the years ended December 31,
2011, 2010 and 2009, we capitalized interest aafs$31.0 million, $99.0 million and $43.8 milliorgspectively, on assets under construction
related to interest incurred on the deferred coostn payments, the related-party loan and lomg-igebt.

During the years ended December 31, 2011, 2012@08, depreciation expense was $11.6 million, $@ldon and $0.1 million,
respectively.

Note 4—Investment In and Notes Receivable from JoirVenture

A legal entity is a variable interest entity (“VIEf the entity’s equity investment at risk doeg poovide its holders, as a group, with the
power through voting or similar rights to direcetactivities that most significantly impact theigié economic performance. We are required
to consolidate VIEs if we have the
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power to direct the activities of a VIE that moigfrsficantly impact the entitys economic performance and the obligation to ablesdes of th
entity or the right to receive benefits from theE\Mthat could potentially be significant to the VIEthese conditions are met, we have a
controlling financial interest and are the primbagneficiary of the VIE.

Once an entity is identified as a VIE, we perforiualitative assessment to determine whether wéharprimary beneficiary. A
qualitative assessment begins with an understarafingture of the risks in the entity as well as tiature of the entity’s activities, including
terms of the contracts entered into by the enditiynership interests issued by the entity, how tliege marketed and the parties involved in the
design of the entity. We then identify all of thariable interests held by parties involved with YHE including, among other things, equity
investments, debt financing, any financial and genfance guarantees and significant contractedcgeproviders. Once we identify the
variable interests, we determine those activities &re most significant to the economic perforneasfcthe entity and which variable interest
holder has the power to direct those activities.

The Company owned a 50% interest in TPDI thatésmeéed in our consolidated financial statementsubh the date of assignment to a
subsidiary of the Quantum Pacific Group on MarchZl 1. The TPDI Joint Venture was formed with Baeean Offshore International
Ventures Limited (“TOIVL”") to construct, own, angberate or charter two deepwater drillships, narhedhirubai Deepwater KG{* KG1")
andDhirubai Deepwater KGZ* KG2"). Until the formation of the Joint Venture in ZDMboth drillships under construction were owned by
Pacific Drilling. KG1 started operating in July 2009 a2 started operating in March 2010.

The Joint Venture Shareholder Agreement definedigis and restrictions with respect to the gosene and management of TPDI.
Among other things, the Joint Venture Shareholdgre@ment provided that TOIVL may provide certaicidental general and administrative
functions on behalf of TPDI, including procuremand payables, treasury and cash management, pefsowhpayroll and accounting. At
inception, the Joint Venture Shareholders alsoredtmto construction management agreements tbatded TOIVL would design, construct,
equip and test the TPDI deepwater drillships.

The Joint Venture Shareholders entered into a niakagreement with TOIVL that granted TOIVL an kgive right to market the
TPDI deepwater drillships for use in any territoryregion. The Joint Venture Shareholders alsoredtto an operating agreement with
TOIVL that appointed TOIVL to act as the operatbthee TPDI deepwater drillships, including day-taydnanagement and supervision and
operating, maintenance, administrative and relagadices.

The Joint Venture Shareholder Agreement requir@at ¥&nture Shareholders each provide capital ansoto the Company, to the extent
expenditures were not funded by third-party indebgss, in proportion to their respective ownergigentages to fund (1) all expenditures
required to be made under various management seagieements, (2) any performance guaranteesy fumedls, or letters of credit, (3) an
adequate level of working capital for the Compang &) additional requirements agreed to by thatdéénture Shareholders.

The Joint Venture Shareholders entered into areaggat under which Pacific Drilling, beginning ontGer 18, 2010, had the right to
exchange its interest in the Joint Venture for ehaf Transocean Ltd. or cash at a purchase pamedbon an appraisal of the fair value of the
KG1landKG2, subject to various customary adjustments.

We determined that the Joint Venture met the caitef a VIE as TPDI's equity investment at risk wemd sufficient for the entity to
finance its activities without additional subordied financial support. We also determined that $oaean was the primary beneficiary for
accounting purposes since Transocean a) had the
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power to direct the marketing and operating adéigjtwhich were the activities that most signifitmpact TPDI’s economic performance
and b) had the obligation to absorb losses oritfe to receive benefits that could potentiallydignificant to the VIE. As a result, we
accounted for TPDI as an equity method investmepur consolidated financial statements.

At inception, the Joint Venture Shareholders ewténto promissory note agreements with TPDI to ftheelformation of the Joint
Venture. The promissory notes accrued interestBOR plus 2% per annum with semi-annual interegihpents. The Joint Venture, upon
providing written notice, was permitted to defeypent of interest (including any prior deferreceirgst) to the following interest payment d

On September 4, 2009 and October 23, 2009, Pdxifiiing provided additional promissory notes of3Q million and $27.3 million,
respectively, to the Joint Venture. During 2011 20dO0, the Joint Venture elected to defer intgpagiments due under the promissory notes.

The loans were scheduled to mature ten yearsthftetate of the respective notes. The Joint Ventyren providing written notice, was
permitted to defer the maturity date for a peribdmto ten years. The Joint Venture was not reglio make any payments of principal or
interest prior to the maturity date. The Joint \teatcapitalized interest expense on the Sharehptdenissory notes as a cost of property and
equipment through the date the deepwater drillshig® placed in service.

During 2009, the Joint Venture entered into interate swaps, which are designated as cash flogdsedf the future interest payments
on variable rate borrowings under its bank creatilities to reduce the variability of cash inténeayments. As of December 31, 2010, the .
Venture recorded $(34.9) million of accumulatedentbomprehensive (loss) income representing tleet@fe portion of the cash flow hedges.
Pacific Drilling recorded its 50% share of $(17n&jlion as of December 31, 2010 in our consoliddtedncial statements. During the years
ended December 31, 2011, 2010 and 2009, Pacifitrigrreclassified $3.0 million, $11.5 million ar$6.4 million, respectively, of losses
previously recognized as accumulated other compghe income to equity in earnings of Joint Ventdree Joint Venture recognizes gains
and losses associated with the ineffective pomiothe cash flow hedges in interest expense ip#n®d in which they are realized. During the
years ended December 31, 2011, 2010 and 2009%ithteVEnture recorded ineffectiveness gains (Igss€$0.6 million, $(0.3) million an
$0.8 million, respectively, to interest expense.

In April 2010, Transocean Inc. (“Transoceanfid Pacific Drilling entered into a letter of crefdie agreement whereby Transocean a(
to provide a letter of credit as needed for purpadel PDI's compliance with terms under its banédit facility. In return, Pacific Drilling
agreed to pay Transocean its 50% share of a 4.2%npeim fee on the required letter of credit amobDuting the years ended December 31,
2011 and 2010, Pacific Drilling incurred $0.3 nuhiand $0.9 million, respectively, of fees relatethis agreement that is recorded as interest
expense in our consolidated statement of operations

On March 30, 2011, the Company assigned its inteiesTPDI’s equity, promissory notes to Joint M@etand accrued interest on
promissory notes from Joint Venture to a subsid@rthe Quantum Pacific Group. The TPDI interestéehbeen assigned on March 31, 2011,
which date was used for convenience after our csimh that there were no material intervening tatisns between March 30, 2011 and
March 31, 2011. The assignment was recorded arsgpied as a dividend in-kind within our consoliddiaancial statements.
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Summarized TPDI consolidated balance sheets dmdlaws:

Balance shee
Current assetl
Property and equipment, r
Other asset
Total asset
Current liabilities

Long-term liabilities
Shareholdel equity

Total liabilities and sharehold¢ equity

Summarized TPDI consolidated results of operatayasas follows:

Income statemen
Operating revenue
Operating expenst
Operating incom
Interest expense, n
Other expens
Income before income tax
Income tax expens
Net income

For the three
months ended
March 31, 201!

$ 90,41
35,49;
54,92:

(13,95¢)

(99)

40,86°
4,16¢

$  36,69¢
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March 31,
2011

December 31

2010

(In thousands

$ 193,47 $ 203,95
1,421,21! 1,430,96;
8,957 11,06+
$1,623,65. $1,645,98;
$ 275,02 $ 282,96
1,216,01 1,274,52:
132,61 88,49(
$1,623,65. $1,645,98;

Years ended December 3.

2010
(In thousands

$304,09:
129,21«
174,87t
(52,762)
(13¢)
121,97
13,71
$108,26:

2009

$ 57,02
35,67
21,34¢
(10,706)

(44¢5)
10,19«
2,437

$ 7,75
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Note 5—Debt
Project Facilities Agreement
A summary of debt is as follows:

December 31,

2011 2010
(In thousands

Due within one yeal

Bora Term Loar $ 50,00( $ 50,00(
Mistral Term Loar 62,50( —
Scirocco Term Loal 43,75( —
Santa Ana Term Loa 62,50( —
Total current dek 218,75( 50,00(
Long-term debt:
Bora Term Loar $ 350,00( $400,00(
Mistral Term Loar 387,50( —
Scirocco Term Loal 331,25( —
Santa Ana Term Loa 387,50( —
Total lon¢-term debt 1,456,25I 400,00(
Total debi $1,675,00! $450,00(

In September 2010, Pacific Bora Ltd., Pacific Mastrtd., Pacific Scirocco Ltd., and Pacific SantaaA_td. (collectively, the
“Borrowers”), and Pacific Drilling Limited (as tH&uarantor,” and together with the Borrowers, tB®frowing Group”) entered into a project
facilities agreement with a group of lenders t@fine the construction, operation and other costscaged with théacific Bora, thePacific
Mistral , thePacific Sciroccaand thePacific Santa Angthe “Original Project Facilities Agreement”). Onalth 31, 2011, in connection with
the Restructuring, the Borrowing Group amendedrasthted the Original Project Facilities Agreentgnentering into the Amended and
Restated Project Facilities Agreement (the “Profeatilities Agreement”) and a Charter Waiver Reguester (“Waiver Letter”).

The Project Facilities Agreement includes a Bormtan, a Mistral term loan, a Scirocco term laad a Santa Ana term loan (each, a
“Term Loan” and, collectively, the “Term Loans” thre “Term Loan Facility”) with maximum aggregate @mts available of $450 million,
$500 million, $500 million and $500 million, respieely, that collectively may not exceed $1.8 loitli Each Term Loan consists of three
tranches: one in favor of a syndicate of nine concraébanks (the “Commercial Tranche”), one in fawbthe Ministry of Trade and Industry
of the Norwegian government (and guaranteed b\tinevegian Guarantee Institute for Export Creditsg (‘GIEK Tranche”) and one in favor
of The Export-Import Bank of Korea (the “KEXIM Trahe”), with maximum aggregate amounts availabl§1o0 billion, $350 million and
$450 million, respectively.

Borrowings under the Term Loans bear interest@t tindon Interbank Offered Rate (“LIBOR”) plus gwphcable margin. Prior to the
effective date of the first drilling contract insggect of a Borrower’s drillship, the applicable giarunder the relevant Term Loan is 4% per
annum. Subsequent to the effective date of thediiling contract in respect of such Borrowerislidhip and until 12 months after delivery of
all four drillships, the applicable margin is 3.5%r annum. Subsequent to 12 months after the dglofeall four drillships, the
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applicable margin is based on the Borrowing Grotissorical debt service coverage ratio. If théoré not greater than 125%, the applicable
margin is 3.5% per annum. If the ratio is great@nt125%, the applicable margin is 3% per annuterdst is payable every three months.

The Commercial Tranche under the Term Loan Faaitiitures on October 31, 2015 and the GIEK Tranaoketlze KEXIM Tranche eat
mature on October 31, 2019. The Commercial Traneheires a residual debt payment of $200 milliomaturity for each Term Loan. The
GIEK Tranche and the KEXIM Tranche each containgpttons exercisable if GIEK and KEXIM do not reeetimely refinancing for the
Commercial Tranche or if the Commercial Trancheasrefinanced on terms acceptable to GIEK and KEXf the GIEK and KEXIM
Tranche put options are exercised, it would reqfuilgorepayment of the relevant GIEK and KEXIM Tiche proportion of all loans
outstanding without any premium, penalty or feearf kind on the maturity date of the Commerciarbhe.

Borrowings under the Commercial Tranche may begicejm whole or in part with a 1% penalty on thecamt prepaid if such
prepayment takes place within one year after thigatg of the fourth drillship and no penalty thafeer. Borrowings under the GIEK Tranche
and the KEXIM Tranche may be prepaid in whole opamt with a 0.5% penalty.

In November 2010, we borrowed $450 million under Bora Term Loan. During 2011, we borrowed $450iom] $375 million and
$450 million under the Mistral Term Loan, the Scoo Term Loan and the Santa Ana Term Loan, resyti

The Bora Term Loan requires us to make ten amadidgizpayments of $25.0 million every six months coemcing in April 2011, with
the residual debt payment of $200 million due indder 2015. The Mistral Term Loan, Scirocco Ternah@nd Santa Ana Term Loan requ
us to make eight amortization payments of $31.8anil $21.9 million and $31.3 million, respectiveBvery six months commencing in April
2012, with the residual debt payment of $200 milleach due in October 2015.

During the years ended December 31, 2011 and Zdific Drilling incurred and capitalized interestpense of $51.5 million and
$12.6 million, respectively, on the Term Loans. &oounts were incurred and capitalized during ttee gaded December 31, 2009.

The indebtedness under the Project Facilities Agese is guaranteed by the Guarantor. In conjunatitim entering the Project Facilities
Agreement and in relation to the Guarantor’s transf its TPDI investment, a subsidiary of the QuamPacific Group has guaranteed to the
lenders that any proceeds from the exercise gbth@ption relating to the equity interest in TRzl be used to prepay or secure the Project
Facilities Agreement. The obligations of the Boressvunder the Term Loan Facility are joint and s&lv@ he Project Facilities Agreement is
secured by several collateral components, whicluswal and customary for facilities of this typieesand purpose. The security provided tc
lenders is cross-collateralized across all Termnisaand comprises assignments of refund guarargiepbuilding contracts and insurances, a
first preferred mortgage over each Borrower’s shilp and other types of collateral.

The Project Facilities Agreement requires compkawith certain affirmative and negative covenaht aare customary for such
financings. These include, but are not limitedréstrictions on (i) the ability of each of the Bmnrers to pay dividends to its shareholder or to
sell assets and (i) the ability of the BorrowingoGp to incur additional indebtedness or liens, enakestments or transact with affiliates
(except for certain specified exceptions). The Baers are restricted in their ability to transtegit net assets to the Guarantor whether in the
form of dividends, loans or advances. As of Decan3fie 2011, the Borrowing Group held $1.5 billidirestricted net assets.
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The Guarantor (through the Borrowing Group) is atsguired to (i) enter into and maintain drillingndracts for each drillship (except as
permitted by the Waiver Letter), (ii) maintain casttount balances reserved for debt service pagn@ijtmaintain Guarantor liquidity and
(iv) maintain contributed equity above certain lsvend to meet a required level of collateral memiance whereby the aggregate appraised
collateral value must not be less than a certaingmage of the total outstanding balances and doments under the Project Facilities
Agreement.

The Project Facilities Agreement also requires d@npe by the Guarantor with financial covenantduding (i) a projected debt service
coverage ratio of the Borrowing Group, (ii) a higtal debt service coverage ratio of the Borrow@mup, (iii) a maximum leverage ratio of
the Guarantor and (iv) minimum liquidity requirentepf the Guarantor. The Project Facilities Agrertmequires that the Guarantor maintain
(i) a projected (looking forward over the followibngelve months) debt service coverage ratio oéast 1.1x through June 30, 2012 and 1.2x
thereafter; (ii) a historical (looking back oveetpreceding twelve months) debt service coveraie ofat least 1.1x through December 31,
2013 and 1.2x thereafter; (iii) a maximum levereg® of 65% and (iv) a minimum liquidity of $50 tion after the delivery of all four
drillships. We were in compliance with all covermat of December 31, 2011.

Each Borrower is also required under the Projectlifias Agreement to hedge 75% of outstanding available balances against floating
interest rate exposure.

The Project Facilities Agreement contains evendaf&ult that are usual and customary for a finapof this type, size and purpose.
Upon the occurrence of an event of default, bomgsiunder the Project Facilities Agreement areeittp acceleration.

For purposes of preparing our scheduled maturiiebt, borrowings under the GIEK Tranche andEXIM Tranche are presented
assuming an exercise of the option to acceleratentturity date to October 31, 2015. Maturitiedoof)-term debt for each of the five years
ending after December 31, 2011 are as follows:

(In thousands
Year ended 201 $ 218,75(
Year ended 201 218,75(
Year ended 201 218,75(
Year ended 201 1,018,75!

Year ended 201 —

Temporary Import Bond Facilities

On July 13, 2011, we entered into a temporary Stphetter of Credit (“SBLC”) facility with CitibankN.A. to support the Temporary
Importation (“T1”) bond for thePacific Borarequired in Nigeria. On December 6, 2011, we entér® separate temporary SBLC facilities v
Citibank, N.A. and Standard Charter Bank to supti@tT| bond for thé&acific Sciroccaequired in Nigeria.

As part of the standard Nigerian importation reguients for equipment, we are required to eitheointjine vessel into Nigeria on a
permanent basis and pay import duties or appla for permit and put up a bond for the value ofithport duties instead.

Under the Bora SBLC facility, Citibank, N.A., asisng bank, has issued a Letter of Credit (“LC) thee benefit of Citibank Nigeria
denominated in the Nigerian currency, Naira, indhunt of approximately $99.8 million. This Bor€ Iprovides credit support for the Bora
TI bond that was issued by Citibank Nigeria in fagbthe Government of Nigeria Customs Servicetfi@Pacific Bora.
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Under the Scirocco SBLC facilities, Citibank, N.@&nd Standard Charter Bank, as issuing banks, remleissued a LC for the benefit of
Citibank Nigeria and Standard Charter Bank Nigdaaominated in Naira in the collective amount giragimately $109.5 million. These
LC’s provide credit support for the Tl bonds thatresissued by Citibank Nigeria and Standard Ch&#ek Nigeria in favor of the
Government of Nigeria Customs Service for Begific Scirocca

Both the Bora and Scirocco SBLC facilities will éxgoafter a one-year period and will be renewabteafiditional one-year terms based
on the initial contract term of each vessel. Ouigalions under the Bora and Scirocco temporary SBdcilities are secured by a $50 million
and $99 million cash deposit, respectively, whheicorded as current restricted cash in our cataet balance sheets. The SBLC facilities
and TI bonds require the Company to pay fees catledlbased on outstanding balances of the TI libad,C and the restricted cash deposit.
As of December 31, 2011, the weighted-averageofdatee fees on the Bora and Scirocco SBLC facditad Tl bonds was approximately
1.37% and 0.80%, respectively. During the year dridlecember 31, 2011, $0.7 million in interest exggeon the Bora and Scirocco SBLC
facilities and TI bonds was incurred of which $fhillion was recorded to property and equipmenteagstalized interest costs.

Note 6—Restricted Cash

Restricted cash consists primarily of bank accobetd with financial institutions as security ftvetProject Facilities Agreement and the
Bora and Scirocco SBLC facilities.

Note 7—Income Taxes

Pacific Drilling S.A., a holding company and Luxeoulog resident, is subject to Luxembourg corponateme tax and municipal
business tax at a combined rate of 28.8 percerglif@ing dividend income and capital gains on theof qualifying investments in
subsidiaries are exempt from Luxembourg corporaterne tax and municipal business tax. Consequdralgific Drilling S.A. expects
dividends from its subsidiaries and capital gamsif sales of investments in its subsidiaries texmmpt from Luxembourg corporate income
tax and municipal business tax.

Pacific Drilling S.A. was formed to act as an iredit holding company for our Predecessor, a compaygnized under the laws of
Liberia, and its subsidiaries in connection witha fRestructuring. Our Predecessor is a non-resdtenestic Liberian corporation. As such, our
Predecessor is exempt from tax on income derivésidriof Liberia.

Income taxes have been provided based on the lagveages in effect in the countries in which ouegtions are conducted or in which
our subsidiaries are considered residents for irctax purposes. Our income tax expense or bemifggsafrom our mix of pretax earnings or
losses, respectively, in the international taxsdidtions in which we operate. Because the coumtnievhich we operate have different statutory
tax rates and tax regimes with respect to one angthere is no expected relationship between tbheigion for income taxes and our income
loss before income taxes.
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Income / (loss) before income taxes consistedefalowing:

Years ended December 31,

2011 2010 2009
(In thousands
Liberia $ 15,34¢ $37,87¢ $(1,879)
Luxembourg (1,287 — —
United State: (2,759 49€ (5849)
Other Jurisdiction (11,019 (1,126 211
Total $ 297 $37,25( $(2,257)

The components of income tax (provision) / beregitsisted of the following:

Years ended December 31,

2011 2010 2009
(In thousands
Current income tax expens
Liberia $ — $— $—
Luxembourg — — —
United State: (164) (301) (25)
Other Foreigr (6,205 (22) (6)
Total current $(6,36¢) $(322) $(31)
Deferred tax benefi
Liberia $ — $— $—
Luxembourg — — —
United State: 782 344 —
Other Foreigr 2,38 27 —
Total deferrec $ 3,16¢ $ 371 $—
Income tax (expense) bene $(3,200 $ 49 $(31)

A reconciliation between the Luxembourg statut@terof 28.8 percent and Liberian statutory rateend percent and our effective tax
rate is as follows:

Years ended December 3.

2011 2010 2009
Statutory rate 28.&% 0.C% 0.C%
Effect of tax rates different than the Luxemboungl &iberian statutory ta
rates 108.59% -0.1% -1.4%
Change in valuation allowan 934.1% 0.C% 0.C%
Adjustments related to prior yee 6.C% 0.C% 0.C%
Other 0.C% 0.C% 0.C%
1077.% -0.1% -1.4%

Effective tax rate
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The components of deferred tax assets and liasiltonsist of the following:

December 31,
2011 2010
(In thousands

Deferred tax asset

Net operating loss carryforwar $ 2,547 $—
Accrued payroll expense 2,17¢ 934
Deferred revenu 2,41( —
Other 18 21
Deferred tax asse 7,15( 95t
Less: valuation allowanc (2,547 —
Total deferred tax asse $ 4,60: $ 95¢
Deferred tax liabilities
Depreciation and amortizatic $(1,067) $(584)
Other — —
Total deferred tax liabilitie $(1,063) $(589)
Net deferred tax asse $ 3,54( $ 371

As of December 31, 2011, the Company had grossreeféax assets of $2.5 million related to lossycéorwards in Nigeria and Brazil.
The loss carry forwards have no expiration.

A valuation allowance for deferred tax assets faldshed when it is more likely than not that sguoetion or all of the deferred tax
assets will not be realized. As of December 31,1241d 2010, the valuation allowance for deferredassets was $2.5 million and $0,
respectively. The increase in our valuation allogeaprimarily resulted from losses incurred in Nigeand Brazil during the current year for
which we believe it is more likely than not thataa benefit will not be realized.

We recognize tax benefits from an uncertain tasitiposonly if it is more likely than not that theogition will be sustained upon
examination by taxing authorities based on thertieeth merits of the position. As of December 311 28ve have not accrued any liabilities
with respect to uncertain tax positions. We wittagnize interest and penalties related to unceté&ipositions in income tax expense.

Pacific Drilling is subject to taxation in variofmreign and state jurisdictions in which it condubtisiness. As of December 31, 2011,
Pacific Drilling is not under audit in any of therisdictions in which we operate. Pacific Drillilgopen to tax audits for the 2008 to 2011 tax
years in the United States and the 2009 to 201%dars in Singapore. There are no known pendingualis.

Note 8—Related-Party Loan

The related-party loan was provided by Winter Foehimited (“Winter Finance”), a subsidiary of teiantum Pacific Group. Effective
January 1, 2009, Winter Finance and Pacific Ddllaxecuted an intercompany revolving loan agreemvéhta maximum commitment not to
exceed $1 billion in principal borrowings. All otasding amounts under the unsecured loan with WHFiteance were converted into
outstanding borrowings under the intercompany rgxglloan agreement on January 1, 2009.
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Effective May 1, 2010, Pacific Drilling and WintBinance amended the intercompany revolving loaaeagent to increase the maxim
amount of borrowings under the intercompany revgJban agreement to $1.5 billion. In November 20k6 Company made a $69.4 million
related-party loan payment in conjunction and caamgle with the first utilization under the Bora fireLoan and $655 million of the related-
party loan was converted into equity. On Decemlg2810, all outstanding related—party loan priatgnd accrued interest, in the amount of
$892.6 million, was converted into equity in Pacifirilling Limited. During the year ended DecemBér, 2011, Pacific Drilling borrowed
$142.2 million. On March 23, 2011, all outstandietated—party loan principal and accrued inteiaghe amount of $142.8 million, was
converted into equity of Pacific Drilling Limitedollowing the conversion, the Intercompany Loanégnent was terminated.

Borrowings under the intercompany revolving loareagnent accrued interest at the rate of six pegenannum. Outstanding principal
and accrued interest balance were due on the tafioindate of the agreement, January 1, 2016. Duhie years ended December 31, 2011,
2010 and 2009, Pacific Drilling capitalized interezspense of $0.6 million, $60.1 million and $3&ndlion, respectively, on the related-party
loan as a cost of property and equipment.

Note 9—Shareholder’s Equity

As of December 31, 2008, the common stock of Rabifilling Limited consisted of 500 shares of authed and issued common stock
with no par value.

On March 13, 2009, the Board of Pacific Drillingiited authorized and approved an amendment arateastnt of its Articles of
Incorporation, to increase the authorized numbehafes of common stock, no par value per sha82a@®00 shares.

On March 27, 2009, the Board of Pacific Drillingtited authorized, approved and declared a divigeyadble in shares of common
stock of Pacific Drilling on March 30, 2009 to thelder of record of the existing issued sharefiégnamount of 1,609 shares of common stock
for each share of common stock then outstandisgitieg in 805,000 shares of Pacific Drilling comm&tock being issued and outstanding. In
connection with the dividend, the Board of Pacifidlling Limited also assigned a $0.001 par valaeach share of common stock.

On May 26, 2009, Pacific Drilling underwent a charig shareholder, whereby Quantum became the batelsolder of the Company."
accomplish the shareholder change, Pacific Driliagceled the common stock certificates previoisslyed to Gladebrooke and issued a new
common stock certificate for 805,000 common shayéguantum.

On November 29, 2010, $655 million of the relatedtyp loan from Winter Finance was assigned to QuanfThe related-party loan was
then converted to equity in Pacific Drilling, inetiorm of additional paid in capital by means dféing contributed, by Quantum, as an
additional capital contribution for the common $&deld by it as sole shareholder of the Company.

On December 10, 2010, the Board of Pacific Drillinmited authorized and approved an amendment estatement of its Articles of
Incorporation, to increase the authorized numbehafes of common stock, no par value per sha@&0@0,000 shares of common stock.

On December 31, 2010, Quantum was assigned atbodliag principal and accrued interest of the eglgtarty loan from Winter
Finance, which was then converted to equity, inatm@unt of $892.6 million, in Pacific Drilling irxehange for the issuance of 1,115,761
shares of common stock.
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On March 11, 2011, Pacific Drilling S.A. was incorpted under the form ofsociété anonymgoverned by the laws of the Grand Duchy
of Luxembourg with a share capital of $50,000 repréed by 50,000 common shares, no par value.

On March 23, 2011, Quantum Pacific Group was assi@tl outstanding principal and accrued interésh® related-party loan in the
amount of $142.8 million, which was then convetie@quity in the Company by means of it being dbnted as additional consideration for
the existing shares held by it as sole sharehalfitre Company.

On March 30, 2011, the Company assigned its inteiesTPDI’s equity, promissory notes to Joint M@etand accrued interest on
promissory notes from Joint Venture to a subsidarthe Quantum Pacific Group. The assignment wasrded and presented as a dividend in:
kind within our consolidated financial statements.

Additionally, on March 30, 2011, the Board of Pacrilling S.A. resolved to split the 50,000 inparation common shares into
5,000,000 common shares, no par value. The Boaodrasolved for Quantum Pacific (Gibraltar) Limitedoecome the indirect sole
shareholder of all issued Pacific Drilling Limitedmmon shares in exchange for the issuance of @@®00 common shares of Pacific Drilli
S.A. Further, on March 30, 2011, the sharehold&t &ageneral meeting to approve amending the Coppaticles to authorize the Board of
Directors, for a period of five years, to issueto$50,000,000 of share capital (inclusive of corghare capital of the Company).

On April 5, 2011, Pacific Drilling completed a paite placement of 60,000,000 common shares forroeepds of approximately
$575.5 million, $0.01 par value.

In November 2011, the Company completed an irtiddlic offering of 6,000,000 common shares. In Delser 2011, the underwriters
purchased an additional 900,000 common shares gnirsuthe full exercise of an over-allotment opti®he initial public offering resulted in
net proceeds of approximately $50.3 million.

In December 2011, the Company also issued 7,20@000non shares to one of our wholiyned subsidiaries, which represents 3.3t
our outstanding common shares. These common sh@d®ld in treasury for purposes of administedangPacific Drilling S.A. 2011
Omnibus Stock Incentive Plan.

As of December 31, 2011, the Company’s share daptesisted of 5,000,000,000 common shares autuhr224,100,000 common
shares issued and 216,900,000 common shares alitsfari which approximately 69.2% is held by QuantBacific (Gibraltar) Limited.

Note 10—Share-Based Compensation
2009 Stock Plan

On April 24, 2009, the Board of our Predecessor@ad the creation of the Pacific Drilling Limit@®09 Omnibus Stock Incentive Plan
(the “2009 Stock Plan”), which provided for issuara common stock options, as well as share apgtienirights, restricted shares, restricted
share units, and other equity based or equityaelatvards to directors, officers, employees andwtants of Pacific Drilling. Further, the
Board resolved that 15,000 shares of our Predecessonmon stock be reserved and authorized forisse pursuant to the terms of the 2009
Stock Plan.

On April 24, 2009, the Board also authorized tlseidgce of 6,684 common stock options to certaicwgkes and employees at a per
share exercise price of $1,000, which the Boardrdghed at issuance to be
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the fair market value of a share of our Predecé&ssommon stock. The options issued in 2009 haongractual term of 10 years and were
scheduled to vest 50%, 25% and 25% on March 311,28012 and 2013, respectively. On December 210,20& Board resolved that the
number of shares reserved and authorized for isgyaursuant to the terms of the 2009 Stock Plandreased by 25,000 to a total of 40,000
shares of our Predecessor’'s common stock. Additigribe Board authorized the issuance of 12,57#mon stock options to certain
executives and employees at a per share exerétgeqir$800, which the Board determined at issuaodee the fair market value of a share of
our Predecessor’'s common stock. The options isisu2d10 had a contractual term of 10 years and weheduled to vest 25% annually on
March 31, 2011, 2012, 2013 and 2014.

Pursuant to the terms of the options granted, cenldtessor could elect to settle the stock optipes exercise in cash instead of issuing
shares of our common stock. The Company anticipsgéiting any of the 2010 and 2009 stock optionsaish. As such, the stock options were
accounted for as liability awards at fair value.ddPDecember 31, 2010, the long-term liability tbe stock options was $0.7 million.

For the 2010 and 2009 grants, the fair value ohegation award was estimated using a Black-Schui¢isn valuation model. Expected
volatility was based on implied volatilities frorne expected volatility of a representative groupwf publicly listed industry peer group as the
historical volatility of the Company did not proeic reasonable basis for estimating volatility. €kpected terms of the options was calcul
using the simplified method as the historical optaxercise experience of the Company did not pmsaideasonable basis for estimating
expected term. The risk free interest rates weteraéned using the implied yield currently avaikabr zero-coupon U.S. government issues
with a remaining term equal to the expected lif¢hef options.

The fair value of options as of December 31, 20@8 $500 for the 2009 stock options, using the ¥alg assumptions:

2009
stock options
Expected volatility 35%
Expected term (in year 6.0C
Expected dividend —
Risk-free interest rat 3.0(%

The fair value of options as of December 31, 2048 $268 and $217 for the 2010 and 2009 stock aptiespectively, using the

following assumptions:

2010 2009
stock options stock options
Expected volatility 51.7% 53.(%
Expected term (in year 6.2t 5.5C
Expected dividend — —
Risk-free interest rat 2.3%% 2.12%

2011 Stock Plan

On March 31, 2011, as part of the Restructuring,Gbompany cancelled the “2009 Stock Plan.” Furttier Board approved the creation

of the Pacific Drilling S.A. 2011 Omnibus Stock émtive Plan (the “2011 Stock Plan”), which providesissuance of common stock options,
as well as share appreciation rights, restrictedes) restricted share units and other equity basseduity related awards to directors, officers,
employees and consultants. The Board also restihatd.2 million common shares of Pacific DrilliSgA. be reserved and authorized for
issuance pursuant to the terms of the 2011 Stak Pl
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In conjunction with the Restructuring and canc@labf stock option grants under the 2009 Stock Plae Company issued 1,471,601
common stock options in Pacific Drilling S.A. aseplacement of the 2010 and 2009 stock options.réplacement awards were recorded as a
modification of an existing award. As exercisesegflacement awards will be settled in common shahes$2.3 million liability for stock
options issued under the 2009 Stock Plan on theafahodification was extinguished and the balaectassified to additional paid-in capital.

Additionally, on March 31, 2011, the Company grante329,710 common stock options to certain exeestand employees pursuant to the
2011 Stock Plan.

The 2009 replacement option grants vest 50%, 258@&f6 on March 31, 2011, 2012, and 2013, respégtiVbe 2010 replacement
option grants and the 2011 option grants vest 28ftialy over four years commencing on March 31,122@4d March 31, 2012, respectively.

The 2009 replacement option grants, 2010 replaceoption grants and the 2011 option grants wengeidsat an exercise price of $10.00 and
have a 10 year contractual term.

The fair value of each option award is estimatethendate of grant using a Black-Scholes optionatgbn model utilizing the
assumptions noted in the table below. Expectedilitydas based on implied volatilities from the gacted volatility of a representative grouy
our publicly listed industry peer group as thednisial volatility of the Company does not provideeasonable basis for estimating volatility.
The expected terms of the options is calculatedgusie simplified method as the historical optiaereise experience of the Company does
provide a reasonable basis for estimating expeetad. The risk free interest rates are determirgiaiguthe implied yield currently available 1
zero-coupon U.S. government issues with a remaitgirrg equal to the expected life of the options.

The fair value of the 2011, 2010 and 2009 stocioopgrants as of March 31, 2011, the date of modiifon and grant, was calculated
using the following assumptions:

2011 2010 2009
stock options stock options stock options
Expected volatility 52% 53% 53%
Expected term (in year 6.2t 6.0C 5.7t
Expected dividend — — —
Risk-free interest rat 2.65% 2.51% 2.4%%

A summary of option activity under the 2011 StotkrPas of and for the year ended December 31, 044 follows:

Weighted-
Weighted- average
remaining Aggregate
average contractual
exercise intrinsic
Options price term value
Outstanding—January 1, 2011 — $ —
Granted 2,801,31. 10
Exercisec — —
Cancellec — —
Forfeited or expirel (12,719 10
Outstandin—December 31, 201 2,788,591 $ 10 9.2 —
Exercisabl—December 31, 201 471,31: $ 10 9.2 —
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The weighted-average grant-date fair value of aygtigranted during the year ended December 31, ®83$1$5.24. There were no options
exercised during the years ended December 31, 2010, and 2009. As of December 31, 2011, total @reation costs related to nonvested
option awards not yet recognized is $9.6 milliod @expected to be recognized over 3.25 years.

On November 2, 2011, we also granted awards o0DX@stricted stock units with a grant date falugaf $8.54 under the 2011 Plan to
certain members of our Board of Directors in Novem®011. These restricted stock units will be edtth shares of our stock and will vest
over a period of four years. As of December 31,12@dtal compensation costs related to nonvestdated stock units not yet recognized is
$0.1 million.

During the years ended December 31, 2011, 2012@08, compensation expense recognized relatechte-dfased arrangement grants
totaled $4.5 million, $0.1 million and $0.6 milliprespectively, and is recorded in general and adtnative expenses in our consolidated
statements of operations.

Note 11—Derivatives

Pacific Drilling is currently exposed to marketkrisom changes in interest rates. From time to tivme may enter into a variety of
derivative financial instruments in connection wiitle management of our exposure to fluctuationstarest rates and to meet our debt
covenant requirements. We do not enter into devigdtansactions for speculative purposes; howdweerccounting purposes, certain
transactions may not meet the criteria for hedgewatting.

During 2011, we entered into an interest rate swapsduce the variability of future cash flowdle interest payments for the variable-
rate debt under the Project Facilities Agreemerd.d&signated the interest rate swaps as a caslinéldges for accounting purposes. The
interest rate swaps pay a fixed rate of interedtraneive LIBOR. The fixed interest rate swap raes1.83%, 1.87%, 1.6% and 2.39% under
the Bora Term Loan, Scirocco Term Loan, Mistralfidroan and Santa Ana Term Loan, respectively. ABaxfember 31, 2011, the notional
amount hedges 100%, 95%, 83% and 100% of thedatatanding borrowings under the Bora Term Loairo8co Term Loan, Mistral Term
Loan and Santa Ana Term Loan, respectively. Trer@st rate swaps expire on October 31, 2015.

The table below provides data about the fair vabfeterivatives that are designated as hedge mstnts as of December 31, 2011 and
2010:

Derivatives designated as Derivative Liabilities December 31
hedging instruments Balance sheet location 2011 2010
(In thousands
Shor-term—Interest rate sway Derivative liabilities, curren $20,46¢ $—
Long-term—Interest rate sway Other lon¢-term liabilities $30,76¢ $—
Total $51,238 $—

As of December 31, 2011, the Company expects tagsify a net loss of $15.7 million into earningshin the next twelve months.
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The following table summarizes the cash flow hegagi@s and losses and their locations on the catedelil balance sheet as of
December 31, 2011 and 2010 and consolidated stateratoperations for the years ended Decembe2(®1l1, 2010 and 2009:

Amount of loss Amount recognized in income
recognized in equity for Amount of loss reclassified from (ineffective portion and amount excluded
Derivatives in cash flow the years ended accumulated OCI into income for the from effectiveness testing) for the
hedging relationships December 31, years ended December 31, years ended December 31,
2011 2010 2011 2010 2009 2011 2010 2009
(In thousands
Interest rate sway $ (60,289 $ — $ 1,80Z $ — $ — $ — $ — $ —

For the years ended December 31, 2011, there lemrer ineffective amounts recognized in incomeltiag from our hedge effective
measurements. There were no undesignated hedgiivgtde instruments as of December 31, 2011 andhf® year ended December 31, 2(
The Company did not enter into or have outstandegvative hedge instruments in 2010 and 2009.

Note 12—Fair Value Measurements

We have estimated fair value by using appropriataation methodologies and information availablenemagement as of December 31,
2011 and 2010. Considerable judgment is requiretbueloping these estimates, and accordingly, aestidnvalues may differ from actual
results.

The estimated fair value of accounts receivablegants payable and accrued expenses approximaiesanrying value due to their
shortterm nature. Additionally, the estimated fair vabfecurrent and noncurrent restricted cash appratésiits carrying value as it consistt
cash and cash equivalent balances. The estimatadlfae of our Project Facilities Agreement defpproximates carrying value because the
variable rates approximate current market rates.

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

December 31, 201

Carrying Fair value measurements using
value Level 1 Level 2 Level 3
(in thousands
Liabilities:
Interest rate swag $51,23t — 51,23t —

No instruments were recognized at fair value oecairring basis as of December 31, 2010. We usecamie approach to value assets
and liabilities for outstanding interest rate swafisese contracts are valued using a discountddfttag model that calculates the present vi
of future cash flows under the terms of the congrasing market information as of the reportingedatich as prevailing interest rates. The
determination of the fair values above incorporatatous factors, including the impact of the cauparty’s non-performance risk with respect
to the Company’s financial assets and the Compargrisperformance risk with respect to the Compafigancial liabilities. The Company
has not elected to offset the fair value amourntsgrized for multiple derivative instruments execlivith the same counterparty, but report
them gross on its consolidated balance sheets.
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Refer to Note 11 for further discussion of the Camys use of derivative instruments and their Vailues.

Note 13—Commitments and Contingencies

Operating Leases—The Company leases office space in countries itatps. The future minimum lease payments under the
noncancelable operating leases with lease termsdess of one year are as follows:

(In thousands
Years ending December &
2012 $ 88¢
2013 65¢
2014 671
2015 241
2016 —
Thereaftel —
Total future minimum lease paymel $ 2,45¢

During the years ended December 31, 2011, 2012@04, rent expense was $1.1 million, $0.6 millio 0.3 million, respectively.

Commitments —As of December 31, 2011 and 2010, Pacific Drilliregd no material commitments other than commitmesiéged to
deepwater drillship construction purchase commitieiscussed in Note 3.

Contingencies—The Company may be the subject of certain claintslawsuits occurring in the normal course of bas@ No pending
or known threatened claims, actions or proceedaggsnst us are expected to have a material adeéfes#t on our consolidated financial
position, results of operations and cash flows.

On November 9, 2010, Pacific Drilling entered iatdrilling contract for théacific Borawith a wholly-owned Nigerian subsidiary of
Chevron, Star Deepwater Petroleum Ltd. (“SDWPUder the contract terms, SDWPL will reimburse Ra@rilling for up to $30 million in
capital upgrades. At the end of the contract, Rabifilling is obligated to refund a portion of e costs. The amount of refund is dependent
upon the timing of the expiration of the drillingrtract. If the contract ends on the initial prigngerm of three years, Pacific Drilling will
refund SDWPL 50% of the capital upgrades cost.damh year the contract is extended beyond thalipitimary term, the amount refunded is
reduced by 10%. As of December 31, 2011 and 204€ifi€ Drilling has recorded a $4.0 million liatififor costs of upgrades incurred and
billed to SDWPL through those dates. If the corttra@xtended, Pacific Drilling will record the td8ng gain contingency to reimbursable
revenues in future periods.

We maintain loss of hire insurance that becomesctiffe 45 days after an accident or major equiprfeehire covered by hull and
machinery insurance, resulting in a downtime et extends for 180 days. In the third quarter 2€idPacific Sciroccaunderwent repairs
and upgrades to ensure engine reliability, whick aovered event under our loss of hire policy tbsulted in the $18.5 million of loss of ¥
insurance recovery recognized for the year endextber 31, 2011.

Note 14—Retirement Plan

Pacific Drilling sponsors a defined contributiotirement plan covering substantially all U.S. enygles (the “U.S. Savings Plan”) and an
international savings plan (the “International $@g Plan”). Under the U.S.
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Savings Plan, the Company matches 100% of employeteibutions (limited to $16,500 or, for employeege 50 or over, $22,000) up to 6%
eligible compensation per participant. Under thermational Savings Plan, we contribute 6% of baseme (limited to $15,000 per
participant). During the years ended December 81122010 and 2009, our total employer contribigitmboth plans amounted to

$2.8 million, $0.5 million and $0.1 million, respaely.

Note 15—Concentrations of Credit and Market Risk

Pacific Drilling has a concentration of customershe offshore drilling industry, which exposesais concentration of credit risk within
a single industry. Financial instruments that po&dlly subject Pacific Drilling to credit risk apgimarily cash equivalents and restricted cash.
At times, cash equivalents may be in excess of FD$Qrance limits. Management assesses the exptsoredit risk on an ongoing basis.
Credit evaluations are performed on all customegsiiring credit over a certain amount. Pacific g currently does not require collateral in
respect of financial assets. Our current customer<hevron, Total and Petrobras. During the yede@ December 31, 2011, all of our
revenues were earned from Chevron. During the yeraded December 31, 2010 and 2009, the Compamnyotlicecognize revenue.

Note 16—Related-Party Transactions

As presented in our consolidated financial statemand described in Note 4, the Company enteredoirtmissory note agreements with
TPDI and Transocean to fund TPDI. The promissotgsiaccrued interest at LIBOR plus 2% per annuminguhe years ended December
2011, 2010 and 2009, the Company recorded relaedg-mterest income from the Joint Venture of $ilion, $2.0 million and $2.1 million
on the promissory notes, respectively. As of Decem®i, 2011 and 2010, promissory notes to the Menture were $0 and $139.9 million,
respectively. As of December 31, 2011 and 2010ateeued interest receivable on these promissagsneas $0 and $5.5 million,
respectively.

As presented on our consolidated financial statésremd described in notes 8 and 9, Pacific Drilliagl a related-party loan payable. On
December 31, 2010, the Quantum Pacific Group wsigr@ead all outstanding principal and accrued irsteoé the loan from Winter Finance,
which was then converted into 1,115,761 sharesoffie Drilling. During the year ended December 3Q11, Pacific Drilling borrowed
$142.2 million. On March 23, 2011, all outstandietated—party loan principal and accrued inteiaghe amount of $142.8 million, was
converted into equity of Pacific Drilling Limited.

The Company executed a noncancelable operating ie&@eptember 2009 for office space in Singapara fperiod of 28 months with
Tanker Pacific Management (Singapore) PTE Ltd. fkex Pacific”), which may be considered an affédicompany. During the years ended
December 31, 2011, 2010 and 2009, rent expense thiddease was $0.3 million, $0.3 million andZillion, respectively. The Company
also has an agreement with Tanker Pacific for #eeaf the services of certain Tanker Pacific emgdsyon an ad hoc basis. During the years
ended December 31, 2011, 2010 and 2009, expenstrefeervices of Tanker Pacific employees usetheyCompany under this arrangement
were $0.3 million, $0.5 million and $1.1 milliorespectively.

On March 30, 2011, we transferred our equity irgeire TPDI, including promissory notes, to a sulzsigof the Quantum Pacific Group.
We did not receive any consideration for the trandh connection with the TPDI Transfer, we entdeiréo a management agreement pursuant
to which we provide day-to-day oversight and manag@ services with respect to the Quantum Pacifau@'s equity interest in TPDI for a
fee of $4,000 per drillship per day, or $8,000 g&y. Unless terminated earlier in accordance vstherms, the management
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agreement will remain in full force and effect iarpetuity. During the years ended December 31, 28010 and 2009, management fee inc
of $2.2 million, $0 and $0, respectively, was relgat in other income (expense) within our consodidattatements of operations. As of
December 31, 2011 and 2010, $0.7 million and $0fchre Quantum Pacific Group is included in accourteivable.

The joint venture agreements relating to TPDI pilevQuantum Pacific Group with a put option thadwal it to exchange its 50% interest
in TPDI for shares of Transocean Ltd. or cash@irahase price based on an appraisal of the faievaf the two vessels owned by TPDI,
subject to various customary adjustments. In castjan with the TPDI Transfer and a related amendrteethe Original Project Facilities
Agreement, a subsidiary of the Quantum Pacific @rguaranteed to the lenders that any proceedstfreraxercise of the put option relating
the equity interest in TPDI will be used to preaysecure the Project Facilities Agreement. In meration for this guarantee, we agreed to
pay the Quantum Pacific Group a fee of 0.25% pauanon the outstanding borrowings on the Projectliias Agreement. During the years
ended December 31, 2011, 2010 and 2009, guaraesef $1.9 million, $0 and $0, respectively, wiarirred of which $1.5 million, $0 and
$0, respectively, were recorded to property andpeaent as capitalized interest costs. As of DecerBhe2011 and 2010, $0.8 million and $0
due to Quantum Pacific Group is included in accrinéerest payable.

We have marketing and logistic services agreemeitiisDerotech, a Company which may be consideredffiliate. During the years
ended December 31, 2011, 2010 and 2009, we incteesdof $3.1 million, $0.2 million and $0 undee timarketing and logistic services
agreements, respectively.

In connection with the Pacific Bora and Pacific Gafina contracts with Chevron, the Quantum Pa@ficup has guaranteed, subject to
certain excuses from guarantee, prompt and pragréonmance by us of all obligations under the uhgjlcontract. The Quantum Pacific Group
guarantee to Chevron includes any payments duééeron, indemnification with respect to certairelf@ctual property, satisfaction of any
patent infringement judgment and a provision tossitiite a drilling unit if one is available on stdstially similar terms and theacific Santa
Anaor thePacific Borais rendered unavailable.

On November 16, 2011, we entered into a registiatghts agreement with regard to the 150,000,@reon shares currently owned
our controlling shareholder and affiliate, QuantBacific Group, as well as any shares that Quantacifi® Group purchases in the future.

Note 17—Segments and Geographic Areas

Pacific Drilling is engaged in offshore contracillidrg operations in international locations, withe operation and management of our
ultra-deepwater drillships. Our primary busines®isontract our drillships, related equipment amak crews primarily on a dayrate basis. We
specialize in technically demanding segments obffehore drilling business with a focus on deepwalrilling services.

Although we operate in many geographic locationstd is a similarity of economic characteristicoamall of our locations, including
the nature of services provided and the type ofocosrs. Our drillships are part of a single, glabalrket for contract drilling services and can
be redeployed globally due to changing demandsiniféad to evaluate the performance of our operaegments based on revenues from
external customers and operating profit by rig. €besolidation of our operating segments into @portable segment is attributable to how
we manage our business. The accounting policiesiiobperating segments are the same as thoselsbsarithe summary of significant
accounting policies (Note 2).
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At December 31, 2011, thRacific Boraand thePacific Sciroccavere located offshore Nigeria, tRacific Mistralwas located offshore
Brazil and thePacific Santa Anavas located offshore South Korea. During the yeded December 31, 2011, all of our revenues wereda
in Nigeria.

Note 18—Earnings per Share

On March 11, 2011 Pacific Drilling S.A. was formieg Quantum as a Luxembourg company with a sharéata&h 50,000 common
shares. On March 30, 2011 the Board of PacificlibglS.A. resolved to split the 50,000 incorporatmmmon shares into 5,000,000 common
shares. Further, Pacific Drilling S.A. issued 148,000 common shares to Quantum Pacific (Gibraltiamjted, a wholly owned subsidiary of
Quantum, to become the indirect shareholder agsilled Pacific Drilling Limited common shares.

In computing earnings per common share, the repatiare and per share amounts for the year endeshiber 31, 2010 and 2009 has
been retrospectively restated to reflect the Restring that occurred on March 30, 2011. The follayweflects the income and the share data
used in the basic and diluted earnings per sharmpatations:

Years Ended December 31

2011 2010 2009
(in thousands, except share data)
Net (loss) incomi $ (2,907%) $ 37,29¢ $ (2,287)
Weighted average number of common shares outsigroisic and
diluted 195,447,94 150,000,00 150,000,00
(Loss) earnings per common share, basic and di $ (0.01) $ 0.2F $ (0.02)

For the year ended December 31, 2011, the compntafidiluted earnings per common share excludaseshof potentially dilutive
common shares related to stock options and resdrigtiock units because their effects are antitddutor the years ended December 31, 2010
and 2009, the computation of diluted earnings pemraon share excludes shares of potentially dilutim@mon shares related to stock options
because the Company anticipated settling thosé& siations in cash.

Note 19—Supplemental Cash Flow Information

During the year ended December 31, 2011 we pai@liddlion of interest, net of amounts capitalized,the Bora Term Loan. During the
years ended December 31, 2010 and 2009, all ampaiddor interest were capitalized. During thergeended December 31, 2011, 2010
2009, we paid income taxes of $0.5 million, $0 &Adrespectively.

Capital expenditures in our consolidated statemeitssh flows include the effect of changes imaed capital expenditures, which are
capital expenditures that were accrued but unpgaie@od end. We have included these amounts iouate payable and accrued expenses in
our consolidated balance sheets as of Decemb&031,and 2010. During the years ended Decembe(31,, 2010 and 2009, capital
expenditures excludes the effects of changes iruadaapital expenditures of $7.6 million, $11.4liom, and $0 in our consolidated statem:
of cash flows.

During the years ended December 31, 2011, 2012@08, unpaid interest expense and non-cash amgotizaf deferred financing costs
totaling $7.0 million, $70.8 million and $43.9 nidlh, respectively, were capitalized to property agdipment. Accordingly, these amounts are
excluded from capital expenditures in our consadidastatements of cash flows for the years endegiber 31, 2011, 2010 and 2009.
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Note 20—Liquidity

The Company’s liquidity requirements relate to angasignificant funding investments in the newbuiltra-deepwater drillships,
servicing debt, funding working capital requirengabd maintaining adequate cash reserves to naitibateffects of fluctuations in operating
cash flows.

As of December 31, 2011, the Company has takematglof four of its ultra-deepwater drillships. Feach of those four ultra-deepwater
drillships, the Company has secured drilling cactaAdditionally, thePacific Bora, thePacific Sciroccaand thePacific Mistralcommenced
drilling operations on August 26, 2011, DecemberZi11 and February 6, 2012 and we expecP#mdfic Santa Ango commence drilling
operations in the second quarter of 2012.

Primary sources of funds for the Company’s shartkquidity needs will be cash flow from operattoand available cash balances. The
Company'’s liquidity needs fluctuate depending eumber of factors, including, among others, denfandervices, dayrates received and
operating costs.

The Company believes that our cash on hand, inojupioceeds from the Senior Unsecured Bonds dittlosNote 21, and cash flows
from operations will provide sufficient liquidityver the next twelve months to fund the Comparwbrking capital needs, debt repayments
anticipated capital expenditures, including prognesyments for the Company’s ultra-deepwater tiglsonstruction projects.

The Company’s ability to meet lortgrm liquidity requirements will depend in largerpan our future performance that is subject toy
factors beyond our control, as well as our abtlitysecure additional financing for our ultra-deef@wa&onstruction projects, which is
uncommitted at this time.

Note 21—Subsequent Events
On February 6, 2012, thHeacific Mistral entered service in Brazil under a three-year cohtrith a subsidiary of Petrobras.
In February 2012, the company recognized an additi$23.7 million in loss of hire insurance recgveglated to théacific Scirocca

In February 2012, we completed a private placera&$800 million in aggregate principal amount d2®% senior unsecured U.S. dollar
denominated bonds (the “Senior Unsecured Bonds®)id2015 to eligible purchasers. The bonds beardst at 8.25% per annum, payable
semiannually on February 23 and August 23 of eaetn gnd mature on February 23, 2015.

In March 2012, we exercised our option and enterexdan agreement with SHI for the constructiomof seventh drillshipwhich we
expect to be delivered in the second quarter 01201
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SCHEDULE [—CONDENSED FINANCIAL INFORMATION OF PACIF
(PARENT ONLY)
Statement of Operations

IC DRILLING S.A.

(in thousands, except share and per share infaynmjati

General and administrative expen
Operating los:

Equity in losses of subsidiari

Other income

Net loss

Loss per common share attributable to common stidkhs, basic and dilute

Weighted average number of common shares, basidiarned
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For the period
March 11, 2011
(inception) to
December 31, 201

$ (1,29
(1,295)
(10,75

_ 14
$ 12,03¢
$ 0.0€

210,321,81
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SCHEDULE | —CONDENSED FINANCIAL INFORMATION OF PACIF IC DRILLING S.A.
(PARENT ONLY)
Statement of Comprehensive Income (L0oss)
(in thousands)

For the period
March 11, 2011
(inception) to
December 31, 201

Net loss $ (12,039
Other comprehensive income (los

Unrecognized loss on derivative instrume (62,08¢)

Reclassification adjustment for loss on derivathstruments realized in net incor 1,80z

Total other comprehensive lo (60,289

Total comprehensive lo $ (72,32)
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SCHEDULE I—CONDENSED FINANCIAL INFORMATION OF PACIF IC DRILLING S.A.
(PARENT ONLY)
Balance Sheet
(in thousands, except share amounts)

December 31

2011

Assets:
Cash and cash equivale $  7,22¢
Prepaid expenses and other current a 61
Total current asse 7,28
Investment in subsidiat 2,277,78
Other asset 76
Total asset $2,285,15I
Liabilities and shareholders’ equity:
Amount due to subsidial $ 10,50¢
Accounts payabl 25¢
Accrued expense 30¢
Total current liabilities 11,07%

Shareholder equity:
Common shares, $0.01 par value, 5,000,000,000shathorized, 224,100,000 shares issued and 216(ED0

outstanding as of December 31, 2( 2,16¢
Additional paic-in capital 2,344,22
Accumulated other comprehensive | (60,289
Accumulated defici (12,039
Total shareholde’ equity 2,274,07.
Total liabilities and sharehold¢ equity $2,285,15I
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SCHEDULE I—CONDENSED FINANCIAL INFORMATION OF PACIF
(PARENT ONLY)
Statement of Cash Flows
(in thousands)

Cash flow from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Equity in losses of subsidiari
Shar-based compensation expel
Changes in operating assets and liabilit
Other asset
Prepaid expenses and other current a:
Accounts payable and accrued expet
Amount due to subsidial
Net cash used in operating activit
Cash flow from investing activities:
Capital contributions to consolidated subsidia
Net cash used in investing activiti
Cash flow from financing activities:
Issuance of common shai
Net cash provided by financing activiti
Increase in cash and cash equival
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe
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For the period
March 11, 2011
(inception) to
December 31, 201

$ (12,039

(10,75
10

(76)
(61)
56¢
10,50¢

(11,849

(606,74Y)
(606,749

625,81t
625,81¢
7,22¢

$ 7,22¢
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIA L STATEMENT
Unaudited Pro Forma Condensed Consolidated Financi&tatement

The unaudited pro forma condensed consolidatedrstait of operations for the year ended Decembe2(Bll, have been derived from
the audited historical consolidated financial stegats of Pacific Drilling S.A. (“Pacific Drilling,”the Company,” “we,” “us,” or “our”)
included elsewhere in this annual report, as ifGenpany’s equity interest in Transocean PacifidiBg Inc. (“TPDI”) was assigned to a
subsidiary of the Quantum Pacific Group as of Jantia2011.

The pro forma adjustments are based on availafdeniation and include assumptions that we beligea@asonable, which are descri
in the accompanying notes.

These unaudited pro forma condensed consolidateddial statement is not necessarily indicativéhefoperating results that would h.
been achieved had the assignment of TPDI been etedphs of the date indicated or of the operagsglts that may be obtained in the future.
This unaudited pro forma condensed consolidatexhfiral statement and the accompanying notes sheutdad together with our audited
consolidated financial statements as of and foy#e ended December 31, 2011.
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Unaudited Pro Forma Condensed Consolidated Statesh&perations

Revenues
Contract drilling
Costs and expense
Contract drilling
General and administrative expen
Depreciation expens

Loss of hire insurance recove
Operating loss
Other income (expense
Equity in earnings of Joint Ventu
Interest income from Joint Ventu
Interest expens
Other income
Income (loss) before income taxe
Income tax expens
Net loss

Loss per common share, basic and dilute

Weighted average number of common shares, basic adduted

See accompanying notes to the unaudited pro foomdensed consolidated financial statement.

Year Ended December 31, 2011

As Reported
$ 65,43

(32,147)
(52,61
(11,619
(96,37%)

18,50(
(12,449

18,95¢
49t

(10,389
3,67¢

297

(3,200

$ (2,909
$ (0.01)

195,447,94
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(in thousands, except share and per share amounts)

Pro Forma
Adjustments

$ —

(18,955 (a)
(495)(b)
30%(c)

(19,145

$ (19,149
$ (0.10)

195,447,94

Pro Forma
$ 65,43

(32,147)
(52,61
(11,619
(96,37%)

18,50(
(12,442

(10,079)
3,67¢
(18,84¢)
(3,200

$  (22,04¢
$ (0.11)

195,447,94
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Notes to Unaudited Pro Forma Condensed Consolidatdginancial Statement
(@) Reflects the pro forma elimination of our equitythw share of earnings from Joint Ventt
(b) Reflects the pro forma elimination of interest immon notes receivable from Joint Ventt

(c) Reflects the pro forma elimination of interegpense incurred on a letter of credit agreemetftt Wiansocean directly related to the Joint
Venture.

F-39



Table of Contents

Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders of Trarmo&acific Drilling Inc.

We have audited the accompanying consolidated balsimeets of Transocean Pacific Drilling Inc. (tBempany”)as of March 31, 201
and December 31, 2010 and the related consolidéd¢eiments of operations, comprehensive incoms)(lskareholders’ equity (deficit), and
cash flows for the three months ended March 31120 for the years ended December 31, 2010 ar@dl Zb@se financial statements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. We were not engaged to perform ait @fuithe Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contramfinancial reporting. Accordingly, we
express no such opinion. An audit also includesréxiamg, on a test basis, evidence supporting theusms and disclosures in the financial
statements, assessing the accounting principlesarst significant estimates made by managementeaaldating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@love present fairly, in all material respedts,¢donsolidated financial position of
Transocean Pacific Drilling Inc. at March 31, 2Girid December 31, 2010, and the consolidated resilts operations and its cash flows for
the three months ended March 31, 2011 and forehesyended December 31, 2010 and 2009, in confomithh U.S. generally accepted
accounting principles.

As discussed in Note 3 to the consolidated findrste&ements, the December 31, 2010 and 2009 fialestatements have been restate
correct the presentation of restricted cash irbtdance sheet and statement of cash flows andaksification of amounts within other
comprehensive income (loss).

/sl Ernst & Young LLP

Houston, Texas
March 5, 2012
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Operating revenues
Contract drilling revenue

Cost and expense

Operating and maintenan
Operating and maintenar—affiliates
Depreciatior

General and administrati\

(Gain) loss on disposal of ass

Operating income
Other income (expense
Interest expense, n
Other

Income before income taxe
Income tax expens
Net income

See accompanying notes.

TRANSOCEAN PACIFIC DRILLING INC.

Consolidated Statements of Operations
(In thousands)

Three months
ended
March 31,
2011

$ 90,41

22,157
3,29¢
9,91;

121
]
35,49:

54,92:

(13,95¢)
(99)
(14,05
40,86
4,16¢

$  36,69¢
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Years ended December 31,

2010

$ 304,09:

79,40t
12,21%
35,68¢
22¢
1,682
129,21

174,87¢

(52,767)
(13¢)
(52,900
121,97
13,71

$ 108,26

2009

$ 57,02

22,73(
2,89¢
8,571
1,48(

35,67
21,34¢

(10,706)
(445)
(11,15
10,19¢
2,437

$ 775
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TRANSOCEAN PACIFIC DRILLING INC.
Consolidated Statements of Comprehensive Income (ks)

Net income

Other comprehensive income (loss
Unrecognized gain (loss) on derivative instrum

Reclassification adjustment for loss on derivathatruments realized in net

income
Other comprehensive income (loss), net of incorred
Total comprehensive income

See accompanying notes.

(In thousands)
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Three months
ended
March 31,
2011

$ 36,69¢
1,43¢

5,991
7,43(C
$  44,12¢

Years ended December 3

2010
(Restated)
$ 108,26:

(57,979

23,07¢

(34,900)
$ 73,36

2009
(Restated;
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TRANSOCEAN PACIFIC DRILLING INC.

Consolidated Balance Sheets
(In thousands, except share data)

December 31

March 31,
2011 2010
(Restated)
Assets
Cash and cash equivalel $ 26,227 $ 70,45
Shor-term restricted cas 24,50¢ 23,33
Accounts receivabl
Trade and othe 117,09: 85,70
Affiliates 1,00¢ 29C
Materials and supplies, n 21,94¢ 20,07:
Prepayments and other current as 2,69 4,10
Total current asse 193,47¢ 203,95°
Property and equipme 1,475,161 1,474,98!
Less accumulated depreciati 53,94¢ 44,02’
Property and equipment, r 1,421,21! 1,430,96.
Other asset 8,951 11,06¢
Total asset $1,623,65. $1,645,98:
Liabilities and shareholders’ equity (deficit)
Accounts payabl
Trade $ 10,06¢ $ 10,64(
Affiliates 67,18: 74,78¢
Debt due to affiliate within one ye 70,00( 70,00(
Debt due to third parties within one ye 70,00( 70,00(
Interest payabl 24,02¢ 22,13:
Other current liabilitie: 33,74¢ 35,40:
Total current liabilities 275,02. 282,96
Long-term debt to affiliate 750,95¢ 768,45¢
Long-term debt to third part 455,00( 490,19!
Deferred income taxe 18: 162
Other lon¢-term liabilities 9,86¢ 15,70¢
Total lon¢-term liabilities 1,216,01 1,274,52
Common stock, $0.01 par value, 50,000 shares dmétibrissued, fully paid and outstanding at Marth
2011 and December 31, 20 1 1
Additional paic-in capital 1,743 1,743
Accumulated other comprehensive i (29,485 (26,91Y)
Retained earning 150,36( 113,66:
Total shareholde’ equity 132,61¢ 88,49(
Total liabilities and sharehold¢ equity $1,623,65. $1,645,98:

See accompanying notes.
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Balance at December 31, 2008
Net income
Other comprehensive incor
Balance at December 31, 2C

Net income
Other comprehensive lo

Balance at December 31, 20

Net income
Other comprehensive incor

Balance at March 31, 20:

See accompanying notes.

TRANSOCEAN PACIFIC DRILLING INC.

Consolidated Statements of Shareholders’ Equity (Deit)

(In thousands, except for shares)

. Total
Additional Accumulated Retained shareholders’
other earnings
Common stock comprehensive (accumulatec
paid-in equity
Shares Amount capital income/(loss) deficit) (deficit)
50,00( $ 1 $ 1,74¢ $ — $ (2359 $ (619
— — — 7,751 7,751
— — 7,98t — 7,98
50,00( $ 1 $ 1,748 $ 7,98t $ 5,39 $ 15,12}
— — — 108,26 108,26
— — (34,900) — (34,900
50,00( $ 1 $ 1,748 $ (26,919 $ 113,66: $ 88,49(
— — — 36,69¢ 36,69¢
— — 7,43( — 7,43(
50,00( $ 1 $ 1,74: $ (19,48H $ 150,36( $ 132,61¢
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TRANSOCEAN PACIFIC DRILLING INC.
Consolidated Statements of Cash Flows

Operating activities
Net income

Adjustments to reconcile net income to net cashigea by

(used in) operating activitie
Depreciation and amortizatic
Deferred income ta
(Gain) loss from disposals of assets,
Other, ne
Changes in operating assets and liabilit
Restricted cas—interest

Account receivable and other current as

Other asset

Accounts payable and accrued liabilit
Income tax receivable / payat

Other lon¢-term liabilities

Receivable from / payable to affiliates, |

Net cash provided by (used in) operating activi

Investing activities
Capital expenditure

Net cash used in investing activiti

Financing activities
Proceeds from restricted cash investm:
Deposits to restricted cash investme
Proceeds from sh«-term affiliate deb
Repayment of shc-term affiliate deb
Repayment of shc-term thirc-party debr
Proceeds from lor-term affiliate deb
Proceeds from lor-term thirc-party deb:

Net cash (used in) provided by financing activi

Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

See accompanying notes.

(In thousands)
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Three months
ended
March 31,
2011

$ 36,69¢

9,911
20
@

1,49¢

(1,175
(32,579
11
1,52¢
1,61¢
(202)
3,407
20,73t

(12,270
(12,270

52,60
(52,69%)

(17,&)()
(35,19%)

(52,695)
(44,230)
70,45’
$ 26,22

Years ended December 3:

2010
(Restated)

$ 108,26:

35,68¢
373
1,682
3,18¢

(22,44
214
19,18¢
(4,88))
2,29¢
43,05

186,61¢

(64,915
(64,915

105,00(
(128,33)

(52,500)
(52,500)
31,47¢
31,47¢

(65,376)
56,32
14,12¢

$ 70,45

2009
$ 7,75i

8,571
(210)

(254)

(82,15
(532)
9,32(
2,64¢
5,28¢
8,77

(40,800

(591,13)
(591,13)

350,57:
292,76t

643,34!

11,40¢
2,71¢
$ 14,12¢
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Note 1—Nature of Operations

Transocean Pacific Drilling Inc. (and together witthconsolidated subsidiaries, the “Company”, “weis”, or “our”), a British Virgin
Islands joint venture company having its registerffite at Walkers Chambers, P.O. Box 92, Road T,olkantola, British Virgin Islands, was
incorporated on October 5, 2007 by Pacific Drillinignited, a Liberian corporation (“PDL”), whose iaftate parent is Gladebrooke Holdings
Limited. On October 18, 2007 (“Inception”), Transaa Offshore International Ventures Limited (“TOINlacquired a 50 percent interest in
the Company from PDL to form a joint venture foe {hurpose of, either directly or through its sulasids, constructing, owning, operating and
chartering two ultra-deepwater drillships (togethiee “Drilling Rigs”) named Dhirubhai Deepwater KG&'KG1”) and Dhirubhai Deepwater
KG2 (“KG2"). In January 2008, TOIVL approved thamsfer of its equity in the joint venture to a witadwned subsidiary, Transocean Pac
Drilling Holdings Limited (“TPDHL"), a Cayman Islals company whose ultimate parent is Transocean(iagether with PDL, the
“Shareholders”). Beginning on October 18, 2010, Riad the right to exchange its interest in the Camyfor Transocean Ltd. shares or cash
at a purchase price based on an appraisal of itheafae of the Drilling Rigs subject to certainjastments. On March 30, 2011, PDL
transferred all of its interest in the Company tma@tum Pacific Management Limited (“Quantum”), #filiate of PDL and a Cyprus
corporation, whose ultimate parent is Gladebrook#lidgs Limited. See Note 6—Related Party Transasti

Since its inception, the Company has devoted sntistefforts to designing, engineering and corntrecwith shipyards and vendors and
has entered into various construction managemeatatents with TOIVL and its affiliates, in connectiwith the construction of the Drilling
Rigs (see Note 6—Related Party Transactions). T@# ktarted operating in July 2009 and the KG2 estiaoperating in March 2010.

Funding for the Company, as provided for in ther8halders’ Agreement (see Note 6—Related Party saetions), requires that the
Shareholders each provide capital or loans to tiragany. To the extent expenditures are not fungetiitd-party indebtedness, the
shareholders are to fund in proportion to theipeesive ownership (1) all expenditures requiredeéanade under various management services
agreements (see Note 6—Related Party Transacti@sny performance guarantees, surety bondsterdeof credit, (3) an adequate level of
working capital for the Company, and (4) additiorejuirements as agreed to by the Shareholdems.tBrinception, capital expenditure
commitments were funded by PDL. At Inception, theu®holders issued promissory notes to the Comfmairiie funding of capital
expenditures (see Note 4—Interest-bearing LoandBamnwings and Note 6—Related Party Transactiois)of March31, 2011, the amoun
required to fund capital expenditures have beewigea through a combination of loans made in acaoce with the Shareholders’ Agreement
and third-party indebtedness.

Note 2—Summary of Significant Accounting Policies

Accounting estimates—The preparation of financial statements in accordamith accounting principles generally acceptetheUnitec
States (“U.S.”) requires us to make estimates agdraptions that affect the reported amounts oftgd&sbilities, revenues, and expenses and
the disclosures of contingent assets and liatslit@n an ongoing basis, we evaluate our estimatkassumptions, including those related to
our allowance for doubtful accounts, materials amgplies obsolescence, property and equipmentyiadaxes, and contingencies. We base
our estimates and assumptions on historical expegiand on various other factors we believe argoregble under the circumstances, the
results of which form the basis for making judgnsesibout the carrying amounts of assets and liegsilihat are not readily apparent from other
sources. Actual results could differ from suchreates.

Fair value measurements—We estimate fair value at a price that would heeneed to sell an asset or paid to transfer alitglin an
orderly transaction between market participanthéprincipal market for the asset or
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liability. Our valuation techniques require inpthst we categorize using a three-level hierarctomfhighest to lowest level of observable
inputs, as follows: (1) unadjusted quoted pricesdentical assets or liabilities in active markétsevel 1”), (2) direct or indirect observable
inputs, including quoted prices or other marketdédr similar assets or liabilities in active metkor identical assets or liabilities in less\axti
markets (“Level 2”) and (3) unobservable inputd tleguire significant judgment for which thereitlé or no market data (“Level 3"). When
multiple input levels are required for a valuatiame categorize the entire fair value measurementrding to the lowest level of input that is
significant to the measurement even though we naa lalso utilized significant inputs that are m@adily observable.

Principles of consolidation—We consolidate entities in which we have a majordting interest and entities that meet the detéor
variable interest entities for which we are deeiteelle the primary beneficiary for accounting pugsd/Ne eliminate intercompany
transactions and accounts in consolidation. Weyaig equity method of accounting for investmentsrtities when we have the ability to
exercise significant influence over an entity tfeggtdoes not meet the variable interest entiteddtor (b) meets the variable interest entity
criteria, but for which we are not deemed to beptimary beneficiary. We apply the cost method afaunting for investments in other entities
if we do not have the ability to exercise significanfluence over the unconsolidated affiliate.

Cash and cash equivalents—Cash equivalents are highly liquid debt instrumevith original maturities of three months or lekattmay
include time deposits with commercial banks thatehlaigh credit ratings, U.S. Treasury and goverrrsenurities, Eurodollar time deposits,
certificates of deposit and commercial paper. Wyg aiso invest excess funds in no-load, open-endag@ment investment trusts
(“management trusts”). The management trusts ireadtisively in high-quality money market instrunten

Restricted cash—Restricted cash is a cash item which is restriatetb withdrawal or usage.
Accounts receivable—Accounts receivable are stated at the historiaalying amount net of allowance for doubtful acasun

Allowance for doubtful accounts—We establish an allowance for doubtful accounts @ase-by-case basis, considering changes in the
financial position of a major customer, when wedded the required payment of specific amounts oiseshlikely to occur. We derive a
majority of our revenues from services to interoadil oil companies and government-owned or goventioentrolled oil companies. We
evaluate the credit quality of our customers owgoing basis, and we do not generally requireatedal or other security to support customer
receivables. This allowance was zero at March 8112nd December 31, 2010.

Materials and supplies— Materials and supplies are carried at averageless an allowance for obsolescence. Such allogvams
$121 thousand and $218 thousand at March 31, 286d Dacember 31, 2010, respectively.

Property and equipment—Property and equipment, consisting primarily dsbére drilling rigs and related equipment, repnésé
approximately 88 percent of our total assets atch&1, 2011. The carrying amounts of these assetsased on estimates, assumptions and
judgments relative to capitalized costs, usefiddiand salvage values of our rigs. These estimagesmptions and judgments reflect t
historical experience and expectations regarditgéundustry conditions and operations. We complef@eciation using the straight-line
method after allowing for salvage values. We céigiteexpenditures for renewals, replacements anquideements, and we expense
maintenance and repair costs as incurred. Uporosalther disposition of an asset, we recognizetayain or loss on disposal of the asset,
which is measured as the difference between theamgting amount of the asset and the net processdsved.
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Estimated original useful lives for the Drilling @’ are 35 years and machinery and equipment frogrtdi 12 years. From time to time,
we may review the estimated remaining useful livlesur drilling units, and we may extend the usdifel when events and circumstances
indicate a drilling unit can operate beyond its agmng useful life.

Long-lived assets—We review the carrying amounts of long-lived asg$et potential impairment when events occur ccwinstances
change that indicate that the carrying value ohsagsets may not be recoverable.

Operating revenues and expenses-We recognize operating revenues as they are edrasdd on average daily rates over the primary
contract term or based on a fixed-price. In conpacwith drilling contracts, we may receive reveader preparation and mobilization of
equipment and personnel or for capital improvement&s. In connection with new drilling contractsvenues earned and incremental costs
incurred directly related to contract preparatiad anobilization are deferred and recognized ovemttimary contract term of the drilling
project using the straight-line method. Our policyamortize the fees related to contract preparatimbilization and capital upgrades on a
straight-line basis over the estimated firm pebdrilling is consistent with the general paceofivity, level of services being provided and
dayrates being earned over the life of the contfamt contractual daily rate contracts, we accdointoss contracts as the losses are incurred.
Costs of relocating drilling units without contrad¢b more promising market areas are expensectagéa. Upon completion of drilling
contracts, any demobilization fees received arerted in income, as are any related expenses.aapigrade revenues received are deferred
and recognized over the primary contract term efdfilling project. The actual cost incurred foe ttapital upgrade is depreciated over the
estimated remaining useful life of the asset. Wellirperiodic survey and drydock costs in connectiith obtaining regulatory certification to
operate our rigs on an ongoing basis. Costs adedaidth these certifications are deferred and déizext on a straighline basis over the peric
until the next survey.

Capitalized interest—We capitalize interest costs for qualifying coostion and upgrade projects. We capitalized interests on
construction work in progress of zero, $5 milliardg34 million for the three months ended MarchZ1,1 and for the years ended
December 31, 2010 and 2009, respectively.

Derivative instruments and hedging activities—From time to time, we may enter into a varietydefivative financial instruments in
connection with the management of our exposureati@pility in foreign exchange rates and interas¢s. We record derivatives on our
consolidated balance sheet, measured at fair viaraderivatives that do not qualify for hedge aoding, we recognize the gains and losses
associated with changes in the fair value in cunpeniod earnings. See Note 5—Derivatives and Heglghd Note 8—Financial Instruments
and Risk Concentration.

We may enter into cash flow hedges to manage quosexe to variability of the expected future cdslv$ of recognized assets or
liabilities or of unrecognized forecasted transawdi For a derivative that is designated and dealds a cash flow hedge, we initially recogi
the effective portion of the gains or losses ireottomprehensive income (loss) and subsequentbgnéze the gains and losses in earnings in
the period in which the hedged forecasted tranmactifects earnings. We recognize the gains arsgtoassociated with the ineffective portion
of the hedges in interest expense in the periadhich they are realized.

We may enter into fair value hedges to manage xposre to changes in fair value of recognizedtassdiabilities, such as fixed-rate
debt, or of unrecognized firm commitments. For avdgive that is designated and qualifies as avaiue hedge, we simultaneously recognize
in current period earnings the gains or losseserderivative along with the offsetting losses aing on the hedged item attributable to the
hedged risk. The resulting ineffective portion, efhis measured as the difference between the charigie value of the derivative and the
hedged item, is recognized in current period egidee Note 5—Derivatives and Hedging and Note i&aff€ial Instruments and Risk
Concentration.
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Foreign currency —The majority of our revenues and expendituredareminated in U.S. dollars to limit our exposwrédreign
currency fluctuations, resulting in the use of th&. dollar as the functional currency for all off @perations. Foreign currency exchange gains
and losses are primarily included in other incomeeénse) as incurred. We had net foreign currerclgamnge losses of $105 thousand,
$145 thousand and $452 thousand for the three memithed March 31, 2011 and for the years endedniiesre31, 2010 and 2009,
respectively.

Income taxes—The Company is a British Virgin Islands (“BVI") ogpany and our earnings are not subject to incomatBVI because
the country does not levy tax on corporate incoterently business is conducted through our suases with offices based in India. We h.
provided for income taxes based upon the tax lawisrates in the countries in which operations arelacted and income is earned.

Taxes Collected from Customers and Remitted to Govemental Authorities —The Company reports service taxes collected from
customers and remitted to governmental authoritiea net basis. Certain operating activities abgesti to service taxes of 10.3 percent on
revenues earned from our customers. The amoumtraite tax incurred is excluded from contract drglrevenues and operating and
maintenance expenses on our consolidated statewfasperations. Unremitted service tax collectexhfrour customers is reported in other
current liabilities on our consolidated balanceetbe

Fair value of derivative financial instruments—To determine the fair value of derivative finandrstruments, the Company discounts
projected cash flows as of the measurement datg sfgnificant observable market data, including-miarket rates for the forward USD-
LIBOR curve consisting of short-term cash ratesoHallar futures, treasury yields, and swap sprebwaddition, for fair value adjusted credit
risk, the Company applies credit spreads to theodist factors, applying a weighted-average crqui¢éad prevailing on the third party debt if
the derivative is a liability. If the derivative & asset, the credit risk adjustment is baset®credit quality of each respective counterparty.
To determine the credit adjustment necessary $afitliate, TOIVL, the Company applies the crespiteads prevailing on third-party debt
agreements with this entity.

Subsequent events— We evaluate subsequent events through the datiinancial statements are available to be isskedthe three
months ended March 31, 2011, we have evaluatecqubat events through March 5, 2012. See Note 1bsefuent Events.

Recently adopted accounting pronouncements

Fair value measurements and disclosures-Effective January 1, 2011, we adopted the remgipiovisions of the accounting standards
update that clarified existing disclosure requirateeand introduced additional disclosure requiresér fair value measurements. The update
required entities to separately disclose informmatibout purchase, sales, issuances, and settlein¢hésreconciliation of recurring Level 3
measurements on a gross basis. Our adoption digaveta material effect on the disclosures contbim@ur notes to condensed consolidated
financial statements.

Note 3—Restatement of the Consolidated Financial 8&ments

We identified errors in the Consolidated Balancee&dtat December 31, 2010 due to the inclusiongifioted cash in the cash and cash
equivalents balance. The error resulted in an taerment of cash and cash equivalents of $23 miiitotDecember 31, 2010, an understate|
of short-term restricted cash of $23 million, amdumderstatement of net cash used in financingities of $23 million for the year ended
December 31, 2010. The correction of this erroulted in the restatement of our previously repo@edisolidated Financial Statements for
year ended December 31, 20
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In addition, we identified classification errorsthin two components of other comprehensive incdes) before income taxes in the
Consolidated Statements of Comprehensive Incomihéoyears ended December 31, 2010 and 2009. Westeting the Consolidated
Financial Statements for the years ended Decenihe203.0 and 2009 to correct the classificationfiwibther comprehensive income (loss) in

the Consolidated Statement of Comprehensive Indtuoss) for the years ended December 31, 2010 a@8 B8tween unrecognized gain
(loss) on derivative instruments and the reclasaifbn adjustment for loss on derivative instruraeetlized in net income.

The effects of the restatements on our consolidstiegment of comprehensive income for the yeaeemecember 31, 2010 follow:

Year ended December 31, 2010

Previously

(In thousands Reported Adjustments Restated
Net income $108,26: $ o $108,26:
Other comprehensive income

Unrecognized loss on derivative instrume (11,82) (46,15%) (57,979

Reclassification adjustment for loss on derivaihnstruments realize

in net income (23,079 46,15¢ 23,07¢

Other comprehensive loss, net of income te (34,900 — (34,900
Total comprehensive income $ 73,36: $ — $ 73,36:

The effects of the restatements on our consolidstegément of comprehensive income for the yeaeémbecember 31, 2009 follows:

Year ended December 31, 2009

Previously
(In thousands Reported Adjustments Restated
Net income $ 7,751 $ = $ 7,751
Other comprehensive income
Unrecognized gain (loss) on derivative instrum 20,73¢ (25,50¢) (4,76%)
Reclassification adjustment for loss on derivathstruments realized in
net income (12,759 25,50¢ 12,75:
Other comprehensive income, net of income ti 7,98¢ — 7,98¢
Total comprehensive income $ 15,74 $ — $15,74.
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The effects of the restatements on our asset seaticonsolidated balance sheet as of Decembet®1) follows:

December 31, 2010

Previously
(In thousands Reported Adjustments Restated
Assets
Cash and cash equivale $ 93,79( $ (23,339 $ 70,457
Shor-term restricted cas — 23,33 23,33
Accounts receivabl
Trade and othe 85,70: — 85,70:
Affiliates 29C — 29C
Materials and supplies, n 20,07: — 20,07
Prepayments and other current as 4,10z — 4,10z
Total current asse 203,95’ — 203,95’
Property and equipme 1,474,98! — 1,474,98
Less accumulated depreciati 44,027 — 44,027
Property and equipment, r 1,430,96. — 1,430,96.
Other asset 11,06+ — 11,06¢
Total asset $1,645,98. $ — $1,645,98.
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The effects of the restatements on our consolidsteg@ment of cash flows for the year ended DeceBihe2010 follows:

Year ended December 31, 2010

Previously
(In thousands Reported Adjustments Restated
Operating activities
Net income $108,26: $ — $ 108,26:
Adjustments to reconcile net income to net cashigea by (used in) operating activiti
Depreciation and amortizatic 35,68¢ — 35,68¢
Deferred income ta 373 — 37<
(Gain) loss from disposals of assets, 1,682 — 1,682
Other, ne 3,18¢ — 3,18¢
Changes in operating assets and liabilit
Restricted cas—interest — — —
Account receivable and other current as (22,44°) — (22,44°)
Other asset 214 — 214
Accounts payable and accrued liabilit 19,18¢ — 19,18¢
Income tax receivable / payat (4,88)) — (4,887
Other lon¢-term liabilities 2,29¢ — 2,29¢
Receivable from / payable to affiliates, | 43,05t — 43,05t
Net cash provided by (used in) operating activi 186,61¢ — 186,61¢
Investing activities
Capital expenditure (64,919 — (64,919
Net cash used in investing activiti (64,919 — (64,919
Financing activities
Proceeds from restricted cash investm: — 105,00 105,00
Deposits to restricted cash investme — (128,33) (128,33)
Proceeds from she¢-term affiliate deb — — —
Repayment of shc-term affiliate deb (52,500 — (52,500
Repayment of shc-term thirc-party debr (52,500 — (52,500
Proceeds from lor-term affiliate deb 31,47¢ — 31,47¢
Proceeds from lor-term thirc-party deb: 31,47¢ — 31,47¢
Net cash (used in) provided by financing activi (42,049 (23,339 (65,37¢)
Net increase (decrease) in cash and cash equis 79,66: (23,339 56,32¢
Cash and cash equivalents at beginning of pe 14,12¢ — 14,12¢
Cash and cash equivalents at end of pe $ 93,79( $ (23,33)) $ 70,45’

Note 4—Interest-bearing Loans and Borrowings

$1.265 billion Credit Facility— In October 2008, the Company entered into a cegiitement for a $1.265 billion secured credit figgi
comprised of a $1.0 billion senior tranche and @dillion junior tranche (the “Term Loan Facilifyas well as a $75 million revolving credit
facility (the “Revolving Credit Facility”). The Ten Loan Facility and the Revolving Credit Facilitpgether, the “Credit Facilities”) financed
the construction of the Drilling Rigs which sengsecurity against outstanding debt. The Term Lagility senior
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and junior tranches are both comprised of two etjaaches for the KG1 and KG2. TOIVL participatesadender in the senior and junior
tranches with a 50 percent commitment totaling $5@5on in the aggregate. The Credit Facilitiesdmterest at LIBOR plus the margin of
1.60 percent until each drilling rig was accepteabsequent to the acceptance of the respectivihegelated tranches of the Term Loan
Facility bear interest at a margin of 1.45 perdenthe senior tranche and 2.25 percent for th@jumanche. Subsequent to acceptance of the
KG2, the Revolving Credit Facility bears interesaanargin of 1.45 percent. The availability of a@mmmitment amounts not borrowed under
the Term Loan Facility ceased upon completion afstauction of the Drilling Rigs. The Revolving CieBacility remains available for the
financing of general working capital needs througttbe term of the facility. The maximum amountitatale under the Revolving Credit
Facility reduces to $35 million at December 2018 tm$15 million at December 2014, and at each citmemt reduction date, the Compan
required to repay any outstanding borrowings iresgof the reduced commitment amount. The semincle requires quarterly payments
beginning in April 2010 and is due in full in Mar@015. The junior tranche and the Revolving CrEditility are due in full in March 2015. v
are required to maintain certain cash balancedefised in the loan agreement, to service the dehtlarch 31, 2011 and December 31, 2010,
the Company had $24.5 million and $23.3 milliorspectively, of restricted cash classified as aenirasset. The Credit Facilities have
covenants that contain minimum liquidity requiretsgia minimum debt service ratio and a maximumraye ratio. The Credit Facilities may
be prepaid in whole or in part without premium englty. At March 31, 2011, $1,050 million was oatsting under the Credit Facilities, of
which $525 million was due to TOIVL, at a weightaderage interest rate of 1.90 percent, not inclythre effects of the cash flow hedges. At
December 31, 2010, $1,103 million was outstandimgen the Credit Facilities, of which $542 milliorasrdue to TOIVL, at a weightedreragt
interest rate of 1.89 percent, not including tHfea$ of the cash flow hedges.

Promissory Notes— At Inception the Company entered into unsecuredngssory note agreements (the “Promissory Notedh
TOIVL and PDL for the purpose of funding the joir@nture formation (see Note 6—Related Party Traiwa). In October 2008, using
borrowings under the Credit Facilities, the Compprspaid $441 million of outstanding Promissory &otin September 2009 and October
2009, additional promissory notes of $20 milliord&%54.5 million, respectively were issued to thenpany. As of March 31, 2011 and
December 31, 2010, $296 million in Promissory Netese outstanding, $148 million of which was due#éeh of Quantum and TOIVL. As of
March 31, 2011 and December 31, 2010, the Compafgyred interest payments totaling $21.6 milliod &48.6 million, respectively, and is
classified as interest payable in our consolidatdence sheet. The weighted-average interest r@ge2vb percent and 2.6 percent for the three
months ended March 31, 2011 and the year endedhiiere31, 2010, respectively. The components oCihiapany’s debt balances were as
follows:

(In thousands March 31, 201! December 31, 201
Related party debt
Term loan facility due within one ye—due to TOIVL $  70,00( $ 70,00(
Total current debt to affiliates 70,00( 70,00(
Long-term term loa—due to TOIVL 454,99¢ 472,49¢
Long-term promissory no—due to TOIVL 147,98( 147,98(
Total long-term due to TOIVL 602,97¢ 620,47¢
Long-term promissory no—due to Quantur 147,98( 147,98(
Total long-term debt to affiliates 750,95¢ 768,45¢
Third party debt
Term loan facility due within one ye 70,00( 70,00(
Total current debt to third party 70,00( 70,00(
Long-term debt 455,00( 490,19!
Total long-term debt to third party 455,00( 490,19!
Total debt $ 1,345,95! $ 1,398,65
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The following table presents the carrying amounthe Company’s debt along with the key terms aaldhces presented at face value of

its debt agreements:

(In thousands
Current

$1.265 billion Credit Facility
$1 billion senior trancl—KG1
$1 billion senior trancl—KG2
$1 billion senior tranct—KG1 due to TOIVL
$1 billion senior tranct—KG2 due to TOIVL
Total current debt—$1.265 billion
Credit Facility

Long-term

$1.265 billion Credit Facility
$1 billion senior tranct—KG1
$1 billion senior tranct—KG2
$1 billion senior tranck—KG1 due to TOIVL
$1 billion senior tranct—KG2 due to TOIVL
$190 million junior tranck—KG1
$190 million junior tranck—KG2
$190 million junior tranck—KG1 due to TOIVL
$190 million junior tranck—KG2 due to TOIVL
$75 million revolving credit facility

Total $1.265 billion Credit

Facility

Promissory Notes

Promissory Not—due to Quantur

Promissory Not—due to Quantur

Promissory Not—due to Quantur

Promissory Not—due to Quantur

Promissory Not—due to Quantur

Total Promissory Note—due

to Quantum

Promissory Not—due to TOIVL

Promissory Not—due to TOIVL

Promissory Not—due to TOIVL

Promissory Not—due to TOIVL

Promissory Not—due to TOIVL

Total Promissory Note—due

to TOIVL

Total Promissory Notes
Total long-term debt

Total debt

Effective
Interest Rate (%)
at March 31, 2011

Final
maturity

March 31, 201

December 31, 201

LIBOR + 1.45%
LIBOR + 1.45%
LIBOR + 1.45%
LIBOR + 1.45%

LIBOR + 1.45%
LIBOR + 1.45%
LIBOR + 1.45%
LIBOR + 1.45%
LIBOR + 2.25%
LIBOR + 2.25%
LIBOR + 2.25%
LIBOR + 2.25%
LIBOR + 1.45%

LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%

LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%
LIBOR + 2.00%
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March 9, 201¢
March 9, 201t
March 9, 201¢
March 9, 201¢

March 9, 201t
March 9, 201¢
March 9, 201¢
March 9, 201¢
March 9, 201t
March 9, 201¢
March 9, 201t
March 9, 201¢
March 9, 201¢

October 18, 201
January 22, 201
July 1, 201¢
September 4, 201
October 23, 201

October 18, 201
January 22, 201
July 1, 201¢
September 4, 201
October 23, 201

$ 35000 $ 35,00(
35,00( 35,00(
35,00( 35,00(
35,00( 35,00(

$ 140,000 $ 140,00(

$ 180,000 $ 188,75(
180,00 188,75(
180,00 188,75(
180,00( 188,75(
47,50( 47,50(
47,50( 47,50(
47,49¢ 47,50(
47,50( 47,49¢

— 17,69¢
909,99¢ 962,69-
18,11( 18,11(
51,10( 51,10(
41,52( 41,52(
10,00( 10,00(
27,25( 27,25(
147,98( 147,98(
18,11( 18,11(
51,10( 51,10(
41,52( 41,52(
10,00( 10,00(
27,25( 27,25(
147,98( 147,98(
295,96( 295,96(

$ 1,20595 $ 1,258,65:

$ 1,34595 $  1,398,65:
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Scheduled maturities—At March 31, 2011, the scheduled maturities of @eint were as follows (in thousands):

Within one yeal $ 140,00(
2012 (Nine months ended December 31, 2! 105,00(
2013 140,00(
2014 140,00(
2015 524,99¢
Thereaftel 295,96(

Note 5—Derivatives and Hedging

Cash flow hedges—In January 2009, the Company entered into inteegstswaps with an aggregate maximum notionalevafu
$892.8 million which are designated as a cash fiedge of the future interest payments on variadtke borrowings under the Credit Facilities
to reduce the variability of cash interest paymedtsler the interest rate swaps, the Company edkive interest at three-month LIBOR and
pay interest at a fixed rate of 2.24 percent olerexpected term of the Credit Facilities. TOIVLtiag as a swap counter-party with the
Company, provided $446.4 million of the $892.8 iwillin aggregate maximum notional value.

In May 2009, the Company entered into interest sataps with an aggregate maximum notional valug26f7.2 million which are
designated as a cash flow hedge of the futuredastgrayments on variable rate borrowings unde€tiedit Facilities to reduce the variability
cash interest payments. Under the interest ratpswhae Company will receive interest at three-hdiBOR and pay interest at a fixed rate of
2.65 percent over the expected term of the Creitliies. TOIVL, acting as a swap counter-partghathe Company, provided $148.8 million
of the $297.5 million in aggregate maximum notiovelue.

The Company recognizes the gains and losses ag=buidh the ineffective portion of the hedgesriterest expense in the period in
which they are realized. During construction of Brdling Rigs, the notional value increases prdjmrately with the forecasted borrowings
under the Credit Facilities to a maximum amourhfL90 million, of which $595 million is attributlghbto TOIVL. Upon completion of
construction of Drilling Rigs, the notional valueateases proportionately with the repayment ofdwamgs under the Credit Facilities. As of
March 31, 2011 and December 31, 2010, the aggregdittnal value had decreased to $1,015 million$h@50 million, respectively.

At March 31, 2011, the fair market value of thelcliew hedges was $19.6 million, of which $18.3lioit was recorded in other current
liabilities and $1.3 million was recorded in otheng-term liabilities. Other comprehensive gair$$@f4 million was recorded in the first three
months of 2011. At March 31, 2011, the ineffecpagtion was recorded as a decrease to interesheapd $640 thousand. In the first three
months of 2011, the Company reclassified $5.4 anilif amounts previously recognized as other cohgrsive income to interest expense
of March 31, 2011, we estimate that we will redlgssterest expense of $18.4 million from the ambrecorded in Accumulated Other
Comprehensive Income into earnings during the h2xnonths.

At December 31, 2010, the fair market value ofdhsh flow hedges was $26.4 million, of which $1®illion was recorded in other
current liabilities and $7.3 million was recordedoither long-term liabilities. Other comprehendings of $34.9 million was recorded in 2010.
At December 31, 2010, the ineffective portion wesorded as an increase to interest expense oftfidgbidand. In 2010, the Company
reclassified $23 million of amounts previously rgozed as other comprehensive income to intergstrese.
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Note 6—Related Party Transactions

Shareholder Agreement—The Shareholders have entered into an agreenent§hareholders’ Agreementinder which the rights ar
restrictions with respect to the governance andagament of the Company are defined. Among othaggjithe Shareholders’ Agreement
states that the Shareholders will provide futuredfog of capital expenditures and other liquidigeds as required in the form of additional
loans or capital contributions. Additionally, TOI\thay, during the course of its ongoing operatipnsyide certain incidental general and
administrative functions on behalf of the Compangluding procurement and payables, treasury asll ocenagement, personnel and payroll
and accounting at cost to the Company.

Put Option and Registration Rights Agreement—The Shareholders and Transocean Ltd. have entggedn agreement under which
Quantum, beginning on October 18, 2010, had thiatenal right to exchange its interest in the Comypfar shares of Transocean Ltd. or cash
at a purchase price based on an appraisal of ithealae of the Drilling Rigs, subject to certaidjastments.

Promissory Note Agreements—At Inception, the Company entered into unsecurethissory note agreements with TOIVL and PDL
for the purpose of funding the formation of the Qamy. The Promissory Notes bear an interest rat¢éB®R plus 2 percent per annum with
semi-annual interest payments commencing ApriB08. The Company may, upon written notice to Qurarand TOIVL, elect to defer the
payment of accrued interest (including any pridieded interest) to the next succeeding interegireant date. At April 30, 2008, the Company
elected to defer the interest payments due unéePtbmissory Notes. In October 2008, in conneatiith borrowings under the Credit
Facilities, the Company paid approximately $32 inillto satisfy interest accrued and deferred thindsigptember 30, 2008. Through March
2011, no further interest payments had been madkalhinterest due was deferred. The Promissogdlare scheduled to mature ten years
after the date of the respective note and the Cagnpray, upon written notice to Quantum and TOIVleceéto defer the maturity date for a
period up to ten years. The Company is not requoedake any payments of principal or interestpiaothe maturity date. As of March 31,
2011 and December 31, 2010, $296 million in Proamisdlotes remained outstanding, $148 million of ethivas due to each of Quantum and
TOIVL.

Construction Management Agreements—At Inception, the Shareholders entered into colmsibn management agreements with
TOIVL in connection with the construction of theillng Rigs. Pursuant to these agreements, TOIVI éésign, construct, equip and test the
Drilling Rigs in accordance with the terms, conlis and requirements of their respective constra@hd equipments contracts. The Comj
has agreed to reimburse TOIVL for all documentestcocurred by TOIVL in performing its duties undleese agreements. The terms of this
agreement allow TOIVL to delegate certain of itsieliand obligations under the agreement Gastruction Support Agreements his
agreement was terminated upon customer acceptétive KG2.

Construction Support Agreements—TOIVL has elected to delegate certain duties advlijations under the Construction Management
Agreements to an affiliate, Transocean Construdilamagement Ltd.—Korea Branch (“TCML"). In connectiwith this delegation, in
January 2008 the Company entered into construstipport agreements with TCML under which TCML wdiésign, construct, equip and test
the Drilling Rigs in accordance with the terms, dibions and requirements of their respective camsiton and equipments contracts. The
Company has agreed to reimburse TCML for all docustecosts incurred by TCML in performing its dstiender these agreements. This
agreement was terminated upon customer acceptétice KG2. The costs incurred under the ConstracBapport Agreement were zero,
$286 thousand and $10 million for the three moetied March 31, 2011 and the years ended Decerib20B0 and 2009, respectively.

Marketing Agreement —The Shareholders entered into a marketing agreewitnTOIVL. Under the terms of the marketing
agreement, the Company granted TOIVL and its afé, on an exclusive basis, all rights
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to market each of the Drilling Rigs worldwide foseuin any territory or region. Commencing upondhte of the completion and delivery of
the Drilling Rigs through perpetuity unless othesgvterminated by the party in accordance with greement, the Company will pay TOIVL a
marketing fee of $7,000 per day in respect of dagling Rig. The marketing fee is subject to adjusnt annually based on the consumer
pricing index published by the U.S. Department abbr. Expense related to this agreement recordegérating and maintenance—affiliates
on the statement of operations was $1 million, $6an and $1 million for the three months endedreta31, 2011 and the years ended
December 31, 2010 and 2009, respectively.

Operating Agreement—The Shareholders entered into an operating agreemignTOIVL. Under the terms of the operating agrent
the Company appoints TOIVL and its affiliates to as the operator of the Drilling Rigs. Commenaipgpn the date of the completion and
delivery of the Drilling Rigs, TOIVL is providingesvices to include day to day management supervisia operating, maintenance,
administrative and related services in respecaohdrilling Rig. The Company has agreed to reirmburOIVL for all documented costs
incurred by TOIVL in performing its duties underglagreement. In addition to the documented costsied, TOIVL allocated local overhead
costs of $2 million, $7 million and $1 million fée three months ended March 31, 2011 and the geaed December 31, 2010 and 2009,
respectively.

Term Loan Facility —As described in Note 4—Interest-bearing Loans Bodowings, the Company entered into a Term Loaziliga
in which TOIVL patrticipates in the senior and junttanches with a commitment totaling $595 milliarthe aggregate.

Guarantees from TOIVL —In connection with the Credit Facilities, TOIVL $iprovided a guarantee in the amount of $160 millio
backing the obligations of the Company under thed@i-acilities.

Cash flow hedges—As described in Note 5—Derivatives and Hedging, @ompany entered into an interest rate swap agmem
which TOIVL acts as a swap counterparty providingaximum notional value of $595 million.

Contract labor expenses—TOIVL and its affiliates incur certain payroll dgsson the Company’s behalf. Through the operating
agreement TOIVL and its affiliates provide workweeto perform day to day operations. These expenses $13 million, $42 million and
$11 million for the three months ended March 311, 28nd the years ended December 31, 2010 and 2&@fctively and are a component of
operating and maintenance expense on the statefepérations.

Letter of credit— In connection with the minimum liquidity requirentsrunder the Credit Facilities, the Company funthedminimum
balance of $60 million required for the Debt Seeviteserve Account (the “DSRA”). This was fundedaldgtter of credit issued by an affiliate
of TOIVL, Transocean Inc., in April 2010.

Note 7—Fair Value of Financial Instruments

We estimate the fair value of each class of finarostruments, for which estimating fair valugracticable, by applying the following
methods and assumptions:

Cash and cash equivalents, Restricted cash, Accosnieceivable—Affiliates and Accounts receivable—Tide and other, Interest
receivable from affiliates—The carrying amounts approximate fair value beeaighe short maturity of these instruments.

Short-term and long-term debt due to affiliates—The determination of the fair value of short-terebtidue to affiliates with carrying
amounts of $70.0 million at March 31, 2011 and Delger 31, 2010, respectively, and the fair valulpg-term debt due to affiliates with
carrying amounts of $751 million and $768 millianMarch 31, 2011 and December 31, 2010, respegtiieehot practicable due to the related
party nature of such debt. See Note 6—Related Haatysactions.
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Short-term and long-term debt to third parties— The face value of interefiearing loans and borrowings approximates thevidire o
the loans and borrowings since they have effedtiterest rates that are based on floating rates.

Derivative instruments— The carrying amount of our derivative instrumemggresents the estimated fair value, measured dgiect or
indirect observable inputs, including quoted pricesther market data for similar assets or litibsiin active markets or identical assets or
liabilities in less active markets. At March 31]120Qthe fair market value of the cash flow hedgas $19.6 million, of which $18.3 million w
recorded in other current liabilities and $1.3 roillwas recorded in other long-term liabilities. Bécember 31, 2010, the fair market value of
the cash flow hedges was $26.4 million, of whicB.4Imillion was recorded in other current liabdgiand $7.3 million was recorded in other
long-term liabilities.

Note 8—Financial Instruments and Risk Concentration

Foreign exchange risk—We operate internationally, resulting in exposiaréoreign exchange risk. This risk is primarilysasiated with
compensation costs and with purchases from forgigpliers denominated in currencies other tharttise dollar.

We do not enter into derivative transactions farcapative purposes. At March 31, 2011 and Decer@be?010, we had no outstanding
foreign exchange derivative instruments.

Interest rate risk — Financial instruments that potentially subjectaisoncentrations of interest rate risk include @ash equivalents
and debt obligations. We are exposed to interéstrisk related to our cash equivalents, as theraést income earned on these investments
changes with market interest rates. Floating rat#,dvhere the interest rate can be adjusted gaamyor less over the life of the instrument,
exposes us to short-term changes in market inteatest.

From time to time, we may use interest rate swapeaagents to manage the effect of interest rateggsaan future income. These
derivatives are used as hedges and are not usepgdoulative or trading purposes. Interest rateosvaae designated as a hedge of underlying
future interest payments. These agreements intbbyexchange of amounts based on variable intextest and amounts based on a fixed
interest rate over the life of the agreement witteuexchange of the notional amount upon whiclpthgnents are based. The interest rate
differential to be received or paid on the swapg&gnized over the lives of the swaps as an ad@rg to interest expense. Gains and losses
on terminations of interest rate swap agreemesetgl@ferred and recognized as an adjustment t@Bitexpense over the remaining life of the
underlying debt. In the event of the early retirainaf a designated debt obligation, any realizedroealized gain or loss from the swap would
be recognized in income. At March 31, 2011, the Gany had approximately $1,346 million of outstagdiariable rate debt at face value, of
which $1,050 million was in an effective hedgintat®nship. At December 31, 2010, the Company hga@imately $1,399 million of
outstanding variable rate debt at face value, atiwt1,085 million was in an effective hedging tlaship.

Credit risk —Financial instruments that potentially subjectausoncentrations of credit risk are primarily casid cash equivalents,
trade receivables, and obligations owed to the Gomby its counterparties under the cash flow hedigés our practice to place our cash and
cash equivalents in time deposits at commercigkb¥arith high credit ratings or mutual funds, whiokiest exclusively in high quality money
market instruments.

In its initial drilling contracts, the Company exped to derive revenue from contract drilling seed to Reliance Industries Limited
(RIL"), a large, independent energy company. ThenGany has a five-year drilling
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contract with RIL for each of the Drilling Rigs theommenced upon completion of shipyard constracea trials, mobilization to India and
customer acceptance of each rig. In November 20@3Company entered into an agreement (the “Assigirigreement”) with RIL and Oil
and Natural Gas Company Limited (“ONGC”), where Rlsigned its interest in the first four yearshef drilling contract for the KG1 to
ONGC, a national oil company in India. Under therte of the Assignment Agreement, the Company weithae revenue directly from ONGC

during the first four years of the operations phafsine contract, and jointly from RIL and ONGC ohgr the mobilization and demobilization
phases of the contract.

For the three months ended March 31, 2011 andahesyended December 31, 2010 and 2009, RIL andd@@accounted for 100
percent of total operating revenues.

Note 9—Supplementary Cash Flow Information
Additional cash flow information is as follows (ihousands):

Three months

ended Years ended December 3:
March 31,
2011 2010 2009
Certain cash operating activiti
Cash payments for intere $ 10,57: $ 46,06( $ 35,36
Cash payments for tax 2,53: 18,19¢ —
Non-cash investing activitie
Capital expenditure—third party, accrued at end
period $ 39¢ $ 1,48¢ $ 8,72¢
Capital expenditur—affiliates, accrued at end
period $ 11,90: $ 22,78¢ $ 40,94(

Note 10—Income Taxes
Tax provision— The components of the Company’s provision (bené&ditjincome taxes are as follows (in thousands):

Three Months

Ended Years ended December 31,
March 31,
2011 2010 2009
Current tax expense $ 4,14¢ $ 13,34 $ 2,647
Deferred tax (benefit) expen 20 373 (210
Income tax expens $ 4,16¢€ $ 13,71 $ 243
Effective tax rate 10% 11% 24%

The Company is a BVI company and its earnings atesubject to income tax in BVI because the coudtgs not levy tax on corporate
income. As a result, the Company has not presentedonciliation of the differences between th@ime tax provision computed at the
statutory rate and the reported provision for inedaxes for these periods.

The Company is subject to changes in tax lawstié®and regulations in and between the countnieghich the Company conducts
business, or in which the Company is incorporateesident. A material change in these tax lavesties or regulations could result in a hi¢
or lower effective tax rate on the Company’s eagain
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The Company recognizes deferred tax assets arilitiégbfor the anticipated future tax effects efriporary differences between the
financial statement basis and the tax basis @fSsets and liabilities at the applicable tax ratedfect. As of March 31, 2011 and December
2010, the Company'’s net deferred tax liability Inak of $183 thousand and $163 thousand, respagtieddtes to the net effects of deferred
revenue and straight line revenue recognition.

Tax returns —The Company’s income tax returns are subjectiieveand examination in the jurisdictions in whitle Company
conducts business. The Company is not currentherguing audits or contesting tax assessments.

The following is a reconciliation of our unrecogeiztax benefits, excluding interest and penaltiethpusands):

Three Months Endec

Year Ended
March 31, 2011 December 31, 201
Balance, beginning of the period $ 1,047 $ —
Additions for current year tax positic 37E 1,047
Balance, end of the peric $ 1,427 $ 1,047

We recognize interest and penalties related tantecognized tax benefits, recorded as a compariéntome tax expense. For the year
ended December 31, 2010, there was no interesraltes recorded on our unrecognized tax positibasthe three months ended March 31,
2011, there was no interest or penalties recordenlio unrecognized tax positions. If recognized,htire amount of our unrecognized tax
benefits, as of March 31, 2011, would favorably atipour effective tax rate. We expect our existiagilities for unrecognized tax benefits to
increase approximately $1 million to $2 million thg the next twelve months.

Note 11—Subsequent Events

On February 29, 2012, Quantum irrevocably exerdisedght to exchange its interest in the CompfonyTransocean Ltd. shares or cash.
The purchase price is subject to negotiation aaiting agreement, will be determined based on gmagpal of the fair value of the Drilling Ri
after taking into account outstanding indebtedn@®ssmntum must elect on or before March 29, 20I2¢eive the purchase price in either
shares or cash.
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Exhibit 2(a)(1)
REGISTRATION RIGHTS AGREEMENT

THIS REGISTRATION RIGHTS AGREEMENT (this “ Agreement’) is made and entered into as of November 16, 20¢5nd
between Pacific Drilling S.A., a company organizedier the laws of Luxembourg (th&€bmpany”), and Quantum Pacific (Gibraltar)
Limited, a company organized under the laws of &thr (“ Quantum”). The Company and Quantum are referred to callelst herein as the “
Parties.”

WHEREAS, unless the context otherwise requires, capitalieeds used and not otherwise defined herein shak the meanings
ascribed in Section 1;

WHEREAS, Quantum owns 150,000,000 of the Company’s commareshU.S.$0.01 per share par value (t@@fhmon Share$),
constituting a majority of the Common Shares cutyesutstanding;

WHEREAS , the Company contemplates an initial public offgrof its common shares in the U.S. (tH®O ") pursuant to a registrati
statement on Form F-1 (thdPO Registration Statemeri to be filed with the U.S. Securities and Exchar@pmmission (the Commission

");

WHEREAS , in consideration of Quantum’s support and codpm@ran connection with the transactions contemgaldty the IPO
Registration Statement, and in order to ensure@erly distribution of any Common Shares owned ma@um, the Company and Quantum
desire to set forth certain matters regarding dggstration rights of the Common Shares owned bgrnQum.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and agreements containgsi\greement, and for other good
and valuable consideration, the receipt and adgoofwhich are hereby acknowledged, the Partieslheagree as follows:
1. Definitions . As used in this Agreement, the following terms khal/e the respective meanings set forth in thigiGe 1:
“ 2011 Private Placemeritis defined in the recitals of this Agreement.

“ Affiliate " of any specified Person means any other persorhwllirectly or indirectly, is in control of, is ctmlled by, or is unde
common control with, such specified Person. Foppses of this definition, control of a Person meespower, direct or indirect, to
direct or cause the direction of the managementpafidies of such Person, whether through ownershimting securities, by contract
otherwise; and the terms “controlling” and “conkedl” have meanings correlative to the foregoing.

“ Agreement’ has the meaning set forth in the preamble.
“ Automatic Shelf Registration Statemehineans an “automatic shelf registration statemesttiefined under Rule 405.

“ Business Day means any day other than a Saturday, a Sundayay on which commercial banks in New York, Newkror
Houston, Texas are required or authorized to bsedo

“ Commission” is defined in the recitals of this Agreement.

“ Common Share$ is defined in the recitals of this Agreement.

“ Company” is defined in the introductory paragraph of thigreement, and includes any successor thereto.
“ Demand Notic€' has the meaning set forth in Section 2(a).

“ Demand Registratiorf has the meaning set forth in Section 2(a).
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“ Effective Date” means the time and date that a Registration @&eis first declared effective by the Commissiomtherwise
becomes effective.

“ Effectiveness Period has the meaning set forth in Section 2(a).

“ Exchange Act’ means the Securities Exchange Act of 1934, andet

“ Indemnified Persons has the meaning set forth in Section 5.

“IPO " is defined in the recitals of this Agreement.

“ IPO Registration Statemeritis defined in the recitals of this Agreement.
“ Losses’ has the meaning set forth in Section 5.

“ Parties” has the meaning set forth in the preamble.

“ Person” means an individual or group, corporation, parsh@, trust, incorporated or unincorporated asgam, joint venture,
limited liability company, joint stock company, geawmment (or an agency or subdivision thereof) bepentity of any kind.

“ Piggyback Notic€ has the meaning set forth in Section 2(b).

“ Piggyback Registratiori has the meaning set forth in Section 2(b).

“ Piggyback Requesthas the meaning set forth in Section 2(b).

“ Pledge Holder" has the meaning set forth in Section 7(e)(ii).

“ Private Placement Sharesis defined in the recitals of this Agreement.

“ Proceeding’ means any action, claim, suit, proceeding or stigmtion (including a preliminary investigation pairtial
proceeding, such as a deposition) pending or kriovine Company to be threatened.

“ Prospectus means the prospectus included in a Registrattateient (including a prospectus that includesiafoymation
previously omitted from a prospectus filed as parn effective Registration Statement in relianpen Rule 430A promulgated under
the Securities Act), as amended or supplementethpyprospectus supplement, with respect to thestefrthe offering of any portion of
the Registrable Securities covered by a Registr&@itatement and all other amendments and supplsrieetite Prospectus, including
post-effective amendments, and all material incrafeal by reference or deemed to be incorporateéfeyence in such Prospectus.

“ Quantum” is defined in the introductory paragraph of thigreement, and includes any successor thereto.

“ Registrable Securities means any Common Shares issued to or acquired agtQ@u, including the 150,000,000 Common Sh
currently owned by Quantum.

“ Registration Expenseshas the meaning set forth in Section 4.

“ Registration Statemeritmeans a registration statement in the form rexglio register the resale of the Registrable Seesiri
under the Securities Act and other applicable kavd including any Prospectus, amendments and suppls to each such registration
statement or Prospectus, including pre- and pdstife amendments, all exhibits thereto, and altarial incorporated by reference or
deemed to be incorporated by reference in sucltrafion statement.

“ Rule 144" means Rule 144 promulgated by the Commissionyauntsto the Securities Act, as such Rule may bendedfrom
time to time, or any similar rule or regulation éaiter adopted by the Commission having substéntted same effect as such Rule.

“ Rule 405" means Rule 405 promulgated by the Commissionyaunsto the Securities Act, as such Rule may bendedfrom
time to time, or any similar rule or regulation éafiter adopted by the Commission having substéntted same effect as such Rule.
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“ Rule 415" means Rule 415 promulgated by the Commissionyaunsto the Securities Act, as such Rule may bendedfrom
time to time, or any similar rule or regulation éefter adopted by the Commission having substintta same effect as such Rule.

“ Rule 424" means Rule 424 promulgated by the Commissionyauntsto the Securities Act, as such Rule may bendedfrom
time to time, or any similar rule or regulation éefter adopted by the Commission having substintta same effect as such Rule.

“ Rule 433" means Rule 433 promulgated by the Commissionyaunsto the Securities Act, as such Rule may bendeg:from
time to time, or any similar rule or regulation éefter adopted by the Commission having substintta same effect as such Rule.

“ Securities Act’ is defined in the recitals of this Agreement.

“ Selling Expense$ means all underwriting discounts, selling comriaas and stock transfer taxes applicable to the afl
Registrable Securities and fees and disburseméntsuasel for Quantum.

“ Shelf Registration Statemerithas the meaning set forth in Section 2(a)(iii).

“ Stand-Off Period” has the meaning set forth in Section 7(g).

“ Suspension Period has the meaning set forth in Section 2(a).

“ Trading Day” means a day during which trading in the Commoar8 generally occurs on the Trading Market.
“ Trading Market” means the principal national securities exchamgevhich Registrable Securities are listed.

“ Unaffiliated Board Members' is defined in_Section 2(a)(iv)

“ WKSI"” means a ‘well known seasoned issuéias defined under Rule 405.

Unless the context requires otherwise: (a) any guarused in this Agreement shall include the cpading masculine, feminine
or neuter forms; (b) references to Articles andtiBes refer to Articles and Sections of this Agres (c) the terms “include”,
“includes”, “including” or words of like import shiebe deemed to be followed by the words “withdatitation”; (d) the terms “hereof”,
“herein” or “hereunder” refer to this Agreementaaghole and not to any particular provision of thireement; (e) unless the context
otherwise requires, the term “or” is not exclusive shall have the inclusive meaning of “and/di)’défined terms herein will apply
equally to both the singular and plural forms aedwdtive forms of defined terms will have corrélatmeanings; (g) references to any
law or statute shall include all rules and regoladi promulgated thereunder, and references toaangi statute shall be construed as
including any legal and statutory provisions coitiadlng, amending, succeeding or replacing theiegiple law or statute; (h) references
to any Person include such Person’s successorgaamttted assigns; and (i) references to “days'tamalendar days unless otherwise
indicated.

2. Registration .
(a) Demand Registration

(i) Quantum shall have the option and right, exaable by delivering a written notice to the Compéay Demand Notice'),
to require the Company to, pursuant to the termendfsubject to the limitations contained in thgrédement, prepare and file with
the Commission a Registration Statement registehiagffering and sale of the number and type @ifeble Securities on the
terms and conditions specified in the Demand Naticccordance with the intended timing and methioghethods of distribution
thereof specified in the Demand Notice, which magiude sales on a delayed or continuous basis gorso Rule 415 (the “
Demand Registratior).

(i) Following receipt of a Demand Notice, the Compahall file a Registration Statement as proma#ypracticable coverir
all of the Registrable Securities that Quantum estgion such
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Demand Notice to be included in such Demand Registr in accordance with the terms and conditidrithie Agreement and shall
use its reasonable best efforts to cause such tRegia Statement to become effective under then®tés Act and remain effective
under the Securities Act for not less than twentyr {24) months following the Effective Date or kughorter period when all
Registrable Securities covered by such Registr&@tatement have been sold (thgffectiveness Period); provided, however

(i) that the Company shall not be required to &ffhe registration of Registrable Securities punsti@ this Section 2(a) unless the
Registrable Securities are offered at an aggregatosed offering price of not less than $50 milland (ii) the Effectiveness
Period shall be extended by one (1) day for eaditiadal day during any Suspension Period in effelbbwing the Effective Date
applicable thereto pursuant to Section 2(a)(ivpj&ct to the other limitations contained in thisrAgment, the Company is not
obligated hereunder to effect more than three @nBnd Registrations in any twelve (12) month period

(iii) Notwithstanding any other provision of thi€&ion 2(a), the Company shall not be requiredAdfile a Registration
Statement pursuant to this Section 2(a) duringotireod starting with the date thirty (30) days ptima good faith estimate by the
majority of the members of the board of directdrthe Company (excluding any members of the boéxirectors that are
employees or Affiliates of Quantum)(theJhaffiliated Board Members)), of the date of filing of, and ending on a dataety
(90) days after the effective date of, a Compaitjabed registration; provided that the Compangdsively employing its reasonal
best efforts to cause such registration statencelné¢ome effective; (B) effect a registration ¢te & Registration Statement for a
period of up to one hundred twenty (120) days dfterdate of a Demand Notice for registration pansuo this Section 2(a) if at t
time of such request (1) the Company is engageldasiplans to engage, within thirty (30) days eftime of such Demand Notice,
in a firm commitment underwritten public offering@ommon Shares), or (2) the Company is currentlyagied in a self-tender or
exchange offer and the filing of a Registrationt&t@ent would cause a violation of the Exchange &&};effect a registration or fi
a Registration Statement for a period of up to tyif@0) days, if (1) the Unaffiliated Board Membeletermine such registration
would render the Company unable to comply with eale securities laws or (2) the Unaffiliated Bbdembers determine such
registration would require premature disclosurenaferial information that the Company has a bode ffiusiness purpose for
preserving as confidential; or (D) if the Compamg lfiled a “shelf” registration statement pursuard Demand Notice under this
Section 2(a) and has included Registrable Secsitiierein (each such Registration StatemenSlaelf Registration Statemeri,
the Company shall be entitled to suspend, for samable period of time not in excess of 45 consexulays and not more than 90
days in any 12 month period (except as a resudtreview of any postffective amendment by the Commission before diexgjaany
post-effective amendment to the Registration Statgraffective; provided, that the Company has utseasonable best efforts to
cause such pogtffective amendment to be declared effective) offier or sale of Registrable Securities pursuarsutch registratio
statement by any holder of Registrable Securifi€k)ia “road show” is not then in progress witspect to a proposed offering of
Registrable Securities by such holder and (2) eifhethe Unaffiliated Board Members, in good faittetermine that (i) the offer or
sale of any shares of Common Stock would materialyede, delay or interfere with a significant saation under negotiation by
the Company, including any proposed financing, roffesale of securities, acquisition, merger, terudter, business combination,
corporate reorganization, or consolidation , (figathe advice of counsel, the sale of Common &heovered by the shelf
Registration Statement would require disclosurearf-public material information not otherwise reegdito be disclosed under
applicable law, and (iii) either (x) the Companysl@abona fide business purpose for preservingaghBdentiality of the proposed
transaction, (y) disclosure would have a matedakase effect on the Company or the Company’stghidi consummate the
proposed transaction, or (z) the proposed trarsaotinders the Company unable to comply with resuénts of the Commission;
or (B) the Unaffiliated Board Members, in good lfigitletermines that the Company is required by tale, or regulation to
supplement the Shelf Registration Statement ofi@st-effective amendment to the Shelf Regisinafitatement in order
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to incorporate information into the Shelf RegistratStatement for the purpose of (i) includinghe Shelf Registration Statement
any Prospectus required under Section 10(a)(3)eoSecurities Act or (ii) reflecting in the Prospecincluded in the Shelf
Registration Statement any facts or events ariafteg the effective date of the Shelf Registratktatement (or the most recent post-
effective amendment) that, individually or in thggeegate, represents a fundamental change infitieniation set forth in the
Prospectus (any such period referred to in thigi@ee(a)(iii), a “Suspension Period); provided, howeverthat (i) in no event
shall the Company postpone, defer or suspend anyabe Registration pursuant to this Section 2(iiid/or Section 7(g) for
more than an aggregate of one hundred twenty (& in any twelve (12) month period, (ii) in theeet the Company postpones,
defers or suspends any Demand Registration pursu&sction 2(a)(iii)(C)(1) or (2) or Section 2(@)(D), then during such
Suspension Period, the Company shall not engageyirtransaction involving the offer, issuance, satgpurchase of Common
Shares (whether for the benefit of the Companytbird Person), except transactions involving gsiance or purchase of
Common Shares as contemplated by Company empl@yedibplans or employee or director arrangemeéntsrder to suspend the
use of the registration statement pursuant toShigion 2(a)(iii)(D), the Company shall promptlyompdetermining to seek such
suspension, deliver to the holders of RegistrableuBties included in such registration statemarmertificate signed by the Chief
Executive Officer of the Company stating that trepany is suspending use of such registrationmiepursuant to Section 2(a)
(iii)(D), the basis therefor in reasonable detaill@ good faith estimate as to the anticipatedtauraf such suspension.

(iv) The Company may include in any such Demandifegion other Common Shares for sale for its @wcount or for the
account of any other Persgrpvidedthat if the managing underwriter for the offeringg@mines that the number of Common
Shares proposed to be offered in such offering abkély have an adverse effect in any materigbees on the price, timing or
distribution of the Company Securities proposebéaancluded in such offering or the market for @@mmon Shares, then the
Registrable Securities to be sold by Quantum dlelhcluded in such registration before any Comi®@bares proposed to be sold
for the account of the Company or any other Person.

(v) Subject to the limitations contained in thisrAgment, the Company shall effect any Demand Regizt on Form F-3
(except if the Company is not then eligible to stgi for resale the Registrable Securities on He#8nin which case such Demand
Registration shall be effected on another apprépfam for such purpose pursuant to the Securitetl and if the Company
becomes, and is at the time of its receipt of a 8airNotice, a WKSI, the Demand Registration for afigring and selling of
Registrable Securities through a firm commitmerdamvriting shall be effected pursuant to an Autam8helf Registration
Statement, which shall be on Form F-3 or any edeintaor successor form under the Securities Aa\#ilable to the Company);
provided, however, that if at any time a Registration Statement om¥F-3 is effective and Quantum provides writtetice to the
Company that it intends to effect an offering dfaalpart of the Registrable Securities includedsanh Registration Statement, the
Company will amend or supplement such Registrafitatement as may be necessary in order to enatheosiering to take place.

(vi) Without limiting Section 3, in connection witmy Demand Registration pursuant to and in acomelavith this Section 2
(a), the Company shall, (A) promptly prepare afeldir cause to be prepared and filed (1) such iaddit forms, amendments,
supplements, prospectuses, certificates, lettpisians and other documents, as may be necessagvimable to register or qualify
the securities subject to such Demand Registraitigiyding under the securities laws of such staeeQuantum shall reasonably
requestprovided, however, that no such qualification shall be requiredniy aurisdiction where, as a result thereof, the @any
would become subject to general service of prooess taxation or qualification to do businessirels jurisdiction solely as a result
of registration and (2) such forms, amendmentsplempents, prospectuses, certificates, letters,apsrand other documents as r
be necessary to apply for listing or to list thegR&able Securities subject to such Demand Redgjistr on the Trading Market and
(B) do any and all other acts and



things that may be necessary or appropriate oonadiy requested by Quantum to enable Quantumrtsurnmate a public sale of
such Registrable Securities in accordance withrttesded timing and method or methods of distrifmuthereof.

(b) Piggyback Registration

(i) If the Company shall at any time propose te &l Registration Statement, other than pursuaatydemand Registration,
for an offering of Common Shares for cash (wheth@onnection with a public offering of Common Sésby the Company, a
public offering of Common Shares by shareholder§oth, but excluding an offering relating solatyan employee benefit plan, an
offering relating to a transaction on Form F-4 orodfering on any registration statement form thags not permit secondary sales),
the Company shall promptly notify Quantum of sucbigmsal reasonably in advance of (and in any exeletast five (5) Trading
Days before) the anticipated filing date (theigggyback Notic€). The Piggyback Notice shall offer Quantum thgogunity to
include for registration in such Registration Sta¢@t the number of Registrable Securities as it rmguest (a Piggyback
Registration”). The Company shall include in each such PiggiklRegistration such Registrable Securities for Wwhite Company
has received written requests within five (5) dafter delivery to Quantum of the Piggyback Notit®i{ggyback Reques) for
inclusion therein. If Quantum decides not to in€wdl of its Registrable Securities in any RegistraStatement thereafter filed by
the Company, Quantum shall nevertheless continhaxe the right to include any Registrable Seagitn any subsequent
registration statement or registration statemesitsay be filed by the Company with respect to affgs of Common Shares, all
upon the terms and conditions set forth herein.

(i) If the Registration Statement under which @empany gives notice under this Section 2(b) isfounderwritten offering,
the Company shall so advise Quantum. In such etlemtjght of Quantum to be included in a registrapursuant to this Section 2
(b) shall be conditioned upon Quantum’s participaiin such underwriting and the inclusion of QuamtiRegistrable Securities in
the underwriting to the extent provided hereintHa event Quantum proposes to distribute its Rexdik Securities through such
underwriting, it shall enter into an underwritingraement in customary form with the underwriteuonderwriters selected for such
underwriting by the Company. If the managing undéer or managing underwriters of such offering isdwhe Company and
Quantum in writing that in their reasonable opinibat the inclusion of all of Quantum’ RegistraBlecurities in the subject
Registration Statement (or any other Common Shangsosed to be included in such offering) woule@ljkhave an adverse effect
in any material respect on the price, timing otridbsition of the Company Securities proposed tinctuded in such offering or the
market for the Common Shares, the Company shdlldedn such offering only that number or amouhény, of Common Shares
proposed to be included in such offering thathia teasonable opinion of the managing underwritenanaging underwriters, will
not have such effect, with such number to be altmtas follows: (i) first, to the Company or thes$dm or Persons demanding such
underwritten Offering and (ii) if there remains @ahility for additional Common Shares to be inahddin such registration, second,
to Quantum and third, pro-rata among all other éddf Common Shares who may be seeking to registdr Common Shares
based on the number of Common Shares such othéersare entitled to include in such registratlb@Quantum disapproves of t
terms of any such underwriting, it may elect tohditaw therefrom by written notice to the Compang #ire managing underwriter
(s) delivered on or prior to the time of pricingsafch offering. Any Registrable Securities withdnafinom such underwriting shall
be excluded and withdrawn from the registration.

(iii) The Company shall have the right to terminatavithdraw any registration initiated by it undbis Section 2(b) prior to
the Effective Date of such Registration Statemdmttiver or not Quantum has elected to include Radigt Securities in such
Registration Statement. The registration expenssaah withdrawn registration shall be borne by @empany in accordance with
Section 4 hereof.



(c) Subject to Section 2(a)(ii), all registratiaghts granted under this Section 2 shall contiruleet applicable with respect to
Quantum for so long as may be required for Quarttugell all of the Registrable Securities held hya@um (without any limitation on
volume, timing, recipients or intended method othods of distribution, including through the useaofunderwriter, that would not be
applicable with a registration under the Securifiet.

(d) Any Demand Notice or Piggyback Request shpBiecify the Registrable Securities intended toffered and sold by
Quantum, (ii) express Quantum’s present intenffier guch Registrable Securities for distributi¢ii) describe the nature or method of
the proposed offer and sale of Registrable Seearitihich may include sales on a delayed or cootistasis and (iv) contain the
undertaking of Quantum to provide all such inforimatand materials and take all action as may resdgrbe required in order to permit
the Company to comply with all applicable requiresen connection with the registration of such Regble Securities.

(e) Quantum shall not have any right to obtainemksan injunction restraining or otherwise delayamg such registration as the
result of any controversy that might arise withpesst to the interpretation or implementation oétBection 2.

(H The Company will not enter into any agreemeuntng the term of this Agreement which would allany holder of Common
Shares to include Common Shares in any Registr&fiatement filed by the Company in a manner thatieveiolate or restrict in any
material respect the rights granted to Quantumumeter.

(9) Any Registrable Security will cease to be agiRgable Security when (a) it has been sold oemwtise transferred by Quantum
(other than a transfer by Quantum to an Affiliatéroconjunction with an assignment of this Agreetngermitted under Section 7) or
(b) it is eligible for sale pursuant to Rule 144 émy successor provision) under the SecuritiesmMiittout restriction pursuant to such r
on the volume of securities that may be sold in single transaction.

3. Reqistration Procedures.

The procedures to be followed by the Company ananfum in a Registration Statement pursuant toAgieement, and the
respective rights and obligations of the Comparty @oantum, with respect to the preparation, fitamgl effectiveness of such
Registration Statement, are as follows:

(a) The Company will, at least five (5) Businesg/®arior to the anticipated filing of a RegistratiStatement or any related
Prospectus or any amendment or supplement thertiter(than amendments and supplements that dongatiore than name Quantum
and provide information with respect thereto) ufijess available to Quantum through public filimggh the Commission, furnish to
Quantum and its underwriters, if any, copies obatth documents proposed to be filed and (i) tsseeasonable efforts to address in ¢
such document when so filed with the Commissiorhsimmments as Quantum reasonably shall proposéwtittee (3) Business Days
the delivery of such copies to Quantum.

(b) The Company will use reasonable best efforisstpromptly as reasonably possible (i) preparefidith the Commission
such amendments, including post-effective amendsnentl supplements to each Registration Statemerthe Prospectus used in
connection therewith as may be necessary undeicapf# law to keep such Registration Statementicootsly effective with respect to
the disposition of all Registrable Securities cedethereby for its Effectiveness Period and, sultigethe limitations contained in this
Agreement, prepare and file with the Commissiorhsaaditional Registration Statements in order tpster for resale under the
Securities Act all of the Registrable Securitielti®y Quantum:; (ii) cause the related Prospectisetamended or supplemented by any
required prospectus supplement, and as so supplechenamended to be filed pursuant to Rule 42d;(ai) respond to any comments
received from the Commission with respect to eaebifration Statement or any amendment theretoaangromptly as reasonably
possible provide Quantum true and complete cogiadi oorrespondence from and to the Commissioatirey to such Registration.
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(c) The Company will comply in all material respeuatith the provisions of the Securities Act and Exehange Act with respect to
the Registration Statements and the dispositiall &egistrable Securities covered by each Redistr&tatement.

(d) The Company will notify Quantum as promptlyraasonably practicable: (i)(A) when a Prospectusngrprospectus
supplement or post-effective amendment to a Radiistr Statement is proposed to be filed; (B) when@ommission notifies the
Company whether there will be aéview” of such Registration Statement and whenever rai@ission comments in writing on such
Registration Statement; and (C) with respect td é&&egistration Statement or any post-effective atment thereto, when the same has
been declared effective; (ii) of any request by@wenmission or any other federal or state govertate@uthority for amendments or
supplements to a Registration Statement or Praspectfor additional information that pertains taa@tum as sellers of Registrable
Securities; (iii) of the issuance by the Commisbany stop order suspending the effectivenessRégistration Statement covering any
or all of the Registrable Securities or the inidatof any Proceedings for that purpose; (iv) & taceipt by the Company of any
notification with respect to the suspension ofdhalification or exemption from qualification ofyanf the Registrable Securities for sale
in any jurisdiction, or the initiation or threategiof any Proceeding for such purpose; and (vi@faccurrence of (but not the nature or
details concerning) any event or passage of timerttakes any statement made in such RegistrataiarSént or Prospectus or any
document incorporated or deemed to be incorpotht@in by reference untrue in any material respethat requires any revisions to
such Registration Statement, Prospectus or othmrmdents so that, in the case of such Registratiatei@ent or the Prospectus, as the
case may be, it will not contain any untrue statenoé a material fact or omit to state any matefiaat required to be stated therein or
necessary to make the statements therein, inghedf the circumstances under which they were maoemisleading provided,
however, that no notice by the Company shall be requirgdymant to this clause (v) in the event that then@any either promptly files a
prospectus supplement to update the ProspectuBama6-K or other appropriate Exchange Act refiat is incorporated by reference
into the Registration Statement, which in eithesecacontains the requisite information that resnlsuch Registration Statement no
longer containing any untrue statement of matdaieti or omitting to state a material fact necessanmpake the statements therein, in the
light of the circumstances under which they wereleaot misleading).

(e) The Company will use its reasonable best effiartavoid the issuance of, or, if issued, obtagwithdrawal of (i) any order
suspending the effectiveness of a RegistratioreStant, or (ii) any suspension of the qualificajonexemption from qualification) of
any of the Registrable Securities for sale in amiggliction, at the earliest practicable momenif any such order or suspension is made
effective during any Suspension Period, at thdesdpracticable moment after the Suspension Pésioder.

(f) During the Effectiveness Period, the Company furnish to Quantum and its underwriter(s), ifyamithout charge, at least one
conformed copy of each Registration Statement asti amendment thereto and all exhibits to the eéxéguested by Quantum
(including those incorporated by reference) prognpfter the filing of such documents with the Corssion;provided, that the Compar
will not have any obligation to provide any documparsuant to this clause that is available onGbemmission’s EDGAR system.

(9) The Company will promptly deliver to Quantundats underwriter(s), if any, without charge, asnypaopies of each Prospec
or Prospectuses (including each form of prospe@nd)each amendment or supplement thereto as Quantd its underwriter(s), if any,
may reasonably request during the Effectivenesie®eFhe Company consents to the use of such Pragpand each amendment or
supplement thereto by Quantum in connection wiéhdfiering and sale of the Registrable Securiteegered by such Prospectus and any
amendment or supplement thereto.

(h) The Company will facilitate the timely prepacat and delivery of certificates representing Reglde Securities to be delivered
to a transferee pursuant to a Registration Statemaich certificates shall be free of all restirietlegends indicating that the Registrable
Securities are unregistered or unqualified forleesader the Securities Act, Exchange Act or otdtpglicable securities laws, and to
enable such Registrable Securities to be in suohrdmations and registered in such names as Quantum
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may request in writing. In connection therewithigfuired by the Company’s transfer agent, the Gomvill promptly, after the
Effective Date of the Registration Statement, carsepinion of counsel as to the effectivenesti®@Registration Statement to be
delivered to and maintained with its transfer agtgether with any other authorizations, certiésaand directions required by the
transfer agent which authorize and direct the fearegent to issue such Registrable Securitiesowtthiny such legend upon sale by
Quantum of such Registrable Securities under thggsRation Statement.

(i) Upon the occurrence of any event contemplate8dction 3(d)(v), subject to Section 2(a)(iii),memptly as reasonably
possible, the Company will prepare a supplemeanoendment, including a post-effective amendmemeggtiired by applicable law, to
the affected Registration Statement or a suppletoethie related Prospectus or any document incatpdror deemed to be incorporated
therein by reference, and file any other requirecudnent so that, as thereafter delivered, no Reagjst Statement nor any Prospectus
will contain an untrue statement of a material faccomit to state a material fact required to lagest therein or necessary to make the
statements therein, in the light of the circumsésnender which they were made, not misleading.

() Quantum may distribute the Registrable Seasitly means of an underwritten offeripgovidedthat (i) Quantum provide
written notice to the Company of their intentiondistribute Registrable Securities by means ofradeowritten offering, (ii) the managil
underwriter or managing underwriters thereof shaltlesignated by Quantum in the case of a Demagi$tiReion (provided, however,
that such designated managing underwriter or magagiderwriters shall be reasonably acceptableg¢@bmpany) or by the Company
in the case of a registration initiated by the Camp (iii) Quantum agrees to enter into an undeimgiagreement in customary form and
sell Quantum’s Registrable Securities on the arsigided in any underwriting arrangements apprdwethe Persons entitled to select
the managing underwriter or managing underwritergbnder and (v) Quantum will complete and exeallitguestionnaires, powers of
attorney, indemnities and other documents reasgmafluired under the terms of such underwritingragements. The Company hereby
agrees with Quantum that, in connection with angeuwritten offering in accordance with the termseloé, it will negotiate in good faith
and execute all indemnities, underwriting agreesiant! other documents reasonably required undeetins of such underwriting
arrangements, including using all reasonable Hfést®to procure customary legal opinions and tardicomfort” letters at the
Company’s expense.

(k) In the event Quantum seek to complete an undtew offering, for a reasonable period priortie filing of any Registration
Statement and throughout the Effectiveness Petfi@dCompany will make available upon reasonableaatt the Company’s principal
place of business or such other reasonable pladedjpection by the managing underwriter or mangginderwriters selected in
accordance with Section 3(j) such financial andgpthformation and books and records of the Compangt cause the officers,
employees, counsel and independent certified palsliountants of the Company to respond to suchiriequas shall be reasonably
necessary (and in the case of counsel, not vialattorney-client privilege in such counsel’s mable belief) to conduct a reasonable
investigation within the meaning of Section 11w Securities Act.

() In connection with any registration of Regiftl@ Securities pursuant to this Agreement, the Gomwill take all commercially
reasonable actions as are necessary or advisatdento expedite or facilitate the dispositiorR&gistrable Securities by Quantum,
including causing appropriate officers and emplgyteebe available, on a customary basis and upmsorable notice, to meet with
prospective investors in presentations, meetingsread shows.

4. Registration Expenses All Registration Expenses incident to the Parterformance of or compliance with their respective

obligations under this Agreement or otherwise inr@xtion with any Demand Registration or Piggyb@ekistration (excluding any Selling
Expenses) shall be borne by the Company, whetheotarny Registrable Securities are sold pursuaatRegistration Statement. “
Registration Expense” shall include, without limitation, (i) all regisition and filing fees (including fees and expen#9swith respect to
filings required to be made with the Trading Mar&atl (B) in compliance with applicable state sd@sgior “Blue Sky” laws), (ii) printing
expenses (including expenses of printing certiisdor Common Shares and of printing
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prospectuses if the printing of prospectuses isarably requested by Quantum), (iii) messengezpbeine and delivery expenses, (iv) fees and
disbursements of counsel, auditors and accountantse Company, (v) Securities Act liability insunce, if the Company so desires such
insurance and (vi) fees and expenses of all oteesdPs retained by the Company in connection wighconsummation of the transactions
contemplated by this Agreement. In addition, thenany shall be responsible for all of its expensesrred in connection with the
consummation of the transactions contemplated isyAgreement (including expenses payable to théndigs and including all salaries and
expenses of their officers and employees perforrgggl or accounting duties), the expense of ampiahaudit and the fees and expenses
incurred in connection with the listing of the Regible Securities on the Trading Market.

5. Indemnification . If requested by Quantum, the Company shall indeyramfd hold harmless each underwriter, if any, eadag
connection with any registration referred to int8et2 and provide representations, covenants,jamnand other assurances to any
underwriter in form and substance reasonably satigfy to such underwriter and the Company. Furtiher Company shall indemnify and h
harmless Quantum, its Affiliates and each of thespective officers and directors and any Persam aeimtrols Quantum (within the meaning
the Securities Act) and any agent thereof (coletyi, “ Indemnified Persons), to the fullest extent permitted by applicatdevl from and
against any and all losses, claims, damages,itiabjljoint or several, costs (including reasoeatists of preparation and reasonable attorneys
fees) and expenses, judgments, fines, penaltiesest, settlements or other amounts arising froynamd all claims, demands, actions, suits or
proceedings, whether civil, criminal, administratior investigative, in which any Indemnified Persoay be involved, or is threatened to be
involved, as a party or otherwise, under the SédesrAct or otherwise (collectively,losses’), as incurred, arising out of or relating to any
untrue or alleged untrue statement of a mater@ldantained in any Registration Statement undechvlainy Registrable Securities were
registered, in any preliminary prospectus (if upddr to the Effective Date of such Registratioat8inent), or in any summary or final
prospectus or free writing prospectus or in anyraingent or supplement thereto (if used during theodehe Company is required to keep the
Registration Statement current), or arising oubaged upon or resulting from the omission or allegmission to state therein a material fact
required to be stated therein or necessary to niekstatements made therein, in the light of theuohstances in which they were made, not
misleading;provided, howeverthat the Company shall not be liable to any Indiéied Person to the extent that any such clairsesrbut of, is
based upon or results from an untrue or allegexlargtatement or omission or alleged omission nradach Registration Statement, such
preliminary, summary or final prospectus or freéiwg prospectus or such amendment or supplemengliance upon and in conformity with
written information furnished to the Company byoorbehalf of such Indemnified Person specificadliydse in the preparation thereof. The
Company shall notify Quantum promptly of the indiiin, threat or assertion of any Proceeding oftllthe Company is aware in connection
with the transactions contemplated by this Agreetrmdatwithstanding anything to the contrary heréiis Section 5 shall survive any
termination or expiration of this Agreement indéify.

6. Facilitation of Sales Pursuant to Rule 144 To the extent it shall be required to do so underExchange Act, the Company shall
timely file the reports required to be filed byitder the Exchange Act or the Securities Act (iditlg the reports under Sections 13 and 15(d)
of the Exchange Act referred to in subparagrapfi}@f Rule 144), and shall take such further acis Quantum may reasonably request,
the extent required from time to time to enable Quin to sell Registrable Securities without registm under the Securities Act within the
limitations of the exemption provided by Rule 18Wf{on the request Quantum in connection v@tantum’s sale pursuant to Rule 144, the
Company shall deliver to Quantum a written staterasrio whether it has complied with such requineisie

7. Miscellaneous.

(a) Remedies|In the event of a breach by the Company of anysafbligations under this Agreement, Quantungddition to bein
entitled to exercise all rights granted by law ander this Agreement, including recovery of damagalsbe entitled to specific
performance of its rights under this Agreement.
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The Company agrees that monetary damages woulgrogitle adequate compensation for any losses ieduny reason of a breach by it
of any of the provisions of this Agreement andHartagrees that, in the event of any action fociipgerformance in respect of such
breach, it shall waive the defense that a remetgmatvould be adequate.

(b) Discontinued DispositionQuantum agrees by its acquisition of such Reajisgr Securities that, upon receipt of a notice fthe
Company of the occurrence of any event of the kiescribed in clauses (ii) through (v) of Sectiod)3Quantum will forthwith
discontinue disposition of such Registrable Seimsriinder the Registration Statement until Quargweceipt of the copies of the
supplemental Prospectus or amended Registratioen$at or until it is advised in writing by the Cpamy that the use of the applicable
Prospectus may be resumed, and, in either caseeteised copies of any additional or suppleméiiitags that are incorporated or
deemed to be incorporated by reference in suchpBotigs or Registration Statement. The Company mayige appropriate stop orders
to enforce the provisions of this Section 7(b).

(c) Amendments and Waiver&o provision of this Agreement may be waived meaded except in a written instrument signed by
the Company and Quantum. No waiver of any defaitlt vespect to any provision, condition or requiggrnof this Agreement shall be
deemed to be a continuing waiver in the future wa@ver of any subsequent default or a waiver gf@ther provision, condition or
requirement hereof, nor shall any delay or omissioany Party to exercise any right hereunder jwraanner impair the exercise of any
such right.

(d) Notices. Any and all notices or other communications divéeies required or permitted to be provided hegr shall be in
writing and shall be deemed given and effectivéhanearliest of (i) the date of transmission, iflsmotice or communication is delivered
via facsimile or electronic mail as specified imstBection 7(d) prior to 5:00 p.m. (Eastern Staddame) on a Business Day, (ii) the
Business Day after the date of transmission, ihsuatice or communication is delivered via facsarat electronic mail as specified in
this Agreement later than 5:00 p.m. (Eastern Stah@iane) on any date and earlier than 11:59 p.ras{&n Standard Time) on such d
(iiif) the Business Day following the date of maglinf sent by nationally recognized overnight ceuservice or (iv) upon actual receipt
the Party to whom such notice is required to bemivhe address for such notices and communicatiaisbe as follows:

If to the Company Pacific Drilling S.A.
Attention: Kinga Doris
Vice President and General Coun
3050 Post Oak Blvd., Suite 15
Houston, Texas 770%
Phone: (713) 3:-6662
Fax:

If to Quantum or any of its Affiliates c/o Quantum Pacific (Gibraltar) Limite
Attention:
57/63 Line Wall Roa¢
Gibraltar
Phone: +350 200 790(
Fax: +350 200 773¢

(e) Successors and Assigns

(i) This Agreement shall be binding upon and inaréhe benefit of the Parties hereto and theirshexecutors, administrato
successors, legal representatives and permittégghas&xcept as provided below in Section 7(eiiyl any transfers to Affiliates of
Quantum, this Agreement, and any rights or oblayegihereunder, may not be assigned without the written consent of the
Company and Quantum.
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(i) In the event Quantum transfers Registrableugiies included on a Registration Statement innemtion with the
foreclosure of a pledge of such Registrable Seearénd, following the transfer, such Registratdeuities would not be eligible
for sale pursuant to Rule 144 (or any successanigiom) under the Securities Act without restriatipursuant to such rule on the
volume of securities that may be sold in any sitiglasaction, then (A) at the request of the nelddroof such Registrable
Securities (the Pledge Holder’), the Company shall amend or supplement suchd®agion Statement as may be necessary in
order to enable such transferee to offer and sel Registrable Securities pursuant to such Ragjistr Statement; provided that in
no event shall the Company be required to file st-ptfective amendment to the Registration Statemeletss (X) such Registratis
Statement includes only Registrable Securities hglthe holder, Affiliates of the holder or trangfes of the holder or (Y) the
Company has received a written consent therefon fgery Person for whom Common Shares have be&teesyl on (but not yet
sold under) such Registration Statement, other tiwamolder, Affiliates of the holder or transfesed the holder and (B) all of the
rights and obligations of the Company and the Réddglder with respect to such Registrable Secsrigimnted under Sections 2(a)
(iii), Section 3, Section 4, Section 5, Sectiom@ &ection 7 shall continue to be applicable wéttpect to such Registrable
Securities until the earlier of (X) the time reaqudrfor the Pledge Holder to sell all of the Regiske Securities held by the Pledge
Holder or (Y) the end of the Effectiveness Peribthe Registration Statement relating to such Resdite Securities.

() Third Party BeneficiariesThere are no third party beneficiaries havindptsgunder or with respect to this Agreement.

(g) Execution and Counterparthis Agreement may be executed in any numbeoofterparts, each of which when so executed
shall be deemed to be an original and all of whéden together shall constitute one and the sameehgent. In the event that any
signature is delivered by facsimile or electroniilfransmission, such signature shall create i Wé@hding obligation of the Party
executing (or on whose behalf such signature iserel) the same with the same force and effedtaagh signature delivered by
facsimile or electronic mail transmission were thigjinal thereof.

(h) Governing Law This Agreement shall be governed by and constinadcordance with the laws of the State of Tex#ésout
regard to the principles of conflicts of law.

(i) Cumulative RemediesThe remedies provided herein are cumulative aneéxclusive of any remedies provided by law.

(j) Severability. If any term, provision, covenant or restrictidrtlus Agreement is held by a court of competenisfiction to be
invalid, illegal, void or unenforceable, the renden of the terms, provisions, covenants and reigris set forth herein shall remain in
force and effect and shall in no way be affectethdired or invalidated, and the Parties shall he& teasonable efforts to find and
employ an alternative means to achieve the sarsalstantially the same result as that contemplageslich term, provision, covenant or
restriction. It is hereby stipulated and decla@8é the intention of the Parties that they wowldehexecuted the remaining terms,
provisions, covenants and restrictions withoutudalg any of such that may be hereafter declarediih illegal, void or unenforceable.

(k) Entire Agreement This Agreement, together with the other TransacBbocuments, constitute the entire agreement arnaeng
Parties with respect to the subject matter heredfsapersede all prior contracts or agreementsrefipect to the subject matter hereof
and the matters addressed or governed herebytloe iother Transaction Documents, whether oral dtesmr:

(I) Headings; Section ReferenceBhe headings in this Agreement are for converiadaeference only and shall not limit or
otherwise affect the meaning hereof. Unless otrexstated, references to Sections, Schedules dnbitSxare to the Sections, Schedules
and Exhibits of this Agreement.

[THIS SPACE LEFT BLANK INTENTIONALLY]
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IN WITNESS WHEREOF, the Parties have executedAlgieement as of the date first written above.

SIGNATURE P AGE TO

PACIFIC DRILLING S.A.

By: /s/ Christian J. Becke

Name: Christian J. Becke'
Title: Chief Executive Office

QUANTUM PACIFIC (GIBRALTAR) LIMITED

By: /s/ John Frank Megginsc

Name: John Frank Megginsc
Title: Director

R EGISTRATIONR IGHTS A GREEMENT



BOND AGREEMENT
between

Pacific Drilling S.A.
(as Issuer)

and

Norsk Tillitsmann ASA
(as Bond Trustee)

on behalf of
the Bondholders
in the bond issue

8.25% Pacific Drilling S.A. Senior Unsecured Bonddsue 2012/2015

Exhibit 2(b)(1)

ISIN NO 001063707.
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This bond agreement has been entered into on 28&gt2012 by and between:

@ Pacific Drilling S.A., a public limited liabily company(a sociéte anonymé)corporated under the laws of Luxembourg
registered with the Luxembourg register of commercg companiesRCS) under registration number B159.658, having
registered address at 37 r'’ Anvers, 1-1130 Luxembourg as issuer (1“ Issuer™), and

(2)  Norsk Tillitsmann ASA, a company incorporated unther laws of Norway with company registration num®e3 342 624
as bond trustee (tt* Bond Trustee”).

Interpretation
Definitions

In this Bond Agreement the following terms shaN&ahe following meanings (certain terms relevantGlauses 13 and 18.2 and
other Clauses may be defined in the relevant CJause

“ Additional Offshore Unit ” means any ultraleep water offshore drilling rigs and drillshipgated or contracted by a membel
the Group after the Issue Date, other than thddhbigs.

“ Account Manager” means a Bondholder’s account manager in the 8&3IRegister.
“ Attachment ” means any attachments to this Bond Agreement.

“ Bond Agreement” means this bond agreement, including any Attaafitsjeand any subsequent amendments and additiossdag
between the Parties.

“ Bond Issue” means the bond issue constituted by the Bonds.
“ Bondholder” means a holder of Bond(s), as registered in #haufties Register, from time to time.
“ Bondholders’ Meeting” means a meeting of Bondholders, as set forthlause 16.

“ Bonds” means the securities issued by the Issuer putsadhis Bond Agreement, representing the Bondéaidunderlying
claim on the Issuer.

“ Business Day means any day on which Norwegian commercial barksopen for general business, and when Norwdmiaks
can settle foreign currency transactions.

“ Business Day Conventiori means that no adjustment will be made, notwithdiag the period end date occurs on a day that is
not a Business Day, and if such date is not a BRgsiDay, payments of interest will be made onitsefbllowing day that is a
Business Day No Adjustments of Business Day

“ Change of Control Event” means the occurrence of an event or a serioesefts whereby any person or group (involving a
person and all persons and entities under its abtitrough ownership of a majority of shares or evahip units, or with the right to
appoint a majority of the directors to constitdte board of directors) (other than Quantum Paf@ibraltar) Limited, a company
organized and existing under the laws of Gibradtitih organisation number.105501 (or any of itsleffed companies)) becomes
owner, directly or indirectly, of more than 50%tbé outstanding voting shares of the Issuer.

“ Drillship " means each of the six ultra-deepwater drillshifesPacific Bora (IMO 9465447)thePacific Mistral (IMO 9496159,
the Pacific Scirocco (IMO 9499905)thePacific Santa Ana (IMO 94999173)hePacific Khamsin (hull no. 2014nd thePacific
Sharav (hull no. 2015)

“ ECA " means any government or public financial instd@nt export credit agency or other type of non-caroial lending
institution.

“ Equity Ratio ” means Equity to Total Assets.
“ Equity ” means the aggregate amount which would in acemelavith GAAP be shown in the Issuer’s financiatsments as the
shareholders’ equity of the Group (on a consolidl&i@sis)
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“ Encumbrance” means any encumbrance, mortgage, pledge, liewrgeh(whether fixed or floating), assignment by wéy
security, finance lease, sale and repurchase @asal leaseback arrangement, sale of receivablagegourse basis or security
interest or any other agreement or arrangemenhyakie effect of conferring security.

“ Event of Default” means the occurrence of an event or circumstapeeified in Clause 15.1.

“ Exchange” means securities exchange or other reputable etaslece for securities, on which the Bonds aredisbr where the
Issuer has applied for listing of the Bonds argtdck Exchange’ means a securities exchange or other reputabtkatmace for
securities, on which the Issuer’s shares are listedhere the Issuer has applied for listing efsihares.

“ Finance Documents' means (i) this Bond Agreement, (ii) the agreentmattveen the Bond Trustee and the Issuer refeorad t
Clause 14.2, and (iii) any other document whickxscuted at any time by the Issuer or any othey prarelation to any amount
payable under this Bond Agreement.

“ Financial Indebtedness’ means any indebtedness incurred in respect of:
(@  moneys borrowed, including acceptance cre
(b) any bond, note, debenture, loan stock or othedairnmstrument

(c) the amount of any liability in respect of ampase, hire purchase contract which would, in acoord with GAAP, be treated
as a finance or capital lea:

(d) receivables sold or discounted (other than anyivabkes sold on a n«-recourse basis
(e) any sale and lea-back transaction, or similar transaction whichréated as indebtedness under GA

® the acquisition cost of any asset to the expayable after its acquisition or possession byptirgy liable where the deferred
payment is arranged primarily as a method of rgi§imance or financing the acquisition of that &s

(9) any derivative transaction entered into in @iion with protection against or benefit from tuation in any rate or price,
including without limitation currency or interestte swaps, caps or collar transactions (and, waknlating the value of the
transaction, only the me-to-market value shall be taken into accou

(h)  any amounts raised under any other transactianisig the commercial effect of a borrowing osiag of money, whether
recorded in the balance sheet or not (includingfanyard sale of purchase agreeme

0] any counter-indemnity obligation in respectaofuarantee, indemnity, bond, standby or documgieter of credit or any
other instrument issued by a bank or financialtutons; anc

()] (without double counting) any guarantee, indemaitgimilar assurance against financial loss of engon in respect of ar
of the items referred to in( a) through (i) abc

“ Financial Statements’ means the audited, consolidated annual accoumttdimancial statements of the Issuer for any faian
year, drawn up according to GAAP, such accounisdinde a profit and loss account, balance shegtash flow statement.

“ GAAP " means the generally accepted accounting praatideprinciples in the United States (US GAAP). dse of any changes
being introduced to GAAP after the date of the Béigdeement, the Issuer and the Bond Trustee shiatly conduct a review of
the impact of such changes for the Issuer (inclydivithout limitations, whether such changes wdwge any impact on the
financial covenants herein), and, if relevant, pheties shall enter into such amendments to thelBagreement as may be required
to arrive at the same financial covenants as guxh changes to GAAP had been introduced.

“ Group " means the Issuer and the Subsidiaries from te,temd &Group Company” means the Issuer or any of the Subsidie
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“ Interest Payment Date” means 23 February and 23 August each year ankli#terity Date. Any adjustment will be made
according to the Business Day Convention.

“1SIN " means International Securities Identification Nagring system—the identification number of the Band
“ Issue Date” means 23 February 2012.

“ Issuer's Bonds” means Bonds owned by the Issuer, any party orggantho has decisive influence over the Issuerngmparty ol
parties over whom the Issuer has decisive influence

“ Liquidity ” means the aggregate book value of the Group&yfravailable and Unrestricted Cash and Cash Ebprita(on a
consolidated basis) or undrawn committed revoldreglit lines available to the Group (but excludaagnmitted revolving credit
lines with less than six months to maturity).

“ Managers” mean the managers for the Bond Issue.

“ Material Adverse Effect” means a material adverse effect on: (a) the legsinfinancial condition or operations of the Issue
and/or the Group taken as a whole, (b) the Issadilgty to perform and comply with its obligationsder this Bond Agreement; or
(c) the validity or enforceability of this Bond Aegment.

“ Maturity Date " means 23 February 2015 or an earlier maturity éatprovided for in this Bond Agreement. Any ferth
adjustment may be made according to the BusineggJoavention.

“ NOK " means Norwegian kroner, being the lawful currentorway.
“ Qutstanding Bonds” means the aggregate value of the total numb@&oaofds not redeemed or otherwise discharged.
“ Party " means a party to this Bond Agreement (includisgsuccessors and permitted transferees).

“ Paying Agent” means any legal entity as appointed by the Isalr acts as paying agent on behalf of the Issitbrraspect to
the Bonds.

“ Payment Date” means a date for payment of principal or interest

“ Project Facilities Agreement” means the USD 1,800 million project facilitiesragment entered into in September 2010, as
amended and restateded on 31 March 2011 and aberaybsequently amended from time to time, inioglab the four Drillships
the Pacific Bora, thePacific Mistral, thePacific Sciroccaand thePacific Santa Ana

“ Quarter Date " means each 31 March, 30 June and 30 September.

“ Quarterly Financial Reports " means the unaudited consolidated management atcotithe Issuer as of each Quarter Date,
such accounts to include a profit and loss accdaignce sheet, cash flow statement and managemementary.

“ Senior Debt Facilities” means (i) the Projects Facilities Agreement, tti@ Temporary Importation Facilities, (iii) anytfue
customary senior secured debt facilities providgtdinks and/or financial institutions including E€and (iv) any future ¢
priority senior secured bond financing, in eactecabtained by a Group Company to finance anyrdf) eelation to any of, the
Drillships or any Additional Offshore Unit and imcling any refinancing, amendments or replacemdrasyof the above from
time to time.

“ Securities Register Act’ means the Norwegian Act relating to Registratdii-inancial Instruments of 5 July 2002 No. 64.
“ Securities Register’ means the securities register in which the Basii¢ is registered.

“ Subsidiary " means an entity over which another entity or persas a determining influence due to (i) direct endirect
ownership of shares or other ownership interesidca (i) agreement, understanding or other areament. An entity shall always
be considered to be the subsidiary of



1.2

another entity or person if such entity or persas $uch number of shares or ownership interesds smrepresent the majority of
the votes in the entity, or has the right to voteii vote out a majority of the directors in theitgn

“ Taxes” means all present and future taxes, levies, ingpakities, charges, fees, deductions and withhgdgiand any restrictions
and or conditions resulting in a charge togethéh witerest thereon and penalties in respect tfiergb“ Tax ” and “ Taxation ”
shall be construed accordingly.

“ Temporary Importation Facilities ” means any obligations, including any bonds, tstte credit, guarantees or other
commitments required to operate the Drillships maedessary for the importation of the Drillshipitiie country of operations.

“ Total Assets” means the aggregate amount which would in acemelavith GAAP be shown in the Issuer’s financiatsments
as the total assets of the Group (on a consolidzseis).

“ Unrestricted Cash and Cash Equivalent$ means, on any date, the aggregate of the equivedéJSD on such date of the then
current market value of:

(@ cashin hand or amounts standing to the credibgfcarrent and/or on deposit accounts with an aetdp bank

(b) time deposits, savings or money market accduelt$ with acceptable banks and certificates obdipssued, and bills of
exchange accepted, by an acceptable bank

(c) money market mutual funds rated AA

in each case, to which the Issuer is beneficialljtled at that time and to which the Issuer hag fand unrestricted access and
which is not subject to any Encumbrances. Aatteptable bark” for this purpose is (i) a commercial bank, sgdrhank and trust
company which has a rating of A- or higher by Stadd& Poor’s, Moody’s or a comparable rating fromadionally recognised
credit ranking agency for its long-term debt obfigas; or (ii) a bank or financial institution whids authorised to carry on banking
business in Norway.

“ US Securities Act’ means the U.S. Securities Act of 1933, as amended
“ USD"” means US Dollars, being the legal currency ofiimited States of America.
“ Voting Bonds” means the Outstanding Bonds less the Issuer'sion

Construction

In this Bond Agreement, unless the context othexrwesgjuires:

(@) headings are for ease of reference o

(b)  words denoting the singular number shall includgeglural and vice versi
(c) references to Clauses are references to the Clatifgs Bond Agreemen
(d) references to a time is a reference to Oslo tinkessrotherwise stated here

(e) references to a provision of law is a refereodiat provision as it may be amended or re-ethetnd to any regulations
made by the appropriate authority pursuant to $aehincluding any determinations, rulings, judgrseand other binding
decisions relating to such provision or regulati

® references to tontrol ” means the power to appoint a majority of the daafrdirectors of the Issuer or to direct the
management and policies of an entity, whether tjindhe ownership of voting capital, by contracbtirerwise; anc

(h) references to agerson” shall include any individual, firm, partnershipjnt venture, company, corporation, trust, fund,
body corporate, unincorporated body of personangrstate or any agency of a state or associatibatber or not having
separate legal personalit



2.1
211

212

2.2
221

2.3
23.1

3.1
3.2

4.2

4.3

4.4

The Bonds
Binding nature of the Bond Agreem

The Bondholders are, through their subsompturchase or other transfer of Bonds bound bydtms of the Bond Agreement and
other Finance Documents, as authority to the Bandt€e to finalize and execute the Bond Agreemerihe Bondholders behalf is
set out in the subscription documents, term siseé¢s documents or in any other way, and whilBatid transfers are subject to
terms of this Bond Agreement and all Bond transfer&re, in taking transfer of Bonds, deemed to agepted the terms of the
Bond Agreement and the other Finance Documentsvdhdutomatically become bound by the Bond Agreameon completed
transfer having been registered, without any furdtetion required to be taken or formalities tocbenplied with, see also Clause
18.1.

The Bond Agreement is available to anyoneraagl be obtained from the Bond Trustee or the Isdtee Issuer shall ensure that
the Bond Agreement is available to general public throughout the entire term of thedn

The Bond:

The Issuer has resolved to issue a series of Biarttle maximum amount of USD 300,000,0CU.S. Dollar threehundredmillio).
The Bonds will be in denominations of USD 100,0@8reand rank pari passu between themselves.

The Bond Issue will be described 825 % Pacific Drilling S.A. Senior Unsecured Bolstue 2012/2015”

The International Securities Identification NumKi&iN) of the Bond Issue will be NO 001 063707.7.

The tenor of the Bonds is from and including treutsDate to the Maturity Date.

Purpose and utilizatio
The net proceeds of the Bonds shall be employeddiopany growth, working capital and general coaporequirement:

Listing
The Issuer is under no obligations to list the Boad an Exchange, but shall have the right taHistBonds if it so desire
If the Bonds are listed, the Issuer shall ensuséttie Bonds remain listed until they have beeatdigged in full

Registration in a Securities Registe

The Bond Issue and the Bonds shall prior to diglraent be registered in the Securities Registemrdoupto the Securities Regis!
Act and the conditions of the Securities Regis

The Issuer shall promptly arrange for notificatiorthe Securities Register of any changes in ttreg@nd conditions of this Bor
Agreement. The Bond Trustee shall receive a coghiehotification

The Issuer is responsible for the implementatiocorrect registration in the Securities Regisiée registration may be executed
by an agent for the Issuer provided that the aigemialified according to relevant regulatio

The Bonds have not been registered under th8dd8rities Act, and the Issuer is under no olibgetb arrange for registration of
the Bonds under the US Securities £



5.1
511

5.2
521
5.2.2

5.2.3

524

Purchase and transfer of Bonds
Initial eligible purchaser:

The Bonds are not offered to and may noubsaibed by investors located in the United Stateept for “Qualified Institutional
Buyers” (QIBs) within the meaning of Rule 144A untlee US Securities Act. In addition to the suljsioh agreement which each
initial purchaser will be required to execute, ebkhinvestor will be required to execute and deleveertification stating, among
otherthings, that the purchaser is a QIB as of the |&ate.

Transfer restriction:

Subiject to the restrictions set forth in this Cabs2, the Bonds are freely transferable and mayldniged

Bondholders may be subject to purchase or transfgrictions with regard to the Bonds, as appliedidm time to time under loc
laws to which a Bondholder may be subject (duete.gs nationality, its residency, its registesattiress, its place(s) for doing
business). Each Bondholder must ensure compliaitbdaeal laws and regulations applicable at itsxawst and expens

Bondholders located in the United Statesiateoermitted to transfer the Bond except (a) sutlijpan effective registration
statement under the US Securities Act, (b) to agethat the Bondholder reasonably believes isBav@thin the meaning of Rule
144A that is purchasing for its own account, ordbeount of another QIB, to whom notice is giveat tthe resale, pledge or other
transfer may be made in reliance on Rule 144Ao(t3ide the United States in accordance with Réigul& under the US
Securities Act, and (d) pursuant to an exemptiomfregistration under the US Securities Act proglidg Rule 144 there under (if
available).

Notwithstanding the above, a Bondholder other #raimnitial purchaser of the Bonds which has puretidbe Bonds il
contradiction to mandatory restrictions applicaiblgy nevertheless utilize and benefit from its vptamd other rights and
entittements under this Bond Agreeme

Conditions Precedent

Disbursement of the net proceeds of the Bondsetdssuer will be subject to the Bond Trustee haveagived the followiny
documents, in form and substance satisfactory & least two Business Days prior to the Issuef

(@) this Bond Agreement duly executed by all partieséto;
(b) certified copies of all necessary corporate regmigtto issue the Bonds and execute the Financerbeats;

() apower of attorney from the Issuer to relevanividtials for their execution of the relevant Finaridocuments, or extrac
from the relevant register or similar documentateidencing the individuals authorized to sign ehdlf of the Issuel

(d) certified copies of (i) the Certificate of Imporation or other similar official document fortlssuer, evidencing that it is
validly existing and (ii) Articles of Associatiorf the Issuer

(e) the latest available Financial Statements and @uwrfEinancial Report

® confirmation that the requirements set forttCinapter 7 of the Norwegian Securities Trading @roplementing the EU
prospectus directive (2003/71 EC) concerning prospes have been fulfille

(g) tothe extent necessary, any public authorisatiegsired for the Bond Issu
(h)  confirmation from the Paying Agent that the Bondsébeen registered in the Securities Regi
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6.2
6.3
6.4

6.5

0] written confirmation in accordance with Clause (if 3equired);
()] the agreement set forth in Clause 14.2, duly exet

(k) documentation on the granting of authoritylte Bond Trustee as set out in Clause 2.1 and copeasy written
documentation made public by the Issuer or the Mdargin connection with the Bond Iss|

)] any statements or legal opinions reasonably redliyethe Bond Trustee; ai

(m) a corporate legal opinion for the Issuer regardaj)—(d) above

The Bond Trustee may, in its reasonable opinionyevine deadline or requirements for documentati®set forth in Clause 6.
The Bond Trustee may require any statement or kggjalon in connection with the Bond Issi

Disbursement of the net proceeds from the Bondahgect to the Bond Trust's written notice to the Issuer, the Manager anc
Paying Agent that the documents have been cordralte that the required conditions precedent dfiflefd.

On the Issue Date, subject to receipt of cordtron from the Bond Trustee pursuant to ClausetBetManager shall make the net
proceeds from the Bond Issue available to the s

Representations and Warranties
The Issuer represents and warrants to the Bondégfen behalf of the Bondholders) tt
(@) Status

The Issuer is a limited liability company, duly arporated and validly existing under the law of jimésdiction in which it is
registered, and has the power to own its assetsanygl on its business as it is being conducted.

(b)  Power and authorit

The Issuer has the power to enter into and perfand,has taken all necessary corporate actionthmase its entry into,
performance and delivery of this Bond Agreementamyl other Finance Documents to which it is a pang the transactions
contemplated by those Finance Documents.

(c) Valid, binding and enforceable obligatio

This Bond Agreement and any other Finance Docum@mdtitute (or will constitute, when executed by thspective parties
thereto) legal, valid and binding obligations oflsyarties, enforceable in accordance with theinse and (save as provided for
therein) no further registration, filing, paymeifitax or fees or other formalities are necessanyesirable to render the said
documents enforceable against the Issuer.

(d)  Nor-conflict with other obligation

The entry into and performance by the Issuer oBibed Agreement and any other Finance Documenthiohit is a party and the
transactions contemplated thereby do not and willconflict with (i) any present law or regulationpresent judicial or official
order; (ii) its articles of association, by-lawsather constitutional documents; or (iii) any do@mhor agreement which is binding
on the Issuer or any of its assets.

(e) No Event of Defau

No Event of Default exists, and no other circumsganexist which constitute or (with the giving aftice, lapse of time,
determination of materiality or the fulfiiment ofiaother applicable condition, or any combinatidthe foregoing) would
constitute a default under any document whichrnslioig on the Issuer or any of its assets, and wimiai have a Material Adverse
Effect.



()] Authorizations and conser

All authorisations, consents, licenses or approwbbny governmental authorities required for tssuer in connection with the
execution, performance, validity or enforceabibfythis Bond Agreement or any other Finance Docutrerd the transactions
contemplated thereby, have been obtained and &deava in full force and effect. All authorisatigpnconsents, licenses or
approvals of any governmental authorities requicedhe Issuer to carry on its business as presentiducted and as contemplated
by this Bond Agreement, have been obtained anthdtdl force and effect.

(o) Litigation

No litigation, arbitration or administrative proageg of or before any court, arbitral body or ageiscpending or, to the best of the
Issuer’s knowledge, threatened which, if adverselermined, might reasonably be expected to hawatarial Adverse Effect.

(h)  Financial Statement

The audited most recently Financial StatementsQumtterly Financial Reports of the Group fairly awturately represent the
assets and liabilities and financial condition athair respective dates, and have been preparactordance with GAAP,
consistently applied from one year to another.

0] No undisclosed liabilitie

As of the date of the Financial Statements, theeiskad no material liabilities, direct or indireattual or contingent, and there w

no material anticipated losses from any unfavoerabimmitments not disclosed by or reserved agairthe Financial Statements

or in the notes thereto.

()] No Material Adverse Effe

Since the date of the Financial Statements, th@seébben no change in the business, assets oriihaondition of the Issuer that is
likely to have a Material Adverse Effect.

(k) No misleading informatio

All documents and information which have been piedito the subscribers or the Bond Trustee in adiorewith this Bond Issue

represent the latest available financial informatoncerning the Group.

)] Environmental complianc

The Issuer and each Group Company is in compliaibeany relevant applicable environmental lawegulation and no
circumstances have occurred which would prevertt sompliance in a manner which has or is likelh#éve a Material Adverse
Effect.

(m) Intellectual property

The Group has undisputed, valid and good titleajaté patents, trade marks, service marks, desigrsiness names, copyrights,
design rights, inventions, confidential informatiamd other intellectual property rights and intes¢whether registered or
unregistered), and (b) the benefit of all applimasi and rights to use such assets.

(n)  No withholdings

The Issuer is not required to make any deductiomitttholding from any payment which it may beconidiged to make to the
Bond Trustee (on behalf of the Bondholders) orBbadholders under this Bond Agreement.
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7.2

7.3
7.4

8.2

9.2

9.3

9.4

9.5

10
10.1

(o)  Pari passu ranking

The Issuer’s payment obligations under this Bonde&gent or any other Finance Document to which dt party rank at least pari
passu with the claims of its other unsubordinateditors, except for obligations mandatorily prederby law applying to
companies generally.

(p) Encumbrance

No Encumbrances exist over any of the present@ae$ainy Group Company in conflict with this Bondr&ement.

The representations and warranties set out in €ldusare made on the execution date of this Bayréément, and shall be deer
to be repeated on the Issue Di

The Bond Trustee may prior to disbursement recuingitten statement from the Issuer confirming cbamze with Clause 7.:

In the event of misrepresentation, the Issuer shadmnify the Bond Trustee for any economic lossdfered, both prior to th
disbursement of the Bonds, and during the terrh@Bonds, as a result of its reliance on the reptasions and warranties
provided by such Issuer here

Status of the Bonds and securit

The Bonds shall be senior debt of the Issuse.Bonds shall rank at legsdri passwwith all other obligations of the Issuer (save
such claims which are preferred by bankruptcy, lirsmy, liquidation or other similar laws of genleapplication) and shall rank
ahead of subordinated de

The Bonds are unsecure

Interest

The Issuer shall pay interest on the face valike Bonds from, and including, the Issue Date faixed rate of 8.25per cent per
annum (the* Fixed Rate™).

Interest payments shall be made in arrearb®@interest Payment Dates each year, the firstdstt€®ayment Date falling in August
2012.

The relevant interest payable amount shall be &kt based on a period from, and including, oterést Payment Date to, k
excluding, the next following applicable Interestyfhent Date

The day count fraction in respect of the calculatié the payable interest amount shal“30/36(", which means that the number
days in the calculation period in respect of wipalyment is being made divided by 360 (the numbelagt to be calculated on the
basis of a year of 360 days with twelve &8s months (unless (i) the last day of the catmrigeriod is the 31st day of a month
the first day of the calculation period is a dalyestthan the 30th or 31st day of a month, in wigigbe the month that includes that
last day shall not be considered to be shortened3t®day month, or (ii) the last day of the cadtioin period is the last day of the
month of February, in which case the month of Fatyrishall not be considered to be lengthened @-day month))

The payable interest amount per Bond for a relegaltulation period shall be calculated as follo

Interest = Face X Fixed X Fixed Rate
Amount Value Rate Day Count Fractiol

Maturity of the Bonds and Change of Control
Maturity
The Bonds shall mature in full on the Maturity Datead shall be repaid at par (100%) by the Issuer.
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10.2.2

10.2.3

10.2.4
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11.1.2

11.2
11.2.1

11.2.2

11.2.3

11.3
11.31

11.4
1141

11.4.2

Bondholder’ Put Option (Change of Contrc

Upon the occurrence of a Change of ContvehE each Bondholder shall have a right of eapayment (the Put Option ") of its
Bonds at a price equal to 101% of the par valub@Bonds plus accrued intere

The Put Option must be exercised by the Boldeér within sixty—60—calendar days after the kshias given notification to the
Bondholders of a Change of Control Event. Suchfigation shall be given as soon as possible aftéhange of Control Event has
taken place

Subject to the foregoing, the Put Option in@xercised by the Bondholders by giving writtetice of the request to its Account
Manager. The Account Manager shall notify the Pgyhgent of the pre-payment request. The settlematat of the Put Option
shall be twent—2C—Business Days following the date when the Payingmigeceived the repayment requ

On the settlement date of the Put Option, the Issliall pay to each of the Bondholders holding Botodbe pr-paid, the principa
amount of each such Bond and any unpaid interestied up to the relevant settlement d

Payments
Payment mechanic

The Issuer shall pay all amounts due t@Btivedholders under the Bonds and this Bond Agreesn@ntrediting the bank account
nominated by each Bondholder in connection witlsé@surities account in the Securities Regit

Payment shall be considered to have beer nrazk the amount has been credited to the bardhvheids the bank account
nominated by the Bondholder in question, but ifplaging bank and the receiving bank are the samanent shall be considered
have been made once the amount has been creditesl bank account nominated by the Bondholder &stion, see however
Clause 11.2

Currency

If the Bonds are denominated in other currencias tHOK, each Bondholder has to provide the PayiggnA (either directly ¢
through its Account Manager) with specific paymiastructions, including foreign exchange bank actaletails. Depending on
the currency exchange settlement agreements betive@ondholdersbank and the Paying Agent, cash settlement maylaged
in which case no default interest or other penstiigll accrue for the amount of the Issi

Except as otherwise expressly provided, all amopaysble under this Bond Agreement and any othearfeie Document shall |
payable in the same currency as the Bonds are deatsd in. If, however, the Bondholder has not giirestruction as set out in
Clause 11.2.1, within 5 Business Days prior to gnfant Date, the cash settlement will be exchangedNOK and credited to the
NOK bank account registered with the Bondholderoant in the Securities Regist

Amounts payable in respect of costs, expensess tax@ other liabilities shall be payable in theaency in which they are incurre

Se-off and counterclaim

The Issuer may not apply or perform any tengtaims or set-off against any payment obligatiparsuant to this Bond Agreement
or any other Finance Docume

Interest in the event of late paym:

In the event that payment of interest angipal is not made on the relevant Payment Dateytipaid amount shall bear interest
from the Payment Date at an interest rate equivédetine interest rate according to Clause 9 pl08 percentage point

The interest charged under this Clause diia#t be added to the defaulted amount on eaclectigp Interest Payment Date relating
thereto until the defaulted amount has been repdidll.
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11.4.3

115
1151

12
12.1

13
13.1
13.1.1

13.1.2

13.2
13.2.1

The unpaid amounts shall bear interestatisdsibove until payment is made, whether or roBibnds are declared to be in default
pursuant to Clause 15.1 (a), cf. Clauses—15.4.
Irregular paymentt

In case of irregular payments, the Bond fBeumay instruct the Issuer or Bondholders of oplagiment mechanisms than described
in Clause 11.1 or 11.2 above. The Bond Trustee alsyobtain payment information regarding Bondhdtaccounts from the
Securities Register or Account Managt

Issuer's acquisition of Bonds

The Issuer has the right to acquire and own Bo" Issuer's Bonds”). The Issue’s Bonds may at the Issi's discretion be retain
by the Issuer, sold or discharge

Covenants
General

The Issuer has undertaken the covenarttssiCtause 13 to the Bond Trustee (on behalf oBtedholders), as further stated
below.

The covenants in this Clause 13 shall refingiorce from the date of this Bond Agreement antll such time that no amounts are
outstanding under this Bond Agreement and any dtlmemce Document, unless the Bond Trustee (oBtmelholders Meeting, as
the case may be), has agreed in writing to waiyecamenant, and then only to the extent of suclveraiand on the terms and
conditions set forth in such waive

Information Covenant

The Issuer shal

(@) without being requested to do so, immediately imféine Bond Trustee of any Event of Default as welbf any
circumstances which the Issuer understands or dhouerstand may lead to an Event of Def:

(b)  without being requested to do so, inform the Bonastee of any other event which may have a Matédalerse Effect

(c) without being requested to do so, inform the®@drustee if the Issuer intends to sell or dispafsal or a substantial part of
its assets or operations, or change the natuts bfisiness

(d) without being requested to do so, produce HidiStatements annually and Quarterly Financigdd®es as of each Quarter
Date and make them available on its website irEthglish language (or alternatively by publishingrththrough the
distribution system at the relevant Exchange) as ss they become available, and not later thardag8 after the end of
the financial year and 90 days after the relevarr€@r Date

(e) atthe request of the Bond Trustee, report thenoalaf the Issu’s Bonds:

® without being requested to do so, send the Bbngtee copies of any creditors’ notificationdlwé Issuer, including but not
limited to mergers, -mergers and reduction of the Is<’'s share capital or equit

(g) without being requested to do so, send a copyadtind Trustee of its notices to the Exchangestiétl) which are o
relevance for the IssU’s liabilities pursuant to this Bond Agreeme

(h)  without being requested to do so, inform the Bonakstee of changes in the registration of the Bandke Securitie:
Register; ant

0] within a reasonable time, provide such inforimatabout the Issuer’s financial condition as tlem® Trustee may reasonably
request

13



13.2.2

13.2.3

13.3

The Issuer shall at the request of the Blandtee provide the documents and information reszggo maintain the listing and
quotation of the Bonds on the Exchange (if listedadl to otherwise enable the Bond Trustee to carryt®rights and duties pursu
to this Bond Agreement and the other Finance Docisnas well as applicable laws and regulati

The Issuer shall in connection with the issue ®Finhancial Statements and Quarterly Financial Repmder Clause 13.2.1 ((
confirm to the Bond Trustee in writing the Issuaranpliance with the covenants in Clause 13. Swacffitnation shall be
undertaken in a compliance certificate, substdwptialthe format set out in Attachment 1 heretgnsid by the Chief Executive
Officer or Chief Financial Officer of the Issuen. the event of non-compliance, the compliance figate shall describe the non-
compliance, the reasons therefore as well as éps sthich the Issuer has taken and will take iriotd rectify the nc-compliance
General Covenant

(@  Pari passu ranking

The Issuer’s obligations under this Agreement andather Finance Document shall at all times rarkast pari passu with the

claims of all its other unsubordinated creditongestor those whose claims are preferred solelyrtyylmnkruptcy, insolvency,

liquidation or other similar laws of general apption.

(b)  Mergers

The Issuer shall not, and shall ensure that noiialog shall, carry out any merger or other corgattion or corporate reconstruct

involving consolidating the assets and obligatiohthe Issuer or such Subsidiary with any other ganies or entities not being a

member of the Group if such transaction would heéaterial Adverse Effect.

(c) De-mergers

The Issuer shall not, and shall ensure that noifialog shall, carry out any de-merger or other cogpe reorganization involving

splitting the Issuer or such Subsidiary into twoymre separate companies or entities not beingmabmeof the Group, if such

transaction would have a Material Adverse Effect.

(d)  Continuation of busines

0] The Issuer shall not, and shall ensure that noi8ialpg shall, cease to carry on its busine

(i)  The Issuer shall ensure that no material cleasgnade to the general nature or scope of thadmssof the Group from that
carried on at the date of this Bond Agreementsazantemplated by this Bond Agreeme

(e) Disposal of busines

The Issuer shall not, and it shall ensure thatutos®8liary shall, sell or otherwise dispose of alasubstantial part of its or that
Subsidiary’s assets or operations to any persobeiayy a member of the Group, unless

0] the transaction is carried out at fair market vabreterms and conditions customary for such tretiesas; anc
(i) such transaction would not have a Material Advé&fect.
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()] Negative pledg

The Issuer shall not, and it shall ensure thatutos®liary shall, create, permit to subsist, allovexist any Encumbrance over any
its or such Subsidiary’s present or future respedissets, (including, but not limited to, the skadn the Subsidiaries) or revenues,
other than Encumbrances granted to secure anye dbliowing:

0] the Senior Debt Facilitie!
(i) any derivative transaction related to the GI's hedging policy

(iii)  obligations incurred by any Subsidiary in tbedinary course of business for working capitajgmses and as part of the daily
operations of such Subsidial

(iv)  any recourse liability incurred by any Subsidgi in the ordinary course of business to any fonrinstitution in respect of
bid or performance bonds, guarantees or lettecsenfit issued by such financial institution as siégdor the performance of
the Drillships or any Additional Offshore Units far any tenders for employment of such ur

v) any lien arising by operation of mandatory law; .

(vi)  obligations incurred by the Group (not coveredipyhfough (v) above) that in total do not exceesiDJ50 million for the
Group in aggregatt

(9) Financial Indebtedness Restricti

The Issuer shall ensure that no Subsidiary inaregtes or permits to subsist any Financial Inabtges, other than:

0] the Senior Debt Facilities (for the avoidance dfilttp including granting guarantees for Senior Oeddtilities) ;

(i) any intre-group loans granted by any Group Comps

(i)  obligations incurred under any derivative transattirelated to the Gro’s hedging policy

(iv)  obligations incurred by any Subsidiary in thelinary course of business for working capitalgoses and as part of the daily
operations of such Subsidial

v) any recourse liability incurred by any Subsigia the ordinary course of business to any fir@rastitution in respect of
bid or performance bonds, guarantees or lettecsenfit issued by such financial institution as siégdor the performance of
the Drillships or any Additional Offshore Units far any tenders for employment of such ur

(vi)  any Financial Support permitted pursuant to Cla&8 (h) (Financial Support Restrictior) below; anc

(vii)  obligations incurred by the Group (and not alreedyered by (i) through (vi) above) that in total it exceed USI
50 million for the Group taken as a whc

For the avoidance doubt, the above shall not ctdtré Issuer from incurring any future financiadi€ébtedness ranking pari passu
with the Bonds.

(h)  Financial Support Restrictior

The Issuer shall not, and shall ensure that noi&ialog shall, grant any loans, give any guaranteegtherwise voluntarily assume
any financial liability (whether actual or contimg® (“ Financial Support ”) to or for the benefit of any third party (othidsan a
Group Company), other than any Financial Suppodangranted or given (i) in the ordinary coursé®business, (ii) in relation to
what is permitted under Clause 13.3 (§)irfancial Indebtedness Restrictipmbove, provided, howevethat no cross-guarantees
may be given by a Subsidiary being an obligor urderProject
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13.4

13.5

Facilities Agreement in relation to any financirfgtee Drillships thePacific Khamsirand thePacific Sharawr an Additional
Offshore Unit or (iii) in relation to what is perttéd under Clause 13.3 (fNegative pledggabove, provided, howevethat no
cross-encumbrances may be given by a Subsidiang lai obligor under the Project Facilities Agreememelation to any
financing of the Pacific Khamsin, the Pacific Shaoa an Additional Offshore Unit.

Corporate and operational matte

€)) Intra-group transaction:

All transactions between any companies in the Gehgll be on commercial terms, and shall complailt applicable provisions
of applicable corporate law applicable to suchdeations.

(b)  Arm’s length transactiol

The Issuer shall not engage in, or permit any merabthe Group to engage in, directly or indirectiyly transaction with any
related party (without limitation, the purchasdesa exchange of assets or the rendering of arwceg, except (i) in the ordinary
course of business and pursuant to the reasoredu@ement of the Issuer’s or such member of thmu@s business and upon fair
and reasonable terms that are no less favouralie tesuer or such member of the Group, as themay be, than those which
might be obtained in an arm’s length transactiothatime or (ii) if required or permitted underyaof the Senior Debt Facilities.
(c)  Corporate statu:

The Issuer shall not change its type of organimadiojurisdiction of organization.

(d) Compliance with law

The Issuer shall (and shall ensure that all Groom@anies shall) carry on its business in accordaitteacknowledged, careful
and sound practices in all material aspects angboim all material respects with all laws and riegiens it or they may be subject
to from time to time (including any environmentais and regulations).

(e) Litigations

The Issuer shall, promptly upon becoming awardeifit, send the Bond Trustee such relevant detadsyf

0] material litigations, arbitrations or adminstive proceedings which have been or might beestdyy or against any Group
Company; ant

(i)  other events which have occurred or might a@md which may have a Material Adverse Effecth@sBond Trustee may
reasonably reques

® Continued listing of share

The Issuer shall ensure that the Issuer’s shaneaindisted on the New York Stock Exchange or aao8tock Exchange.

Preservation of equity and Financial Covena
(@) Dividend restrictions

The Issuer shall not, during the term of the Basglig, declare or make any dividend payment orildligiton, whether in cash or in
kind, repurchase of shares or make other simiganstictions (included, but not limited to total ratawaps related to shares in the
Issuer), or other distributions or transactionslifimy a transfer of value to its shareholders eragge50% of Issuer’s consolidated
net
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14
141

14.2

14.3

profit after taxes based on the Financial Statesfamtthe previous financial year, provided, howebat such restriction shall not
apply for dividend payments made between the Se¢ih¢ Date and 31 December 2012, provided, thauih dividends shall not
exceed USD 100 million in aggregate and (ii) thewrshall have, immediately following such divideadninimum Liquidity of
USD 50 million, such Liquidity to be freely availatio the Issuer, after any such dividend is pfadthe avoidance of doubt,
thereafter the minimum Liquidity requirement shratiurn to USD 25 million as set out in clause 1(8)%elow). Any un-utilized
portion of the permitted dividend pursuant to thexee may not be carried forward to any subsequeanéial year.

(b)  Minimum Equity Ratic

The Issuer shall ensure that the Group maintairisqaiity Ratio of minimum 35%. This minimum equistio requirement shall
apply at all times, but will be tested on each @aradbate, and reported to the Bond Trustee in caimewith the Issuer’s quarterly
reporting, and on 31 December and reported to trelB rustee in connection with the Issuer’'s annepbrting.

(¢)  Minimum Liquidity

The Issuer shall ensure that the Group maintamganum Liquidity position of USD 25 million, sudhiquidity to be freely and
available to the Issuer. This minimum liquidity veg@ment shall apply at all times, but will be ggsbn each Quarter Date, and
reported to the Bond Trustee in connection withifiseer’s quarterly reporting, and on 31 Decemberraported to the Bond
Trustee in connection with the Issuer’s annual ripg.

(d) Leverage Restrictio

The Issuer shall ensure that the total amountgandsig under the Senior Debt Facilities (excludiiggnporary Importation
Facilities) and any other secured or unsecuredn€inbindebtedness incurred by any Group Compargvenage per Drillship and,
if any, per Additional Offshore Unit on a cumulaibasis (the Average Leverag€’) shall never constitute more than USD

475 million (the “Average Leverage Cag). This limitation shall apply at all times, butilihbe tested on each Quarter Date, and
reported to the Bond Trustee in connection withliseier’'s quarterly reporting, and on 31 Decembelrraported to the Bond
Trustee in connection with the Issuer’s annual riégpg. For the avoidance of doubt, the Average ltage shall not include
committed or arranged debts not drawn upon.

Fees and expense

The Issuer shall cover all its own expenses in eotion with this Bond Agreement and fulfilment tf obligations under this Bor
Agreement, including preparation of this Bond Agneat, preparation of the Finance Documents andegigtration or
notifications relating thereto, listing of the Bandn the Exchange (if applicable), and the redistiaand administration of the
Bonds in the Securities Regist

The expenses and fees payable to the Bond Trustdeepalf of itself) shall be paid by the Issued are set forth in a separ:
agreement between the Issuer and the Bond Trustes.and expenses payable to the Bond Trustee vehietio the Issuer’s
insolvency or similar, are not reimbursed in artyeotway may be covered by making an equivalentatsaluin the payments to the
Bondholders

The Issuer shall cover all public fees in connectigth the Bonds and the Finance Documents. Anyiptides levied on the trac
of Bonds in the secondary market shall be paichbyBondholders, unless otherwise provided by lavegulation, and the Issuer is
not responsible for reimbursing any such ft
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14.4

14.5

15
15.1

In addition to the fee due to the Bond Trugtersuant to Clause 14.2 and normal expenses pursu€lauses 14.1 and 14.3, the
Issuer shall pay such other expenses incurredétimd Trustee in connection with the Bonds asrdeteed in a separate
agreement between the Issuer and the Bond Trt

The Issuer is responsible for withholding any withting tax imposed by applicable law on any payrméntthe Bondholder:

Events of Default

The Bonds may be declared by the Bond Trustee to default upon occurrence of any of the followingents (which shall k
referred to as a“ Event of Default”) if:

(&  Nor-paymen

The Issuer fails to fulfill any payment obligatidone under this Bond Agreement or any Finance DootinvBen due, unless, in the
opinion of the Bond Trustee, it is obvious thattstalure will be remedied, and payment in fulhigde, within 5—five—Business
Days following the original due date.

(b)  Breach of other obligation

The Issuer or any Subsidiary fails to duly perf@ny other covenant or obligation pursuant to tros@Agreement or any of the
Finance Documents, unless, in the opinion of thedBbrustee, it is obvious that such failure willdeenedied and is remedied
within 10—ten—Business Days after notice theregfiien to the Issuer by the Bond Trustee.

(c) Cross defaul

The Issuer or any Subsidiary, the aggregate anafufihancial Indebtedness or commitment for Finahltidebtedness falling
within paragraphs (i) to (iv) below exceeds a tofdUSD 25 million, or the equivalent thereof ihet currencies;

0] any Financial Indebtedness or guarantee is notylah due nor within any originally applicable grgreriod,

(i) any Financial Indebtedness is declared to be @rate becomes due and payable prior to its spekcifiaturity as a result
an event of default (however describe

(i)  any commitment for any Financial Indebtednéssancelled or suspended by a creditor as atresah event of default
(however described),

(iv)  any creditor becomes entitled to declare any Filshndebtedness due and payable prior to its fipdanaturity as a resu
of an event of default (however describe

(d)  Misrepresentation

Any representation, warranty or statement (inclgditatements in compliance certificates) made utideBond Agreement or in

connection therewith is or proves to have beenriect, inaccurate or misleading in any materigpees when made or deemed to

have been made.

(e) Insolvency

If for the Issuer or any Subsidiary

0] the suspension of payments, a moratorium of anghitetiness, windir-up, dissolution, administration or reorganisatibp
way of voluntary arrangement, scheme of arrangemeotherwise) other than solvent liquidation asrganisation
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15.2

15.3

(i)  acomposition, compromise, assignment or aggesgment with any creditor, having an adverse effedhe Issuer’s ability to
perform its payment obligations hereunc

(i)  the appointment of a liquidator (other than in extf a solvent liquidation), receiver, administra receiver, administratc
compulsory manager or other similar officer of arfijts assets; c

(iv)  enforcement of any security over any of its as

()] Creditors’ process

The Issuer or any Subsidiary has a substantialgptiop of the assets impounded, confiscated, athcin subject to distraint, or is
subject to enforcement of any security over angsodissets.

(g) Dissolution, appointment of liquidator or analoggu®ceeding:

The Issuer or any Subsidiary is resolved to beotlissl or a liquidator, administrator or the likeaispointed or requested to be
appointed in respect of the Issuer or any Subsidiar

(h)  Impossibility or illegality

It is or becomes impossible or unlawful for any @yaCompany to fulfill or perform any of the termistioe Finance Documents to
which it is a party.

0] Litigation

There is current, pending or threatened any cldlitigation, arbitration or administrative proceads against any Group Company

which might, if adversely determined, in the readwa opinion of the Bond Trustee, after consultetiwith the Issuer, is likely to
may have a Material Adverse Effect.

()] Material adverse effer

Any other event or series of events occurs inielab any Group Company which, in the reasonaplaion of the Bond Trustee,
after consultations with the Issuer, is likely vk a Material Adverse Effect.

In the event that one or more of the circuntta mentioned in Clause 15.1 occurs and is canginthe Bond Trustee can, in order
to protect the interests of the Bondholders, dedlae Outstanding Bonds including accrued intexndtexpenses to be in default
and due for immediate payme

The Bond Trustee may at its discretion, on behatfie Bondholders, take every measure necessaectwer the amounts due
under the Outstanding Bonds, and all other amoaunttganding under the Bond Agreement and any &timance Document.

In the event that one or more of the circumstanoestioned in Clause 15.1 occurs and is contindlmyBond Trustee shall decle
the Outstanding Bonds includilaccrued interest and costs to be in default andatugayment if:

(@) the Bond Trustee receives a demand in writiitg vespect to the above from Bondholders représgtt least 1/5 of the
Voting Bonds, and the Bondhold’ Meeting has not decided on other solutions

(b)  the Bondholder Meeting has decided to declare the Outstanding 8ondefault and due for payme

In either case the Bond Trustee shall on behatli®@Bondholders take every measure necessarydoeethe amounts due under
the Outstanding Bonds. The Bond Trustee can regadisfactory security for any possible liabilitycdaanticipated expenses, from
those Bondholders who requested that the declarafidefault be made pursuant to sub clause (ajeahod/or those who voted in
favour of the decision pursuant to sub clause ijoye.
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16
16.1
16.1.1

16.2
16.2.1

16.2.2

16.2.3

16.2.4

16.2.5

16.2.6

16.2.7

16.2.8

16.2.9

In the event that the Bond Trustee pursuatitederms of Clauses 15.2 or 15.3 declares thet@nding Bonds to be in default and
due for payment, the Bond Trustee shall immediadeljver to the Issuer a notice demanding paymeimterest and principal due
to the Bondholders under the Outstanding Bondsidicy accrued interest and interest on overdue ate@nd expense

Bondholders meeting

Authority of the Bondhold€e' meeting

The Bondholder Meeting represents the supreme authority of thedBolders community in all matters relating to thenBs. If a
resolution by or an approval of the Bondholden®tsuired, resolution of such shall be passed airalBolders’ Meeting.
Resolutions passed at Bondhol¢ Meetings shall be binding upon and prevail foitlad Bonds

Procedural rules for Bondholde’ meetings

A Bondholder’ Meeting shall be held at the request

(@ thelssuer

(b)  Bondholders representing at least 1/10 of Votingdy

(c) the Exchange, if the Bonds are listed

(d)  the Bond Trustee

The Bondholder Meeting shall be summoned by the Bond Trustee.giest for a Bondholde’ Meeting shall be made in writir
to the Bond Trustee, and shall clearly state thitergto be discusse

If the Bond Trustee has not summoned a Bondhc¢ Meeting within 1+—ter—Business Days after having received such a ret
then the requesting party may summons the Bondrs’ Meeting itself.

Summons to a Bondholders Meeting shall sgadched no later than 10—ten—Business Days prititet Bondholders’ Meeting.
The summons and a confirmation of each Bondholdedings of Bonds shall be sent to all Bondholdegsstered in the
Securities Register at the time of distributioneummons shall also be sent to the Exchange ficption, if applicable

The summons shall specify the agenda of the Boulgi' Meeting. The Bond Trustee may in the summons astosth othel
matters on the agenda than those requested. Ifdameanis to this Bond Agreement have been propokednain content of the
proposal shall be stated in the summ

The Bond Trustee may restrict the Issuendake any changes of Voting Bonds in the period fdistribution of the summons until
the Bondholder Meeting, by serving notice to it to such effe

Matters that have not been reported to the Bondinslith accordance with the procedural rules forraoning of a Bondholde’
Meeting may only be adopted with the approval b¥aling Bonds.

The Bondholders’ Meeting shall be held anpses designated by the Bond Trustee. The BondisilMeeting shall be opened
and shall, unless otherwise decided by the BonahsldMeeting, be chaired by the Bond Trustee.éfBond Trustee is not present,
the Bondholder Meeting shall be opened by a Bondholder, and bi&eth@y a representative elected by the Bondhc’ Meeting.

Minutes of the Bondholde’ Meeting shall be kept. The minutes shall statentirabers of Bondholders represented ai
Bondholders’ Meeting, the resolutions passed antleting, and the result of the voting. The mingteall be signed by the
chairman and at least one other person electedebBandholders’ Meeting. The minutes shall be digpdsvith the Bond Trustee
and shall be available to the Bondhold:
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16.2.10

16.2.11

16.3
16.3.1

16.3.2

16.3.3

16.3.4

16.3.5

16.3.6

16.3.7
16.3.8

16.4
16.4.1.

16.4.2

16.5

The Bondholders, the Bond Trustee and—gealthe Bonds are listed—representatives of thé&hge, have the right to attend
the Bondholders’ Meeting. The chairman may graoeas to the meeting to other parties, unless timeliBaders’ Meeting decides
otherwise. Bondholders may attend by a represesthbtlding proxy. Bondholders have the right taabsisted by an advisor. In
case of dispute the chairman shall decide who rttapéthe Bondholde’ Meeting and vote for the Bonc

Representatives of the Issuer have thétoghitend the Bondholders’ Meeting. The Bondhddsleeting may resolve that the
Issue’s representatives may not participate in particolatters. The Issuer has the right to be presatgnthe voting
Resolutions passed at Bondhol¢ meetings

At the Bondholders’ Meeting each Bondholtdey cast one vote for each Voting Bond owned aectuf business on the day prior
to the date of the Bondholders’ Meeting in accoodawith the records registered in the Securitiegifter. Whoever opens the
Bondholders’ Meeting shall adjudicate any questioncerning which Bonds shall count as the Issugwisds. The Issuer’'s Bonds
shall not have any voting right

In all matters, the Issuer, the Bond Trustee arydBomdholder have the right to demand vote by balfocase of parity of votes, t
chairman shall have the deciding vote, regardlé$iseochairman being a Bondholder or r

In order to form a quorum, at least half (1/2) loé ¥ oting Bonds must be represented at the meet@gghowever Clause 16.4. E»
if less than half (1/2) of the Voting Bonds areresented, the Bondhold’ Meeting shall be held and voting complet

Resolutions shall be passed by simple majoritthefMoting Bonds represented at the Bondho’ Meeting, unless otherwise ¢
forth in Clause 16.3.t

In the following matters, a majority of at leasB 2f the Voting Bonds represented at the Bondhe’ Meeting is requirec

(@) amendment of the terms of this Bond Agreement tiggrthe interest rate, the tenor, redemption painet other terms ar
conditions affecting the cash flow of the Bon

(b) transfer of rights and obligations of this Bond Agment to another issuer (Issuer)
(c) change of Bond Truste

The Bondholder Meeting may not adopt resolutions which may giveaie Bondholders or others an unreasonable adgaratt
the expense of other Bondholde

The Bond Trustee shall ensure that resolutionsggieasthe Bondholde’ Meeting are properly implemente
The Issuer, the Bondholders and the Exchange Isdaibtified of resolutions passed at the Bondhe Meeting.

Repeated Bondholde meeting

If the Bondholder Meeting does not form a quorum pursuant to Cla6s8.3, a repeated Bondhold’ Meeting may be summon
to vote on the same matters. The attendance anatimg result of the first Bondholdersleeting shall be specified in the summ
for the repeated Bondhold’ Meeting.

When a matter is tabled for discussionrapaated Bondholders’ Meeting, a valid resoluticayrbe passed even though less than
half (1/2) of the Voting Bonds are represen

The Issuer and the Bond Trustee agree tharthwésions of Clause 16, Clause 17 and Clausén&B Ise the sole provisions
applicable to meetings of Bondholders and, forahaidance of doubt, acknowledge and agree thatest86 to 94-8 (inclusive) of
the Luxembourg law of 10 August 1915 on commeroiahpanies are hereby exclud
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17
17.1
17.1.1

17.1.2

17.1.3

17.1.4

17.1.5

17.1.6

17.1.7

17.1.8

17.2
17.21

17.2.2

The Bond Trustee
The role and authority of the Bond Trus

The Bond Trustee shall monitor the compkamyg the Issuer of its obligations under this Béggdeement and applicable laws and
regulations which are relevant to the terms of Bosd Agreement, including supervision of timelydarorrect payment of principal
or interest, inform the Bondholders, the Paying tgend the Exchange of relevant information whibhitained and received in its
capacity as Bond Trustee (however, this shall estrict the Bond Trustee from discussing mattersoofidentiality with the

Issuer), arrange Bondholders’ Meetings, and magel#itisions and implement the measures resolvetigoirto this Bond
Agreement. The Bond Trustee is not obligated tessthe Issuer’s financial situation beyond whdiractly set forth in this Bond
Agreement

The Bond Trustee may take any step necessansure the rights of the Bondholders in allteratpursuant to the terms of this
Bond Agreement. The Bond Trustee may postponedaddtion until such matter has been put forwartthéoBondholder Meeting

Except as provided for in Clause 17.1.5&bed Trustee may reach decisions binding for ahd@wlders concerning this Bond
Agreement, including amendments to the Bond Agredraed waivers or modifications of certain provigpwhich in the opinion
of the Bond Trustee, do not have a Material Adv&fect on the rights or interests of the Bondhadgursuant to this Bond
Agreement

Except as provided for in Clause 17.1.5Bbwed Trustee may reach decisions binding for ath@holders in circumstances other
than those mentioned in Clause 17.1.3 provided pitification has been made to the BondholdershSwtice shall contain a
proposal of the amendment and the Bond Trustegliation. Further, such notification shall statattthe Bond Trustee may not
reach a decision binding for all Bondholders in¢lrent that any Bondholder submit a written prosgstinst the proposal within a
deadline set by the Bond Trustee. Such deadlinermotpe less than five (5) Business Days followtimg dispatch of such
notification.

The Bond Trustee may not reach decisions pursoadlauses 17.1.3 or 17.1.4 for matters set fortlause 16.3.5 except to rect
obvious incorrectness, vagueness or incomplete

The Bond Trustee may not adopt resolutions whick givge certain Bondholders or others an unreasenafiVantage at the expe
of other Bondholder:

The Issuer, the Bondholders and the Exchange Isbalbtified of decisions made by the Bond Trustasyent to Clause 17
unless such notice obviously is unnecess

The Bondholder' Meeting can decide to replace the Bond Trusteeoatitthe Issu¢'s approval, as provided for in Clause 16.

Liability and indemnity

The Bond Trustee is liable only for direxgdes incurred by Bondholders or the Issuer asudt i&f negligence or wilful misconduct
by the Bond Trustee in performing its functions auties as set forth in this Bond Agreement. ThadBorustee is not liable for tl
content of information provided to the Bondholdensbehalf of the Issue

The Issuer is liable for, and shall indemtiie Bond Trustee fully in respect of, all lossgenses and liabilities incurred by the
Bond Trustee as a result of negligence by the tgsuguding its directors, management, officemmpboyees, agents and
representatives) to fulfil its obligations undee tierms of this Bond Agreement and any other Fiadmcuments, including losses
incurred by the Bond Trustee as a result of thedBbnustee’s actions based on misrepresentationg imathe Issuer in connection
with the establishment and performance of this BAgteement and the other Finance Docume
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17.3
17.3.1

17.3.2

17.3.3

18
18.1
18.1

18.2
18.2.1

Change of Bond Trust¢

Change of Bond Trustee shall be carriegorguant to the procedures set forth in Claus@ thé.Bond Trustee shall continue to
carry out its duties as bond trustee until sucletilhat a new Bond Trustee is elect

The fees and expenses of a new bond trsistdicbe covered by the Issuer pursuant to thestsehout in Clause 14, but may be
recovered wholly or partially from the Bond Trustethe change is due to a breach of the Bond €ruduties pursuant to the terms
of this Bond Agreement or other circumstances fhictvthe Bond Trustee is liabl

The Bond Trustee undertakes to co-operatigasdhe new bond trustee receives without unalgydollowing the Bondholders’
Meeting the documentation and information necestaperform the functions as set forth under thmseof this Bond Agreemer

Miscellaneous
The community of Bondholde

By virtue of holding Bonds, which are goverfgathis Bond Agreement (which pursuant to Claudel2is binding upon all
Bondholders), a community exists betweenBondholders, implying, inter alia, th

(@) the Bondholders are bound by the terms of this Bagietement
(b)  the Bond Trustee has power and authority to attedvalf of the Bondholder

(c) the Bond Trustee has, in order to administifa¢eterms of this Bond Agreement, access to ther8ies Register to review
ownership of Bonds registered in the Securitiesifteg

(d) this Bond Agreement establishes a community betviBerdholders meaning the
(i) the Bonds rank pari passu between each c

(i) the Bondholders may not, based on this Bond Agregnaet directly towards the Issuer and may notedves
institute legal proceedings against the Issuerdvawnot restricting the Bondholders to exercigértimdividual rights
derived from the Bond Agreemel

(iii) the Issuer may not, based on this Bond Agreemendigectly towards the Bondholde
(iv) the Bondholders may not cancel the Bondho' community, and the
(v) the individual Bondholder may not resign from thenBholder’ community.

Defeasanct

The Issuer may, at its option and at ang tiahect to have certain obligations discharged Gause 18.2.2) upon complying with
the following conditions“ Covenant Defeasancg);

(@ the Issuer shall have irrevocably pledged to thedBbrustee for the benefit of the Bondholders aastpovernmen
obligations accepted by the Bond Trustee (tbefeasance Pledg® in such amounts as will be sufficient for theypeent
of principal (including premium payable upon exsecof a Put Option) and interest on the OutstanBimgds to Maturity
Date (or redemption upon a exercise of a notifiett®ption);

(b)  the Issuer shall, if required by the Bond Truspeyide a legal opinion reasonable acceptabledditnd Trustee to tF
effect that the Bondholders will not recognize imen gain or loss for income tax purposes (hereud&federal or
Norwegian, if applicable) as a result of the Defeme Pledge and Covenant Defeasance, and willdjecstwo such incom
tax on the same amount and in the same mannetrt dimel same times as would have been the case i¢feasance Pledge
had not occurrec
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18.2.2

18.2.3

18.3
18.3.1

18.4
18.4.1

18.4.2

(c) no Event of Default shall have occurred anddminuing on the date of establishment of the Bed@ce Pledge, or insofar
as Events of Default from bankruptcy or insolveregnts are concerned, at any time in the periothgrah the 183 day
after the date of establishment of the plec

(d) neither the Defeasance Pledge nor the CovenanaBeafee results in a breach or violation of any ristagreement ¢
instrument binding upon the Issuer, or the artioleassociation or other corporate documents ganegre Issuer

(e) the Issuer shall have delivered to the BonagstBmia certificate signed by its Chief Executivéidef that the Defeasance
Pledge was not made by the Issuer with the inteptaderring the Bondholders over any other creditf the Issuer or with
the intent of defeating, hindering, delaying orrdatling any other creditors of the Issuer or otf

® the Issuer shall have delivered to the Bond Truatsecertificate or legal opinion reasonably regdiregarding the Coven:
Defeasance or Defeasance Pledge (including cetéfitom its Chief Executive Officer and a legaimgn from its legal
counsel) to the effect that all conditions for Coaet Defeasance have been complied with; andhedbefeasance Pledge
(i) will not be subject to any rights of creditatthe Issuer, (i) will constitutes a valid, pesfed and enforceable security
interest in favour of the Bond Trustee for the Bitreé the Bondholders, and (iii) will, after the81st day following the
establishment, the funds and assets so pledgedatibie subject to the effects of any applicablekbaptcy, insolvency,
reorganization or similar laws affecting creditaghts generally under the laws of the jurisdictighere the Defeasance
Pledge was established and the corporate domicileedssuer

Upon the exercise by the Issuer of its option ur@lause 18.2.1

(@) the Issuer shall be released from their obligatiomder all provisions in Clause 13, except 13.2)1(¢), (h) and (i)

(b)  the Issuer shall not (and shall ensure that alu@i@ompanies shall not) take any actions that raage the value of tt
security interest created by this Covenant Defeassmbe reduced, and shall at the request of timel Brustee execute, or
cause to be executed, such further documentatiompariorm such other acts as the Bond Trustee e&sonably require in
order for such security interests to remain vaitforceable and perfected by the Bond Trusteehfoatcount of the
Bondholders

(c) save as provided for in (a) above, all provisiohthe Bond Agreement shall remain fully in forcetlvaut any modifications

All moneys amount covered by the Defeasance Plshigk be applied by the Bond Trustee, in accordavittethe provisions of th
Bond Agreement, to the payment to the Bondholdeadl sums due to them under this Bond Agreemertherdue date therec

Any excess funds not required for the payment wiggpal, premium and interest to the Bondholdemsl(iding any expenses, fees
etc. due to the Bond Trustee hereunder) shall toened to the Issuer.

Limitation of claims

All claims under the Bonds and this Bond Agreenfenpaymentincluding interest and principal, shall be subjecthe time-bar
provisions of the Norwegian Limitation Act of Mapg,11979 No. 18

Access to informatio

The Bond Agreement is available to anyone and sopiay be obtained from the Bond Trustee or theelsdthe Issuer shall enst
that the Bond Agreement is available in copy foonthte general public until all the Bonds have biedly discharged

The Bond Trustee shall, in order to carry oututsdtions and obligations under the Bond Agreentente access to the Securit
Register for the purposes of reviewing ownershithefBonds registered in the Securities Regi
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18.5
18.5.1

18.6
18.6.1

18.6.2

18.6.3

18.6.4

18.7
18.7.1

Amendment

All amendments of this Bond Agreement sbalmade in writing, and shall unless otherwise joled for by this Bond Agreement,
only be made with the approval of all parties her

Notices, contact informatic

Written notices, warnings, summons etc to the Botibrs made by the Bond Trustee shall be senthei&ecurities Register witr
copy to the Issuer and the Exchange. InformaticheédBondholders may also be published at the \telwsvw.stamdata.nc

The Issuer’s written notifications to thenBholders shall be sent via the Bond Trustee,radterely through the Securities Register
with a copy to the Bond Trustee and the Excha

Unless otherwise specifically provided, all notioether communications under or in connectiorlis Bond Agreemer
between the Bond Trustee and the Issuer shallas gir made in writing, by letter, or telefax. Asiych notice or communication
addressed shall be deemed to be given or maddé@s<t

(@) if by letter, when delivered at the address ofrevant Party
(b)  if by telefax, when receive:

The Issuer and the Bond Trustee shall eribatehe other party is kept informed of changegdstal address, e-mail address,
telephone and fax numbers and contact per

Dispute resolution and legal ven

This Bond Agreement and all disputes arismigof, or in connection with this Bond Agreembetween the Bond Trustee, the
Bondholders and the Issuer, shall be governed byalgian law.

All disputes arising out of, or in connection witlis Bond Agreement between the Bond Trustee, thedBolders and the Issuer,
shall be exclusively resolved by the courts of Naywwith the District Court of Oslo as sole legahue.

This Clause 18.7 is for the benefit of the Bondstee only. As a result, the Bond Trustee shalbegbrevented from taking
proceedings relating to a dispute in any othertsowith jurisdiction. To the extent allowed by latlie Bond Trustee may take
concurrent proceedings in any number of jurisdittio

*kkkk

This Bond Agreement has been executed in two aigjrof which the Issuer and the Bond Trusteemeiae each.

On behalf of thelssuer On behalf of theBond Trustee
/s/ Christian J. Becke /sl Alex Ogol

By: Christian J. Becke By:

Position: Chief Executive Office Position:
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Attachment 1
COMPLIANCE CERTIFICATE

Norsk Tillitsmann ASA
P.O. Box 1470 Vika
N-0116 Oslo

Norway

Fax: + 47 22 87 94 10
E-mail: mail@trustee.no

[DATE]
Dear Sirs,

8.25% PACIFIC DRILLING S.A. SENIOR UNSECURED BOND | SSUE 2012/2015
- ISIN 0010637077

We refer to the Bond Agreement for the above meetioBond Issue made between Norsk Tillitsmann ASBend Trustee on behalf of the
Bondholders, and the undersigned as Issuer undehwahCompliance Certificate shall be issued. Tétier constitutes the Compliance
Certificate for the period [PERIOD].

Capitalised words and expressions are used hesalefmed in the Bond Agreement.

With reference to Clause 13.2.3 of the Bond Agragme hereby certify that:

1. all information contained herein is true and actaeand there has been no change which would henegerial adverse effect on t
financial condition of the Issuer since the dat¢heflast accounts or the last Compliance Certdisabmitted to yot

the covenants set out in Clause 13 of the Bond égent are satisfie(

in accordance with Clause 13.5 (b), the Equity &Rigtias of [date]...]%;

in accordance with Clause 13.5 (c), the Liquidibgition is as of [date] USL...] million;
in accordance with Clause 13.5 (e), the Averageetagye is as of [date] USI...] million;

a b v

Copies of our latest consolidated [annual auditeaifgrly unaudited] accounts are enclosed.
Yours faithfully,

On behalf olPacific Drilling S.A.

Name of authorized perst
Enclosure: [copy of any written documentatipn
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Exhibit 4.6

o

Agreement for Standby Letter of Credit
(this“Agreement”)

In consideration of the issuance by Citibank, N.ACitibank” ), in its discretion, of a standby or direct patgdeof credit (the¢Credit” ) at the
request of the party signing below (thgplicant” ) substantially in accordance with the applicatorresponding hereto (tlApplication” )
or as otherwise requested by Applicant in writiagplicant unconditionally agrees with Citibank afidws:

1. Reimbursement.

Applicant will reimburse Citibank, on demand, threaunt of each draft or other request for paymeadttied'Draft” ) drawn under the
Credit, whether such Draft is presented to Citibbefore, on or, if in accordance with applicable lar letter of credit customs and
practice, after the expiry date stated in the Gré&tich such reimbursement shall be due on theQ@ltibmnk makes payment under the
Credit, subject to Section 3 below.

2.  Commissions, Fees and Expense

Applicant will pay Citibank (a) commissions anddgeeith respect to the Credit for so long as Citlbahall be obligated under the Credit
in accordance with applicable law or letter of @redstoms and practice (i) at such rates and tmse&pplicant and Citibank may agre:
writing or (ii), in the absence of such an agreetn@nadvance and in accordance with Citibank’sd#d commissions and fees then in
effect, to cover the full tenor of the Credit witltaefund for any unused portion of such tenor, @)don demand, all expenses which
Citibank may pay or incur with respect to the Credi

3. Payments; Interest on Past Due Amounts; Computation
All amounts due from Applicant shall be paid toink at 399 Park Avenue, New York, New York 10@d8such other address notifi

to Applicant in writing), without defense, set-offoss-claim or counterclaim of any kind, in Unitetates Dollars and in same day funds,

provided,that if any such amount due is based on Citibap&ignent in a currency other than United StatesdemllApplicant will, at
Citibank’s option, reimburse Citibank in such cumeg or pay the equivalent of such amount in Un¢ates Dollars computed at
Citibank’s or its correspondent’s currency selliate applicable to the place, currency and valde da which Citibank pays such
amount. Applicans obligation to make payments in United Statesdbslshall not be satisfied by any tender, or angvery by Citibanl
pursuant to any judgment, which is expressed oawerted into any currency other than United StBtellars, except to the extent that
such tender or recovery results in the actual p¢dsi Citibank in New York of the full amount of ded States Dollars payable under-
Agreement. Any amount not paid when due shall bearest until paid in full at a daily fluctuatingterest rate per annum equal to two

percent per annum above (a) the rate of interesiwarced publicly from time to time by Citibank ireN York as Citibank’s Base Rate or

(b), if another currency for Applicant’s paymensidected by Citibank, a corresponding base ratiesincurrency, as selected by
Citibank. Applicant authorizes Citibank to chargey account of Applicant for any amount when dueleds otherwise agreed in writing

as to the Credit and subject to any other provisiothis Agreement, all computations of commissjdass and interest shall be based on

a 36(-day year and actual days elaps



Additional Costs.

If Citibank determines that the introduction oregfiveness of, or any change in, any law or reguair compliance with any guideline
or request from any central bank or other governtalar quasi-governmental authority (whether or mating the force of law) affects or
would affect the amount of capital or reserves imeglor expected to be maintained by Citibank gr @rporation controlling Citibank,
and Citibank determines that the amount of sucltalegr reserves is increased by or based upoextstence of the Credit, then
Applicant shall pay Citibank on demand from timditoe additional amounts sufficient in Citibankiglgpment to compensate for the
increase. Citibank’s certificate as to amounts shadl be conclusive, in the absence of manifesirerr

Taxes.

(a) Any and all payments made to Citibank hereustiafl be made free and clear of and without dediudor any and all present and
future taxes (including value-added taxes and wiitihg taxes), levies, imposts, deductions, chaggegithholdings, and all liabilities
with respect theret@xcludingtherefrom (i) taxes imposed on Citibank’s overat mcome and franchise taxes imposed on Citibank i
lieu of net income taxes by the jurisdiction untlex laws of which Citibank is organized or any il subdivision thereof and (ii) taxes
imposed on Citibank’s overall net income and frasehaxes imposed on Citibank in lieu of net incdmes by the jurisdiction in which
the office issuing the Credit is located or anyitisal subdivision thereof (all such non-excludeads, levies, imposts, deductions,
charges, withholdings and liabilities are hereiafeferred to asTaxes” ).

(b) If any Taxes shall be required by law to beutr#ed from any amount payable to Citibank undey fgreement, Applicant shall
increase such amount as may be necessary softeatnaking all required deductions (including detilens applicable to any additional
amounts payable under this section), Citibank k&sean amount equal to the amount Citibank woulet maceived had no such
deductions been made, Applicant shall make suchalieshs and Applicant shall pay the full amount ulted to the relevant taxing
authority or other authority in accordance with laggble law.

(c) In addition, Applicant shall pay any and akgent and future stamp and documentary taxes anotlaer excise or property taxes,
charges or similar levies that arise from any paytmeade hereunder or under the Credit or from Keewdtion, delivery, registration of,
performing under, or otherwise with respect tos thgreement or as a result of the issuance, maintenor negotiation of the Credit
hereunder (each such payment;@ther Tax" ).

(d) Applicant shall indemnify Citibank for and haBitibank harmless against the full amount of Taxed Other Taxes (including any
taxes of any kind imposed or asserted by any jigtisth on amounts payable under this section) iredam or paid by Citibank or any
affiliate of Citibank in respect of any liabilityncluding penalties, interest and expenses) arigiagefrom or with respect thereto, whet
or not such Taxes or Other Taxes were correctlggally asserted. Payment under this indemnityl fleamade within 30 days from the
date Citibank makes written demand therefor.

(e) Within 30 days after the date of any paymenfafes, Applicant shall furnish to Citibank atatddress hereunder, the original or a
certified copy of a receipt evidencing such paymbentase of any payment hereunder by or on befi@pplicant, if Applicant
determines that no Taxes are payable in respesdhe\pplicant shall, at Citibank’s request, fugimj or cause the payor to furnish, to
Citibank an opinion of counsel acceptable to Citlbatating that such payment is exempt from Taxes.

Indemnification.

Applicant will indemnify and hold Citibank and idficers, directors, affiliates, employees, attgmand agents (each, dndemnified
Person”) harmless from and against any and all claimbijliiees, losses, damages, costs and expensesgdinglreasonable attorneys’
fees and disbursements, other dispute resolutipareses (including fees and expenses in prepafati@defense of any investigation,
litigation or proceeding) and costs of collectibattarise out of or in connection with: (a) theuesce of the Credi



(b) any payment or action taken or omitted to enan connection with the Credit (including anyiac or proceeding seeking (i) to
restrain any drawing under the Credit, (ii) to caingr restrain the payment of any amount or thantakf any other action under the
Credit, (iii) to compel or restrain the taking afyaaction under this Agreement, or (iv) to obtamikar relief (including by way of
interpleader, declaratory judgment, attachmentloervise), regardless of who the prevailing pastiniany such action or proceeding),
(c) the enforcement of this Agreement or (d) antyoa@mission, whether rightful or wrongful, of apyesent or future de jure or de facto
government or governmental authority or any otlzerse beyond Citibank’s contr@lxceptin each of (a) through (d) above, to the extent
such claim, liability, loss, damage, cost or exgeissound in a final, non-appealable judgment lopart of competent jurisdiction to
have resulted from such Indemnified Person’s gneggigence or willful misconduct. Applicant will pan demand from time to time all
amounts owing under this section.

Obligations Absolute.

Applicant’s obligations to Citibank under this Agraent and in respect of the Credit (whether absautontingent, present or future,
collectively, the"Obligations” ) shall be unqualified, irrevocable and payablthinmanner and method provided for under this
Agreement irrespective of any one or more of thiefdng circumstances: (a) any lack of validityemforceability of this Agreement, the
Credit or any other agreement, application, amemdnggiaranty, document, or instrument relatinget®r(b) any change in the time,
manner or place of payment of or in any other tefrall or any of the Obligations of Applicant oretlebligations of any person or entity
that guarantees any of the Obligations, (c) theterce of any claim, set-off, defense or othertright Applicant may have at any time
against any beneficiary or any transferee of thedi€(or any person or entity for whom any suchdfierary or transferee may be acting),
Citibank or any other person or entity, whethecamnection with any transaction contemplated by &dreement or any unrelated
transaction, or any claim by Citibank or Applicagiainst the beneficiary of the Credit for breackvafranty, (d) any exchange, releas
non-perfection of any collateral or release or asneent or waiver of or consent to depart from thimgeof any guarantee or security
agreement, for all or any of the Obligations, (@y Braft, certificate or other document presentaedar the Credit being forged,
fraudulent, invalid or insufficient or any staterhéimerein being untrue or inaccurate, (f) the isseof the Credit (or any amendment
thereto) in a form other than substantially as ested by Applicant, unless Citibank receives wmittetice from Applicant of such error
within three business days after Applicant shallehgeceived a copy of the Credit (or such amendmégjtthe decision by Citibank not
to issue an amendment to the Credit requested Ipjicamt, (h) any previous Obligation, whether ot paid, arising from Citibank’s
payment against any Draft, certificate or otherutnent which appeared on its face to be signedesemted by the proper entity but was
in fact forged, fraudulent or invalid or any statarhtherein was untrue or inaccurate, (i) paymgrtitibank under the Credit against
presentation of a Draft or other document that adagsomply with the terms and conditions of thedir unless Citibank receives writt
notice from Applicant of such discrepancy withimetd business days following Applicant’s receipsoth Draft or other document, and
() any action or inaction taken or suffered byil@&ink or any of its affiliates or correspondents@amnection with the Credit or any
relevant Draft, certificate or other documentaifen in Good Faith (as defined in Article 5 of thew York Uniform Commercial Code
(the “NY UCC")) and in conformity with applicable New York, Ued States or non-United States laws, regulatiofesti@r of credit
customs and practice.

Limitations of Liability.

Without limiting any other provision of this Agreemt, Citibank, its affiliates and any of its copeadents: (a) may rely upon any oral,
telephonic, telegraphic, facsimile, electronic,tten or other communication believed in Good Faithave been authorized by Applic:
whether or not given or signed by an authorizedqmr(b) shall not be responsible for errors, oimiss interruptions or delays in
transmission or delivery of any message, adviagogument in connection with the Credit, whethensraitted by courier, mail, telex, &
other telecommunication, or otherwise (whetherairthey be in cipher), or for errors in interpraatof technical terms or in translation
(and Citibank, its affiliates and its

correspondents may transmit terms of the Credhaut translating them), (c) shall not be respomsibt



10.

the identity or authority of any signer or the foraeccuracy, genuineness, falsification or lega@fbf any Draft, certificate or other
document presented under the Credit if such Deaftificate or other document on its face appealstsintially to comply with the terms
and conditions of the Credit, (d) shall not be cesible for any acts or omissions by or the solyesfahe beneficiary of the Credit or a
other person or entity having any role in any teatisn underlying the Credit, (€) may accept or @sigomplying with the terms and
conditions of the Credit any Draft, certificateather document appearing on its face (i) substiyntmcomply with the terms and
conditions of the Credit, (ii) to be signed or meted by or issued to any successor of the beagfior any other person in whose name
the Credit requires or authorizes that any Dradttificate or other document be signed, presentessaed, including any administrator,
executor, personal representative, trustee in lgdy, debtor in possession, liquidator, receiveisuccessor by merger or consolidation,
or any other person or entity purporting to acth@srepresentative of or in place of any of thedming, or (iii) to have been signed,
presented or issued after a change of name ofatheficiary, (f) may disregard (i) any requiremetatad in the Credit that any Dratft,
certificate or other document be presented toat @articular hour or place and (ii) any discrepasithat do not reduce the value of the
beneficiary’s performance to Applicant in any traction underlying the Credit, (g) may accept aslraft” any written or electronic
demand or other request for payment under the Ceaddn if such demand or other request is ndtérférm of a negotiable instrument,
(h) shall not be responsible for the effectivermssuitability of the Credit for Applicant’s purp@sor be regarded as the drafter of the
Credit regardless of any assistance that Citibaay, fim its discretion, provide to Applicant in pegmg the text of the Credit or
amendments thereto, (i) shall not be liable to Agapit for any consequential or special damagefrany damages resulting from any
change in the value of any foreign currency, sewiar goods or other property covered by the Cr§ilinay assert or waive application
of any UCP or ISP (in each case, as defined bedotigle primarily benefiting bank issuers, (k) nmtegnor a previously dishonored
presentation under the Credit, whether pursuacbtmt order, to settle or compromise any claim thatrongfully dishonored or
otherwise and shall be entitled to reimbursemetitécsame extent as if it had initially honoredigaiesentation plus reimbursement of
any interest paid by it, (I) is authorized (butlshat be required) to disregard any non-documentanditions stated in the Credit and
(m) may pay any nominated bank (as such term isel&in UCP 600 (see below) or nominated persosifah term is defined in ISP
(see below)) (in either case as designated or pteiridy the terms of the Credit) claiming thatghtfully honored under the laws,
customs or practice of the place where it is ladaone of the circumstances described in this@eshall place Citibank or any of its
affiliates or correspondents under any resultiability to Applicant.

Independence

Applicant acknowledges that the rights and oblgadiof Citibank under the Credit are independenhefexistence, performance or
nonperformance of any contract or arrangement lyidgrthe Credit, including contracts or arrangetseretween Citibank and
Applicant and between Applicant and the beneficidrthe Credit. Citibank shall have no duty to fiiofpplicant of its receipt .of a
demand or a Draft, certificate or other documerspnted under the Credit or of its decision to hench demand. Citibank may, with
incurring any liability to Applicant or impairindd entitlement to reimbursement under this Agredgnmtemor a demand under the Credit
despite notice from Applicant of, and without anytydto inquire into, any defense to payment or adyerse claims or other rights aga
the beneficiary of the Credit or any other pergditibank shall have no duty to request or requieresentation of any document,
including any default certificate, not requiredo® presented under the terms and conditions dftadit. Citibank shall have no duty to
seek any waiver of discrepancies from Applicant,ay duty to grant any waiver of discrepancies$ Agplicant approves or

requests. Citibank shall have no duty to extencettpration date or term of the Credit or to isaueplacement letter of credit on or
before the expiration date of the Credit or the ehsuch term.

Transfers; Assignments of Proceed:

If, at Applicant’s request, the Credit is issuedramsferable form, Citibank shall have no dutglédermine the proper identity of anyone
appearing in any transfer request, Draft, or otlemument as transferor
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transferee, nor shall Citibank be responsibleliervalidity, appropriateness or correctness ofteanysfer. Citibank is not obligated to
recognize an assignment of proceeds of the Cratisa and until Citibank consents to such assigtimaed, except as otherwise requi
by applicable law, Citibank shall not be obligatedjive or withhold its consent to an assignmemroteeds of the Credit. However, if
Citibank consents to an assignment of proceedseoCtedit, Citibank shall have no duty to deterntheproper identity of anyone
appearing to be the assignor or assignee, nor Ghisdank be responsible for the validity, apprapeness or correctness of any such
assignment.

Extensions and Modifications of the Credit.

This Agreement shall be binding upon Applicant wigspect to any extension or modification of thedirmade at Applicard’request ¢
with Applicant’s consent. Applicant’s Obligationisadl not be reduced or impaired in any way by agneament by Citibank and the
beneficiary of the Credit extending Citibank’s titmehonor or to give notice of discrepancies angsarch agreement shall be binding
upon Applicant.

Bond or Collateral.

(a) If at any time Applicant shall seek to restrairpreclude payment of any drawing under the Gradany court shall extend the term
the Credit or take any other action which has alaimaffect, then, in each such case, Applicantigiravide Citibank with a bond or oth
collateral of a type and value satisfactory tolzitik as security for Applicant’s Obligations relatto the Credit; and

(b) If at any time and from time to time Citibarlk,its discretion, requires collateral (or addiboollateral), Applicant will on demand
assign and deliver to Citibank as security for@imigations, collateral of a type and value satigfey to Citibank or make such cash
payment as Citibank may require.

Covenants of Applicant.

Applicant will (a) comply with all New York, Unite@tates and non-United States laws, regulationsw@ed (including foreign exchange
and foreign assets control regulations and otlagietrelated regulations) and letter of credit austand practice now or later applicable
to the Credit, transactions related to the Credif\pplicant’s execution, delivery and performaniceler this Agreement and deliver to
Citibank, upon reasonable request, satisfactoryesde of such compliance, (b) deliver to Citibamon reasonable request,
independently audited financial statements andrattiermation concerning Applicant’s financial catidn and business operations,

(c) permit Citibank to inspect its books and resond reasonable notice, and (d) inform Citibank edrately upon Applicant becoming
aware of the occurrence of an Event of Defauldgfmed below).

Representations and Warranties of Applicant

Applicant represents and warrants that (a) it I&llyaexisting and in good standing under the laf/¢he jurisdiction in which it is
organized, (b) its execution, delivery and perfongeof this Agreement are within its powers, hagerbduly authorized, do not
contravene any contract binding on or affectingriany of its properties, do not violate any apgbie law or regulation, and do not
require any notice to, filing with or other actitmor by any governmental authority, (c) this Agremt is valid and binding upon
Applicant, (d) the financial statements most relyergceived by Citibank from Applicant fairly prestdts financial condition in
accordance with generally accepted accounting ipies consistently applied, and there has beenatenial adverse change in the
business, financial condition or results of operadiof Applicant and its subsidiaries, taken adale; since the date of such financial
statements; and (e) there is no pending or thredtantion which may materially adversely affecfiitencial condition or business or
which purports to affect the validity or enforcdapiof this Agreement, the Credit or any transantrelated to the Credit.

Each request by Applicant for an amendment toAlgieement or for the issuance of the Credit orafly amendment to the Credit shall
constitute Applicar's representation and warranty that the foregoiatgstents are true and correct as if made on tieeadatuch reques
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Default.

Each of the following shall be &kvent of Default” under this Agreement: (a) Applicant’s failure to/pehen due any obligation to
Citibank or to any of its subsidiaries or affiliat@under this Agreement or otherwise), (b) Applitafailure to perform or observe any
other term or covenant of this Agreement, (c) Apglit's breach of any representation or warrantyemadhis Agreement or any
document delivered by it under this AgreementAgplicant’s dissolution or termination, (e) institan by or against Applicant of any
proceeding under any law relating to bankruptcgpimency or reorganization or relief of debtorseeking the appointment of a recei
trustee, or other similar official for Applicant for any substantial part of its property, (f) astual or threatened seizure, vesting or
intervention by or under authority of a governmieptvhich Applicants management is displaced or its authority or obwotfrits busines
is curtailed, (g) attachment or restraint of anydsi or other property which may be in, or come,ittie possession or control of Citibank
or of any third party acting on Citibank’s behddfr the account or benefit of Applicant, or theuiasce of any order of any court or other
legal process against the same, (h) a materiarselobange in Applicant’s business or conditiongfficial or otherwise), or (i) the
occurrence of any of the above events with rejpeahy person or entity which has heretofore oeafter guaranteed or provided any
collateral security for any of the Obligations.

Remedies.

If any Event of Default shall have occurred andtbetinuing, the face amount of the Credit as welhay or all other Obligations,
whether or not matured or contingent, shall, aib@itk’s option, become due and payable immediat@lyout presentment, demand,
protest or notice of any kind, all of which are é¢tgy expressly waived by Applicant; provided, howeteat in the event of an actual or
deemed entry of an order for relief with respecApplicant under applicable bankruptcy or insolvwetaw, the face amount of the Credit
as well as all other Obligations, whether or notured or contingent, shall automatically become aiue payable without presentment,
demand, protest or notice of any kind, all of whizck hereby expressly waived by Applicant.

Ser-off.

If any Event of Default shall occur and be contirgyiCitibank may set off and apply any and all dé#jsq(general or special, time or
demand, provisional or final) at any time held atiger indebtedness at any time owing by Citiban&ror of its affiliates to or for the
credit or the account of Applicant Deposits’) against any and all of the Obligations, irregpecof whether or not Citibank shall have
made any demand under this Agreement and althawgfhBeposits or Obligations may be unmatured otiegant. Citibank’s rights
under this section are in addition to other rigirid remedies (including other rights of set-offjethCitibank may have under this
Agreement or applicable law.

Waiver of Immunity.

Applicant acknowledges that this Agreement is, redCredit will be, entered into for commercial poses and, to the extent that
Applicant now or later acquires any immunity fromigdiction of any court or from any legal procesth respect to itself or its property,
Applicant now irrevocably waives its immunity witespect to the Obligations.

Notices; Cc-Applicants; Interpretation; Severability.

(a) Notices shall be effective, if to Applicant, &hsent to its address indicated below the sigedite and, if to Citibank, when received
at 399 Park Avenue, New York, New York 10043, wathopy to Citicorp North America, Inc., 3800 CitithiaCenter, Tampa FL 33610,
or, as to either party, such other address asreithg notify the other in writing. Notices to therteficiary of the Credit shall be effective
when sent to the address maintained in Citibargtel of credit records for such beneficiary, angpkcant agrees to hold Citibank
harmless with respect to any claim by the benefjadéd nor-receipt of such a notic
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(b) If this Agreement is signed by two or more pasor entities, (i) each such person or entityl figedeemed an Applicant”
hereunder, (ii) each Applicant shall be jointly aaberally liable for all Obligations and waivey atefense that might otherwise be
available to a guarantor of such Obligations, aii}dnptices from Citibank in connection with ttggreement or the Credit to any
Applicant and notices from, or the consent of, Applicant in connection with this Agreement or Beedit shall be sufficient to bind all
Applicants.

(c) Headings are included only for convenience amdnot interpretive. The termirfcluding” means “including without limitation”
(d) If any provision of this Agreement is held ged or unenforceable, the validity of the remainprgvisions shall not be affected.

Successors and Assign

This Agreement shall be binding upon Applicant @aduccessors and permitted assigns, and shadl inuihe benefit of and be
enforceable by Citibank, its successors and assigicant shall not voluntarily transfer or otlhése assign any of its obligations under
this Agreement. Citibank may transfer or othervéssign its rights and obligations under this Agreemin whole or in part, and shall be
forever relieved from any liability with respectttte portion of Citibank’s rights or obligationamisferred or assigned. Applicant
acknowledges that information pertaining to Applicas it relates to this Agreement or the Crediy tma disclosed to (actual or potent
transferees, assignees, affiliates, contractor$ mguired by law, court order or mandate, goweental authorities. This Agreement shall
not be construed to confer any right or benefitrupoy person or entity other than Applicant andb@itk and their respective successors
and permitted assigns.

Modification; No Waiver.

None of the terms of this Agreement may be waiveanoended except in a writing signed by the pagsirest whose interest the term is
waived or amended. Forbearance, failure or delagiblgank in the exercise of a remedy shall notstibute a waiver, nor shall any
exercise or partial exercise of any remedy prechrdefurther exercise of that or any other remédy waiver or consent by Citibank
shall be effective only in the specific instance &or the specific purpose for which it is giverdashall not be deemed, regardless of
frequency given, to be a further or continuing veaigr consent.

Multiple Role Disclosure.

Citibank and its affiliates offer a wide range wfancial services, including back-office letteropédit processing services on behalf of
financial institutions and letter of credit benédites. Such services are provided internationtallg wide range of customers, some of
whom may be Applicant’s counterparties or compegitépplicant acknowledges and accepts that Ciktzard its affiliates may perform
more than one role in relation to the Credit, idahg to advise the Credit notwithstanding the s@ady Applicant of an additional or
alternative advising bank.

Entire Agreement; Remedies Cumulative; Delivery oDocuments Related to this Agreemen

(a) This Agreement constitutes the entire agreetetwteen the parties concerning Citibank’s issuarfitke Credit for Applicant’s
account and supersedes all prior agreements goxgesach issuance unless specifically excluded iararex hereto.

(b) All rights and remedies of Citibank under tAigreement and other documents delivered in conmreetith this Agreement or
otherwise directly or indirectly related to the @htions are cumulative and in addition to any otight or remedy available under this
Agreement, the Credit or applicable law.

(c) Applicant may submit an executed Applicationtfte Credit in original form, via a Citibank elemtic banking platform such as
“CitiDirect”, or by fax, email attachment or other electronic nse@pplicant will
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be bound by any instructions so given. Deliveraaigned signature page to this Agreement by fakestransmission or email
attachment shall be effective as, and shall cartstjthysical delivery of, a signed original coupget of this Agreement.

Termination; Surviving Provisions.

(a) This Agreement may be terminated by Applicarly @pon the occurrence of all of the following): tthirty (30) days shall have passed
since Citibank shall have actually received writterice of such termination from Applicant; (ii)etmmount of all Obligations, whether
matured or contingent, shall have been paid td&itk (and for the avoidance of doubt, the creaticeny overdraft in Applicant’s
account with Citibank shall not discharge Applicaf@bligations hereunder); (iii) the Credit, if @sipg at Citibank’s counters, shall have
expired or been cancelled by Citibank; and (ivh& Credit expires at the counters of an institutither than Citibank, a reasonable time
(at least thirty (30) days, as determined in gaothfby Citibank) shall have passed following tleieation or cancellation by Citibank of
the Credit in order to allow such institution tepent documents to Citibank.

(b) Restrictive provisions in this Agreement, sashindemnity, tax, immunity and jurisdiction prdeiss shall survive termination of this
Agreement, expiration of the Credit, and paymerthefObligations.

(c) If the Credit is issued in favor of any banltjliank branch or other entity in support of an ertdking issued by such bank, branch or
entity on behalf of Applicant or Citibank, Applicashall remain liable under this Agreement (evearagxpiry of the Credit) for amounts
paid and expenses incurred by Citibank with resfetite Credit or such undertaking until such taseCitibank or such other bank,
branch or entity shall have no further liabilityhder applicable law, in connection with such uraldrg.

Governing Law; Governing Rules.

(a) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF AP PLICANT AND CITIBANK HEREUNDER SHALL
BE GOVERNED BY AND SUBJECT TO THE LAWS OF THE STATE OF NEW YORK AND APPLICABLE UNITED STATES
FEDERAL LAWS.

(b) Applicant agrees that Citibank may issue thed@rsubject to the Uniform Customs and PracticeDfocumentary Credits,
International Chamber of Commercd@C” ) Publication Nos. 500 (1993 Revision) or 600 (2B&kision) (the¢UCP 500" or the

“UCP 600" ) or, at Citibank’s option, such later revisionriaef in effect at the time of issuance of the Créal so chosen for the Credit,
the“UCP” ) or the International Standby Practices 1998, Ri®lication No. 590 or, at Citibank’s option, suater revision thereof in
effect at the time of issuance of the Credit (astemsen for the Credit, tHéSP” , and each of the UCP and the ISP I&C

Rule”). Citibank’s privileges, rights and remedies unsiech ICC Rules shall be in addition to, and ndinnitation of, its privileges,
rights and remedies expressly provided for herEie UCP and the ISP (or such later revision ofegjtshall serve, in the absence of
proof to the contrary, as evidence of general bamkisage with respect to the subject matter thereof

(c) Applicant agrees that for matters not addressetthe chosen ICC Rule, the Credit shall be suligeand governed by the laws of the
State of New York and applicable United States Feddaws. If, at Applicans request, the Credit expressly chooses a staigunitry lawn
other than New York State law and United StatesFadaw or is silent with respect to the choicenflCC Rule or a governing law,
Citibank shall not be liable for any payment, cesipense or loss resulting from any action or isadaken by Citibank if such action or
inaction is or would be justified under an ICC Rlleew York law, applicable United States Fedenral ta the law governing the Credit.

Jurisdiction; Service of Process

(a) This Agreement shall be deemed to have bee madew York County, New York, regardless of thiday in which the signatures
the parties shall be affixed hereto. Applicant ricevocably submits to the non-exclusive jurisdiatiof any state or federal court sitting
in New York County, New York, for itself, and ingect of any of its property, and, if a law othearn New York State law has been
chosen to gover



the Credit, Applicant also now irrevocably subnéghe non-exclusive jurisdiction of any courtisigtin such jurisdiction with respect to
the Credit. Applicant agrees not to bring any acto proceeding against Citibank with respect ®@nedit in any jurisdiction other than
those described in the immediately preceding septefpplicant irrevocably waives any objection emue or any claim of inconvenient
forum.

(b) If Applicant is an entity formed under the laafghe United States, any state of the UnitedeStat the District of Columbia,
Applicant agrees that any service of process aratbtice of legal process may be served upon ihéy or hand delivery if sent to:

Care of Pacific Drilling Services, Inc., at 3050 Psi Oak Blvd., Suite 1500, Houston, TX 7705&hich Applicant now designates its
authorized agent for service of process with resfgethe courts located in the State of New Yorkdlation to the Credit and this
Agreement. (If no authorized agent is designatetiénspace provided above, Applicant agrees tloaess shall be deemed served if sent
to its address given for notices under this Agragmé¢c) If Applicant is an entity other than onesdribed in (b) above, Applicant agrees
that any service of process or other notice ofllpgacess may be served upon it by mail or hanivelsl if sent to:

at

in
the State of New York, which Applicant now confiribfias designated as its authorized agent folicgenf process with respect to the
courts located in the State of New York in relatiorthe Credit and this Agreement.

(d) Applicant agrees that nothing in this Agreenmsmll affect Citibank’s right to serve processity other manner permitted by law or
to commence legal proceedings or otherwise proageathst Applicant in any other jurisdiction. Apglitt agrees that final judgment
against it in any action or proceeding shall beoerdable in any other jurisdiction within or outsithe United States by suit on the
judgment, a certified copy of which shall be cosohe evidence of the judgme!




27. JURY TRIAL WAIVER.

APPLICANT AND CITIBANK EACH IRREVOCABLY WAIVES ITS  RIGHT TO A JURY TRIAL OF ANY CLAIM,
COUNTERCLAIM OR CAUSE OF ACTION BASED UPON OR ARISI NG OUT OF THIS AGREEMENT, THE CREDIT, OR
ANY DEALINGS WITH ONE ANOTHER RELATING TO THE SUBJE CT MATTER OF THIS AGREEMENT.

Applicant:
Pacific Drilling Gibraltar Limited Co-Applicant (if any):

Company Namu

Company Namu
/sl Christian Becke!

By: Authorized Signer

Christian Beckett By: Authorized Signe
Print Name
Director Print Name
Title
Care of Pacific Drilling Services, Inc Title
Address
3050 Post Oak Blvd., Suite 1500, Houston, TX 77 Address
November 29, 201
Date
Date

(For Citibank Use Only

Approvals to Issu

Relationship Manager (Signature & Star

Other required Signature & Star
AFSBLOC 04/0¢

Global Transaction Services www.transactionservicesitigroup.com
©2008 Citibank, N.A. All rights reserved. Citi andc®Design and
CitiDirect are service marks of Citigroup Inc., dsnd registered
throughout the worlc



Exhibit 4.7
GUARANTY

GUARANTY, dated as of November 29, 2011 (thiStaranty "), made by Pacific Drilling S.A., a company orgaed and existing
under the laws of Luxembourg (th&uarantor "), in favor of Citigroup Inc. and each subsidianyaffiliate thereof (including Citibank, N.A.
and each of its branches wherever located) (inofyds successors and assign€itt ”).

For good and valuable consideration, the receigtsaifficiency of which are hereby acknowledged, tmithduce Citibank, N.A. to enter
into an Agreement for Standby Letter of Creditedisas of November 29, 2011 (th&BLC Agreement”), with Pacific Drilling (Gibraltar)
Ltd., a Gibraltar company (theObligor "), as the applicant therein named, pursuant taktas therein provided, Citibank, N.A. in its
discretion may, inter aliaissue on or more stand-by or direct pay standtigrs of credit to Citibank Nigeria Ltd. to suppttre operations in
Nigeria of the dynamical-positioned drill ship named “Pacific Scirocco” €thVessel’) owned by the Obligor’s subsidiary, Pacific Scico
Ltd., a Liberian corporation ( theOwner "), the Guarantor agrees as follows:

1. Guaranty The Guarantor unconditionally guarantees the juatpayment when due, whether upon maturity, lmekscation or
otherwise, of all obligations (now or hereafterstixig) of the Obligor under the SBLC Agreement angl other agreement or instrument
relating thereto (all of the foregoing being, cotleely, the “L/C Related Documents’), whether for principal, interest, fees, expenges
otherwise, in each case strictly in accordance thighterms thereof (all such obligations being‘ti@bligations ). If the Obligor fails to pay
any Obligation in full when due (whether at stategkurity, by acceleration or otherwise), the Guerawill promptly pay the same to Citi. The
Guarantor will also pay to Citi any and all expenéacluding without limitation, reasonable legeé$ and expenses) incurred by Citi in
enforcing its rights under this Guaranty. This Guiy is a guaranty of payment and not merely dectibn.

2. Guaranty AbsoluteThe liability of the Guarantor under this Guasasiall be irrevocable, absolute and unconditimespective of,
and the Guarantor hereby irrevocably waives angrdefs it may now or hereafter acquire in any wkating to, any or all of the following:
(i) any illegality, lack of validity or enforceality of any Obligation, (ii) any amendment, modificen, waiver or consent to departure from the
terms of any Obligation, including any renewal gtemsion of the time or change of the manner czglaf payment, (iii) any exchange,
substitution, release, non-perfection or impairn@rény collateral securing payment of any Obligati(iv) any change in the corporate
existence, structure or ownership of the Obligomy insolvency, bankruptcy, reorganization oreotsimilar proceeding affecting the Obligor
or its assets or any resulting release or dischafrgay Obligation, (v) the existence of any clasat-off or other rights that the Guarantor may
have at any time against the Obligor, Citi, or attyer corporation or person, whether in connedtierewith or any unrelated transactions,
provided that nothing herein will prevent the assarof any such claim by separate suit or compylsounterclaim, (vi) any law, regulation,
decree or order of any jurisdiction, or any othezrd, affecting any term of any Obligation or Gitiights with respect thereto, including,
without limitation: (A) the application of any sutdw, regulation, decree or order, including angmpapproval, which would prevent the
exchange of a Non-USD Currency (as hereinaftenddjifor U.S. Dollars or the remittance of fundssale of such jurisdiction or the
unavailability of U.S. Dollars in any legal exchangiarket in such jurisdiction in accordance withmal commercial practice; or (B) a
declaration of banking moratorium or any suspensigpayments by banks in such jurisdiction or t@asition by such jurisdiction or any
governmental authority thereof of any moratorium thie required rescheduling or restructuring ofiequired approval of payments on, any
indebtedness in such jurisdiction; or (C) any eppiadion, confiscation, nationalization or requisit by such country or any governmental
authority that directly or indirectly deprives tldligor of any assets or their use or of the aptlitoperate its business or a material part
thereof; or (D) any war (whether or not declar@&a§urrection, revolution, hostile act, civil striée similar events occurring in such jurisdiction
which has the same effect as the events describdduse (A), (B) or (C) above (in each of the sasantemplated in clauses (A) through
(D) above, to the extent occurring or existing oiany time after the date of this Guaranty), @ijl any other circumstance (including,
without limitation, any statute of limitations) any existence of ¢




reliance on any representation by Citi that mightowise constitute a defense available to, ogaller equitable discharge of, the Obligor or
the Guarantor or any other guarantor or suretyefdtiian the defense of payment or performance).

Without limiting the generality of the foregoindpet Guarantor guarantees that it shall pay Cittthjrin accordance with the express te
of any document or agreement evidencing any Olitigaincluding in the amounts and in the currencgressly agreed to thereunder,
irrespective of and without giving effect to anywkaof the jurisdiction where the Obligor is prinaily located in effect from time to time, or
any order, decree or regulation in the jurisdictidrere the Obligor is principally located.

It is the intent of this Section 2 that the Guasaistobligations hereunder are and shall be absand unconditional under any and all
circumstances.

3. Waiver. The Guarantor waives promptness, diligence, aaifacceptance, notice of dishonor and any otbgcewith respect to any
Obligation and this Guaranty and any requiremeatt @iti exercise any right or take any action agiihe Obligor or any collateral security or
credit support.

4. ReinstatementThis Guaranty will continue to be effective orde@nstated, as the case may be, if at any timepaggnent of any
Obligation is rescinded or must otherwise be retdrby Citi upon the insolvency, bankruptcy or remigation of the Obligor or otherwise, all
as though such payment had not been made.

5. Subrogation The Guarantor will not assert, enforce or otheengxercise any rights which it may acquire by wisubrogation under
this Guaranty, by any payment made hereunder enetke, until payment in full of the Obligationsdatihe termination of any and all
agreements under which Citi is committed to proveggensions of credit.

6. Taxes Any and all payments by the Guarantor hereundiébe made free and clear of and without deducfmmany and all present
future taxes, levies, imposts, deductions, chaogegthholdings, and all liabilities with respetiereto, excluding income or franchise taxes
imposed on Citi’s net income by the jurisdictiorden the laws of which Citi is organized or any pcéil subdivision thereof or by the
jurisdiction of Cit’s lending office or any political subdivision tleaf (all such non-excluded taxes, levies, impatsluctions, charges,
withholdings and liabilities being Taxes”). If the Guarantor is required by law to dedusy&axes from or in respect of any sum payable
hereunder (i) the sum payable will be increaseahag be necessary so that after making all requegliictions (including deductions
applicable to additional sums payable under thigi®e) Citi will receive an amount equal to the sitiwould have received had no such
deductions been made, (ii) the Guarantor will msikeh deductions, and (iii) the Guarantor will plag full amount deducted to the relevant
taxation authority or other authority in accordamg#h applicable law. In addition, the Guarantoll\yway any present or future stamp or
documentary taxes or any other excise or propaxys, charges or similar levies that arise frompyment made hereunder or from the
execution, delivery or registration of, or othervigith respect to, this Guaranty or the Obligatifh®ther Taxes”). The Guarantor will
promptly furnish to Citi the original or a certifiecopy of a receipt evidencing payment thereof. Garantor will indemnify Citi for the full
amount of Taxes or Other Taxes paid by Citi or ketyility (including penalties, interest and expesparising therefrom or with respect
thereto, whether or not such Taxes or Other Taxae worrectly or legally asserted, within 30 daly€ibi's request therefor. Without prejudice
to the survival of any other agreement containgdihethe Guarantor’'s agreements and obligationsaiioed in this Section will survive the
payment in full of the Obligations, principal anderest hereunder and any termination of this Gugra

7. Place and Currency of Paymeifitany Obligation is payable in U.S. Dollars, @Bearantor will make payment hereunder to Citi il$.
Dollars at 399 Park Avenue, New York, New York ack other location in the United States of AmedseCiti specifies to the Guarantor. If
any Obligation is payable in a currency other tbia8. Dollars (a ‘Non-USD Currency”), the Guarantor will, at Citi's option, eithel) finake
payment in such




Non-USD Currency at the place where such Obligatiqraigable, or (ii) pay Citi in U.S. Dollars at 398rR Avenue, New York, New York or
such other location in the United States as Céciies to the Guarantor. In the event of a paymemnsuant to clause (ii) above, the Guarantor
will pay Citi the equivalent of the amount of su@bligation in U.S. Dollars calculated at the ratexchange at which, in accordance with
normal banking procedures, Citi may buy such NomWairrency in New York, New York on the date thea@antor makes such payment;
provided, however, that the foregoing provisions of this sentencaisiot apply to any payments hereunder in respieCtbligations that have
been re-denominated into a Na¥sD Currency as a result of the application of ky, order, decree or regulation in any jurisdietather tha
the United States, which Obligations shall, forgmses of this Guaranty, be deemed to remain deradedrin U.S. Dollars and payable to Citi
in accordance with the first sentence of this ®ecti

8. SetOff . If the Guarantor fails to pay any of its obligats hereunder when due and payable, Citi is audmt any time and from
time to time, to set off and apply any and all dgfso(general or special, time or demand, provilion final) at any time held and other
indebtedness at any time owing by Citi to or fa Guarantor’s credit or account against any andfalie Obligations, whether or not Citi has
made any demand under this Guaranty. Citi will gptynnotify the Guarantor after any such set-offl @pplication, provided that the failure to
give such notice will not affect the validity ofduset-off and application. Citi’s rights understidection are in addition to other rights and
remedies (including, without limitation, other righof set-off) that Citi may have.

9. Representations and Warrantid$ie Guarantor represents and warrants that:

(i) the execution, delivery and performance by@uarantor of this Guaranty are within its corponadevers, have been duly
authorized by all necessary corporate action, andad contravene (x) its charter or by-laws orggy law or any contractual restriction
binding on or affecting the Guarantor or any erttityt controls it;

(i) no authorization or approval or other action Bnd no notice to or filing with, any governmdraathority or regulatory body or
any other third party is required for the due exiecy delivery and performance by the Guarantahaf Guaranty;

(iii) this Guaranty has been duly executed andveedid by the Guarantor and is its legal, valid bimdling obligation, enforceable
against the Guarantor in accordance with its terms;

(iv) the consolidated balance sheets of the Guaramid its subsidiaries as at December 31, 20XD{tenrelated consolidated
statements of income and retained earnings of tleedhtor and its subsidiaries for the fiscal ybantended, copies of which have been
furnished to Citi, fairly present the financial cbtion of the Guarantor and its subsidiaries asuah date and the results of the operations
of the Guarantor and its subsidiaries for the pkenoded on such date, all in accordance with génaecepted accounting principles
consistently applied, and since December 31, 20i0e has been no material adverse change in siedss, condition (financial or
otherwise), operations, performance, propertiggaspects of the Guarantor or of the Guarantoritsrglibsidiaries taken as a whole;

(v) there is no action, suit, investigation or preding pending against, or to the Guarantor’s kedge, threatened against or
affecting the Guarantor or any of its subsidiatiefore any court or arbitrator or any governmehtaly, agency or official in which there
is a material likelihood of an adverse decisionchitould reasonably be expected to have a masehiadrse affect on the business,
condition (financial or other), operations, perfamoe, properties or prospects of the Guarantoitastibsidiaries, taken as a whole, or
which would impair the ability of the Guarantorgerform its obligations hereunder, or which in amgnner draws into question the
legality, validity or enforceability of this Guargmn

(vi) no report, financial statement, certificateadher information furnished (whether in writing anally) by or on behalf of the
Guarantor to Citi in connection with the transacsi@ontemplated hereby and the negotiation ofGhiaranty or delivered hereunder (as
modified or supplemented by other information smithed) contains any material misstatement ofdacimits to state any material fact
necessary to



make the statements therein, in the light of theuohstances under which they were made, not misigadrovided that, with respect to
any projected financial information, the Guaramgpresents only that such information was preparegod faith based upon
assumptions believed to be reasonable at the Hnuk;

(vii) each of the Guarantor and each of its comsdéid subsidiaries is, individually and togethethvitis subsidiaries, Solvent. “
Solvent” means, with respect to any person on a partialdée, that on such date (a) the present fair kalethue of the assets of such
person is not less than the amount that will beiireq to pay the probable liability of such personits debts as they become absolute
matured, (b) such person does not intend to, ard dot believe that it will, incur debts or liab#s beyond such person’s ability to pay
as such debts and liabilities mature and (c) sechgn is not engaged in business or a transaetimhis not about to engage in busine:
a transaction, for which person’s property wouldubesasonably small in relation to such businessioh transaction.

On the date that SBLC Agreement has been entetedand on each date that a Letter of Credit utiteSBLC Agreement is issued or
renewed, the Guarantor will be deemed to have septed and warranted that all of the foregoingestants are true on such date.

10. Covenants So long as this Guaranty is in effect, the Gutanawill:

(i) as soon as available, if at all, after the ehdach of the first three quarters of each figear of the Guarantor, deliver to Citi
consolidated balance sheets of the Guarantor arsdlisidiaries as of the end of such quarter ansotiolated statements of income and
cash flows of the Guarantor and its subsidiarieshife period commencing at the end of the previmesl year and ending with the enc
such quarter, duly certified (subject to year-endibadjustments) by the Guarantor’s chief finahofficer as having been prepared in
accordance with generally accepted accounting ipiee (GAAP as defined in section (vi) (a) below);

(i) as soon as available and in any event wittilb dlays after the end of each fiscal year of thar@utor, deliver to Citi a copy of
the annual audit report for such year for the Guimraand its subsidiaries, containing a consolididt@lance sheet of the Guarantor and its
subsidiaries as of the end of such fiscal yearcamgolidated statements of income and cash flowlseoGuarantor and its subsidiaries
such fiscal year, in each case accompanied by imipamcceptable to Citi by independent public antants acceptable to Citi;

(iii) as soon as possible, and in any event wifivia days after obtaining knowledge of each Guamaktent of Default (as defined
in Section 11) and each event which, with the gj\if notice and/or the passage of time would ctrtstia Guarantor Event of Default (a
“ Guarantor Default "), deliver to Citi a statement of the Guarantafsef financial officer, setting forth details afich Guarantor Event
of Default or Guarantor Default and the action that Guarantor has taken or proposes to take wdect thereto;

(iv) at any reasonable time and from time to tipermit Citi and any of its agents or representatioeexamine and make copies of
and abstracts from the records and books of acafuand visit the properties of, the Guarantor ang of its subsidiaries, and to discuss
the affairs, finances and accounts of the Guaranidrits subsidiaries with any of their officersdirectors and with their independent
certified public accountants;

(v) ensure that the SBLC Agreement contains (y3ant of default which is triggered by the occucenf a Guarantor Event of
Default, and (z) an event of default which is teged in the event that this Guaranty ceases tedsd, Ivalid, binding or enforceable
against the Guarantor in accordance with its terms.

(a) Consolidated Tangible Net WortMaintain at all times a Consolidated Tangible Médrth of at least US$1 billion.

“ Consolidated Tangible Net Worthmeans, as of any date of determination, constditlahareholders equity of Guarantor and its
subsidiaries determined in accordance with geneaaltepted accounting principles
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from time to time in effect in the United States)mternational Financial Reporting Standards g by the International Accounting
Standards Board, as in effect from time to timensistently applied (* GAAP), but excluding the effect on shareholders eqaftgumulative
foreign exchange translation adjustments, andtlesaet book amount of all assets of Guarantoritsrglibsidiaries that would be classified as
intangible assets on the consolidated balance sfi€@itarantor as of such date prepared in accoedaitb GAAP. For purposes of this
definition, SPVs shall be accounted for pursuarth&éequity method of accounting.

(b) Total Debt to Total Capitalization Ratid/aintain, at the end of each fiscal quarter oamtor, a ratio of Total Debt to Total
Capitalization (each as defined below) for the fiiszal quarters ended as of the end of such quastegreater than 3.0:5.0.

“ Total Debt” means, as to Guarantor and its Consolidated Sistvss at any time, the aggregate sum of (apdkibtedness (as reflected
on the Consolidated balance sheet of Guarantad J@n(without duplication):

(i) moneys borrowed;
(if) any amount raised by acceptance under anyptanee credit facility or dematerialised equivajent

(iii) any amount raised pursuant to any note puseHacility or the issue of bonds, notes, debestuoan stock or any similar
instrument;

(iv) the amount of any liability in respect of al@ase or hire purchase contract that, in accordaitbel FRS, would be treated as a
finance or capital lease;

(v) receivables sold or discounted (other thanraogivables to the extent they are sold on a noodrse basis);

(vi) the amount of any liability in respect of apyrchase price for assets or services the paynfievtioh is deferred for a period in
excess of ninety (90) days in order to raise figamicto finance the acquisition of those asseteorices;

(vii) any amount raised under any other transadiiociuding any forward sale or purchase agreemeai)ng the commercial effe
of a borrowing;

(viii) any derivative transaction entered into mnoection with protection against or benefit frdocfuation in any rate or price
(and, when calculating the value of any derivative;

(ix) transaction, the marked to market value shatlbe taken into account until such time as tfevent derivative transaction is
terminated);

(x) any counter-indemnity obligation in respecaajuarantee, indemnity, bond, standby;

(xi) or documentary letter of credit or any othestrument issued by a bank or financial or othstitition; and

(xii) the amount of any liability (without duplidan) in respect of any guarantee or indemnity foy af the items referred to in
paragraphs (i) to (xi) of this definition.

“ Total Capitalizatiori’ means, as of any date of determination, the stiifotal Debt plus Consolidated Tangible Net Worsho& such
date.

(vii) notify Citi promptly if:

(a) any payment is made by Total E&P Nigeria Lédcompany organized under the laws of the FedexpliBRic of Nigeria (“
Total "), in respect of the Temporary Import Bond purduarthe reimbursement obligations contained intiSect.8.4 of the
Offshore Drilling Contract—NTD00001073, dated J&fe 2011 (as the same may be from time to time dewrsupplemented or
otherwise modified, the “ Drilling Contrat}), between Total, and the Owner and Pacific Iragional Drilling West Africa Limited,
a Nigerian corporation (PIDWAL 7);



(b) the Vessel suffers a Total Loss or Major Cayualent (as defined in the Project Facilities Agrent, dated 9 September
2010, between the Owner as a borrower, the otheowers and guarantor therein named, DnB NOR BaB8k And the other
parties therein named (as the same may be fromttitime amended, supplemented or otherwise matjifree “PFA ™));

(c) Total, on the one hand, or the Owner or PIDWaAdl|ectively as Contractor, on the other handeginotice to the other
party of a material breach or material default urttle Drilling Contract, or either party repudiateshreatens to repudiate a
Drilling Document; or

(d) a Change of Control (defined below) occurs.

A “ Change of Control means:

(i) The Guarantor ceases to own and control, dirextindirectly, free and clear of encumbranceéo than the security interest of
the lenders and hedging parties under the PFA) df2¥te issued and outstanding Equity Interestsaaifie Drilling Limited, a Liberian
corporation, the Obligor, or Pacific Scirocco Lt L iberian corporation.

(i) Any one or more of the current direct or iretit beneficial equity owners of the Guarantor (geinch beneficial owners as of
the date of this Guaranty) cease to own and cqordii@ctly or indirectly, more than 50% of the isduand outstanding equity interests of
the Guarantor.

11. Guarantor Events of DefaulEach of the following events constitutes @ufarantor Event of Default ™

(i) the Guarantor fails to pay any principal amopayable under this Guaranty when the same shedifbe due and payable or
(b) the Guarantor shall fail to pay any interesinatke any other payment under this Guaranty, ih ease under this clause (b) within
five (5) Business Days after the same shall becdueeand payable;

(i) (x) the Guarantor fails to perform or obsersgy term, covenant or agreement contained in Sed&0d(iii), (iv) or (vi); or (y) the
Guarantor fails to perform or observe any othenterovenant or agreement contained in this Guaiéstych failure remains unremedi
for 10 days after written notice thereof has begerrgto the Guarantor by Citi;

(ii) any representation or warranty made or deemeade by the Guarantor herein proves to have lmrect in any material
respect when made or deemed made;

(iv) the Guarantor or any of its subsidiaries f&dgpay any principal of or premium or interestasy indebtedness for borrowed
money that is outstanding in a principal or notiaraount of at least US$ 5,000,000 in the aggregaten the same becomes due and
payable (whether by scheduled maturity, requiregb@yment, acceleration, demand or otherwise), add failure continues after the
applicable grace period, if any, specified in tgee@ment or instrument relating to such indebtesiresany other event shall occur or
condition exists under any agreement or instrumalating to any such indebtedness and continues thié applicable grace period, if
any, specified in such agreement or instrumenheifeffect of such event or condition is to acakethe maturity of such indebtedness
any such indebtedness is declared to be due aradblgayr required to be prepaid or redeemed (dtzar by a regularly scheduled
required prepayment or redemption), purchased feeded, or an offer to prepay, redeem, purchadefease such indebtedness is
required to be made, in each case prior to thedswtaturity thereof;

(v) the Guarantor or any of its subsidiaries isegalty not paying its debts as such debts becoreeahadmits in writing its
inability to pay such debts generally, or makegmegal assignment for the benefit of creditorsror proceeding is instituted by or
against the Guarantor or any of its subsidiariekisg to adjudicate it a bankrupt or insolventseeking liquidation, winding up,
reorganization, arrangement, adjustment, protectiief, or composition under any law relatingoemkruptcy, insolvency or
reorganization or relief of debtors, or seekingeh&y of an order for relief or the appointmentof
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receiver, trustee, custodian or other similar ddfifor the Guarantor or any of its subsidiariesarrany substantial part of the Guarantor’'s
or such subsidiary’s property and, in the casengfsuch proceeding instituted against the Guaramteuch subsidiary (but not instituted
by the Guarantor or such subsidiary), either suckgeding remains undismissed or unstayed foriagef 30 days, or any of the actic
sought in such proceeding (including, without liaibn, the entry of an order for relief againsttter appointment of a receiver, trustee,
custodian or other similar official) occurs; or tBearantor or any of its subsidiaries takes anpa@te action to authorize any of the
actions set forth above in this subsection (v);

(vi) any judgment or order for the payment of moiregxcess of US$ 5,000,000 is rendered againgbtiaantor or any of its
subsidiaries and either (x) enforcement proceediage been commenced by any creditor upon suchrjedgor order or (y) there is any
period of 10 consecutive days during which a stagndorcement of such judgment or order, by readfaanpending appeal or otherwise,
is not in effect; and

(vii) a Change of Control shall occur.

Upon the occurrence and during the continuance@iiaantor Event of Default and upon the demar@itbhinade from time to time, the
Guarantor will purchase from, and pay Citi for, thestanding Obligations (including any conting®igations) at a purchase price equal to
the aggregate amount of the outstanding Obligafimrctuding any contingent Obligations); provideaWever, that the Guarantor’s obligation
to make such purchase shall be automatic (anasizti not be required to make demand therefore)ddiately upon the occurrence of a
Guarantor Event of Default set forth in clausedfdhis Section. Such purchase will be made net ldtan 12:00 noon two business days after
the date of such demand for purchase, and in & plad currency as set forth in Section 7; providether however, that such purchase sha
made immediately upon the occurrence of a Guardhtent of Default set forth in clause (v) of thiscBon. The Guarantor hereby agrees that
the purchase of the Obligations (including any oaygnt Obligations) by it hereunder will be withaatourse to or representation or warranty
by Citi. The foregoing remedy is in addition to asther rights and remedies otherwise availableitip i€cluding without limitation, any rights
and remedies available to it under the documenitsstruments evidencing the Obligations (includémy contingent Obligations).

12. Continuing GuarantyThis is a continuing guaranty and applies t@diligations whenever arising. This Guaranty isvioeable and
will remain in full force and effect until the paymt in full of the Obligations and all amounts palgahereunder and the termination of all of
the agreements relating to the Obligations. Notst&hding anything to the contrary in this Secti@rot in this Guaranty, upon the
consummation and effectiveness of a separate agredm“Replacement Agreement) governing the issuance of a letter of creditiesn,
among other parties, Citi and the Obligor, wherébtgr alia, (v) the SBLC has been terminated, @ideach Credit (as therein defined) issued
under the SBLC then outstanding has been retume&iitand cancelled or has been assumed as adétteedit issued by Citi as issuing bank
under the Replacement Agreement, and (x) all Otitiga (as therein defined) under the SBLC (inclgdivithout limitation payment and
indemnity obligations) have been assumed (tAssumed Obligations”) by the Obligor under the Replacement Agreemend (y) a
guarantor satisfactory to Citi in form and substasatisfactory to Citi has guaranteed all obligaiof the Obligor under the Replacement
Agreement, and (z) Citi has received such secaatisfactory to it under the Replacement Agreentbaty thereupon this Guaranty, and all
obligations of the Guarantor hereunder, shall imiatety terminate and be of no further force an@&f{but without limitation of the Obligor’s
obligations to perform the Assumed Obligations urtde Replacement Agreement).

13. Amendments, EtcNo amendment or waiver of any provision of thisa@nty, and no consent to departure by the Guarant
herefrom, will in any event be effective unless shene is in writing and signed by Citibank, N.An, lehalf of Citi, and then such waiver or
consent will be effective only in the specific iaste and for the specific purpose for which given.

14. AddressesAll notices and other communications providedHereunder will be in writing (including telecopismmunication), and
mailed, telecopied or delivered to it, if to theaBantor, at its address at 3050 Post
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Oak Blvd., Suite 1500, Houston Texas 77056, AttentChristian J. Beckett, and if to Citi, at itdaelss c/o Citibank, N.A.,

, Attention: Department, or, as
to either party, at such other address as is datgdrby such party in a written notice to the otheaty. All such notices and other
communications will, when mailed or telecopied gfiective when deposited in the mails or telecopiedpectively.

15. Guarantds Credit Decision, EtcThe Guarantor has, independently and withouamek on Citi and based on such documents and
information as the Guarantor has deemed appropriade its own credit analysis and decision torénte this Guaranty. The Guarantor has
adequate means to obtain from the Obligor on amaing basis information concerning the financiahdition, operations and business of the
Obligor, and the Guarantor is not relying on Qitprovide such information now or in the future eTGuarantor acknowledges that it will
receive substantial direct and indirect benefitfrihe extensions of credit contemplated by thisr@uty.

16. Judgment If for the purposes of obtaining judgment in aoyrt it is necessary to convert a sum due hergund£.S. Dollars into a
Non-USD Currency, the Guarantor agrees that the fadé@ahange used will be that at which, in accor@anith normal banking procedures,
Citi could purchase U.S. Dollars with such Non-USDrrency on the business day preceding that onhafiial judgment is given. The
obligation of the Guarantor in respect of any sura bereunder will, notwithstanding any judgmera iNonUSD Currency, be discharged o
to the extent that on the date the Guarantor mp&gsent to Citi of any sum adjudged to be so duiah Non-USD Currency, Citi may, in
accordance with normal banking procedures, purcbaSeDollars with such Non-USD Currency; if theSUDollars so purchased are less than
the sum originally due to Citi in U.S. Dollars, tBeiarantor agrees, as a separate obligation amdthstanding any such judgment, to
indemnify Citi against such loss, and if the U.®8llBrs so purchased exceed the sum originally du@&iti in U.S. Dollars, Citi agrees to remit
to the Guarantor such excess.

17. Governing Law This Guaranty shall be governed by, and constimedcordance with, the laws of the State of NewwkY

18. Consent to Jurisdiction, Efthe Guarantor irrevocably and unconditionally (ipmits to the non-exclusive jurisdiction of any New
York State or Federal court located in the Couritf@w York, State of New York, over any suit, actior proceeding arising out of or relating
to this Guaranty, (ii) accepts for itself and ispect of its property the jurisdiction of such dsuand (iii) waives any objection to the laying of
venue of any such suit, action or proceeding broirghny such courts and any claim that any sudhattion or proceeding has been brought
in an inconvenient forum. The Guarantor herebywooably appoints CT Corporation System (tHerbcess Agent) with an office on the date
hereof at 111 Eighth Avenue, 3 Floor, New York 1D0United States, as its agent to receive on beh#ie Guarantor and its property
service of copies of the summons and complaintaarydother notice, document or process which maselbeed in such suit, action or
proceeding. Such service may be made by mailirdglivering a copy of such process to the Guarantoare of the Process Agent, and the
Guarantor hereby irrevocably authorizes and dirdetdProcess Agent to accept such service onlitslbés an alternative method of service,
the Guarantor also irrevocably consents to thegeof any and all process in any such action oceeding by the mailing of copies of such
process to the Company at its address specifi€@ation 14. A final judgment in any such suit, actor proceeding will be conclusive and r
be enforced in other jurisdictions by suit on thegment or in any other manner provided by law.hig herein will affect the right of Citi to
serve legal process in any other manner permitgdev or affect Citi's right to bring any suit, & or proceeding against the Guarantor or its
property in the courts of other jurisdictions. e textent that the Guarantor has or hereafter rogyitee any immunity from jurisdiction of any
court or from any legal process (whether throughiise or notice, attachment prior to judgment, @ttaent in aid of execution, execution or
otherwise) with respect to itself or its propettye Guarantor irrevocably waives such immunitydgspect of its obligations under this Guara
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19. WAIVER OF JURY TRIAL. THE GUARANTOR IRREVOCABLY WAIVES ALL RIGHT TO TRAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASEDNDCONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR
RELATING TO THIS GUARANTY OR CITI'S ACTIONS IN THENEGOTIATION, ADMINISTRATION OR ENFORCEMENT HEREOF.

Pacific Drilling S.A.

By /s/ Christian J. Beckett
Name: Christian J. Becke
Title: Chief Executive Office




Exhibit 4.8
LETTER OF CREDIT PLEDGE FORM

PLEDGE AGREEMENT

PLEDGE AGREEMENT, dated as diovember 29, 201betweerPACIFIC DRILLING ( GIBRALTAR) LTD |, a corporation
organized and existing under the laws of Gibraliagether with its successors and permitted assthas'Pledgor”), and CITIBANK, N.A.
(together with its successors and assigns, thekBan

PRELIMINARY STATEMENTS:

(1) The Pledgor has deposited the amount of $56)000n a special non-interest bearing cash codhtecount (the Account”) with
the Bank at its office at 399 Park Avenue, New Ydtkw York 10022, Account No. xxxx in the name dfiliank N.A. FBO Pacific
Drilling Operations Ltd/Rig Il but under the solertrol and dominion of the Bank and subject totérens of this Agreement.

(2) The Bank has been requested to issue, andtlaétetate hereof may be requested to issue (ighaiderstood that any future issuances
are at the sole discretion of the Bank), one orenudiits irrevocable letters of credit listed orh8dule A attached hereto and made a part
hereof, which Schedule A may be amended, supplesdentotherwise modified from time to time pursutanthe terms hereof (each si
letter of credit, as amended or otherwise modifiech time to time, a ‘Letter of Credit ") for the benefit of the beneficiaries listed on
Schedule A, in the face amounts listed on Schefluénd for the account of the Pledgor pursuanti® @ more Applications and
Agreements for Standby Letters of Credit listedS@hedule A (together with any related instruments @documents, as the same may be
amended, supplemented or otherwise modified frome tio time, the ‘Applications ).

(3) It is a condition precedent to the issuancthefLetters of Credit that the Pledgor shall haeslenthe pledge contemplated by this
Agreement. The Pledgor will derive substantial cliend indirect benefit from the transactions comiated by the Letters of Credit.

NOW THEREFORE, in consideration of the premisesiarmtder to induce the Bank to issue the LettéiSredit, the Pledgor hereby
agrees as follows:

SECTION 1. PledgeThe Pledgor hereby pledges to the Bank, and gtarthe Bank a security interest in and expregs of setoff
against, all of the right, title and interest of tAledgor in, to and under the following propewhether now owned or existing or hereafter from
time to time acquired or coming into existence lglvely, the “Collateral ”):

(a) the Account, all funds held therein or crediteereto, all rights to renew or withdraw the saar] all certificates and instruments, if
any, from time to time representing or evidencing Account;

(b) any notes, deposit accounts, certificates pbdi or instruments evidencing the Account or amds held in or credited to the
Account or otherwise carried in the Account;

(c) any financial assets (as defined in Sectidi®8¢a)(9) of the Uniform Commercial Code in effecthe State of New York from time
time (the “Code”))or investment property arising out of the investtrifrany funds held in or credited to the Accounbtherwise carrie
in the Account and any security entittement (asnaef in Section 8-102(a)(17) of the Code) with eetfio such financial assets or
investment property;

(d) any interest, dividends, cash, instrumentsathdr property from time to time received, receleadr otherwise distributed in respect
of or in exchange for any or all of the then exigtCollateral; and

(e) all proceeds of any and all of the foregoindlateral.

The Pledgor and the Bank agree that the Bank Bha# sole control and dominion over the Collate



SECTION 2. Security for ObligationsThis Agreement secures the payment of (a) albabbns of the Pledgor now or hereafter existing
under and in connection with each Application, leetfor reimbursement of amounts drawn under artietef Credit, interest, fees, expenses
or otherwise, and (b) all obligations of the Pledgow or hereafter existing under this Agreemehts{ach obligations of the Pledgor being
collectively the “Obligations”).

SECTION 3._Delivery of CollateralAll certificates or instruments, if any, represieg or evidencing the Collateral or any portioerof
shall be delivered to and held by or on behalhefBank pursuant hereto and shall be in suitalsha for transfer by delivery, or shall be
accompanied by duly executed instruments of tramsfassignment in blank, all in form and substasetisfactory to the Bank. The Bank shall
have the right, at any time in its discretion arthaut notice to the Pledgor, to transfer to oristgr in the name of the Bank or any of its
nominees any or all of the Collateral. In addititire Bank shall have the right at any time to ergescertificates or instruments representir
evidencing Collateral for certificates or instrurteeaf smaller or larger denominations.

SECTION 4. Maintaining the AccounSo long as any Letter of Credit shall remain @utding or any amount shall remain unpaid under
an Application, the Pledgor will maintain the Acabwvith the Bank; and it shall be a term and cdadibf the Account, notwithstanding any
term or condition to the contrary in any other agnent relating to the Account, that:

(a) the Bank will have sole control and dominioriothe Account and any security entittement retatmthe Collateral;

(b) all financial assets (other than cash) credibeithe Account will be registered in the namehaf Bank, indorsed to the Bank or in bl
or credited to a security account (as defined ictiSe 8-501 of the Code) maintained in the nam#hefBank, and in no case will any
such financial asset be registered in the Pledganse, payable to its order or specially indorgeith¢ Pledgor unless further indorsed to
the Bank or in blank;

(c) all interest on the Account, distributions @spect of any financial assets credited to the Bwetand all other proceeds of the
Collateral will be deposited and held in the Accpamd

(d) except as otherwise provided by the provisminSection 6 and Section 13, no amount (includirtgrest on the Account or
distributions in respect of any financial assetslited to the Account or other proceeds of anya@eial) will be paid or released to or for
the account of, or withdrawn by or for the accoofthe Pledgor or any other person or entity ftbe Account.

The Account shall be subject to such applicablesJaamd such applicable regulations of the Boar@mfernors of the Federal Reserve System
and of any other appropriate banking or governmettnority, as may now or hereafter be in effétte parties acknowledge and agree that
the Account is a “deposit account” with respecany cash credited to the Account and is a “seegriiccount” with respect to any financial
assets (other than cash) credited to the Accoudtiteat the Bank is a “securities intermediary” dafined in Section 8-102(14) of the Code)
with respect to such securities account.

SECTION 5._Investing of Amounts in the Account requested by the Pledgor, the Bank may, stilbjethe provisions of Section 6 and
Section 13, from time to time (&) invest amountsieposit in the Account in sweep investments offdrg the Bank or such deposit accounts,
certificates of deposit, bankers’ acceptances, ibslbtuments, investment property or financial &sas the Pledgor may select and the Bank
may approve in its discretion and (b) invest indepaid on the property referred to in clause f@va, and reinvest other proceeds of any such
property which may mature or be sold, in each aasgeep investments offered by the Bank or sugtosie accounts, certificates of deposit,
bankers’acceptances, debt instruments, investment propeftgancial assets as the Pledgor may selectta@ank may approve. Interest
proceeds that are not invested or reinvested asde above will be deposited and held in the Aetolihe Bank and the Pledgor agree the
property (other than cash) referred to in this Beacd and carried in the Account shall be treatefirmncial assets under Article 8 of the Code.
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SECTION 6. Release of AmountS§o long as no Event of Default (as defined in Application, an “Event of Default”) or event which
with the giving of notice or the lapse of time,bmth, would become an Event of Default shall haseuared and be continuing, the Bank will
pay and release to the Pledgor or at its ordeheatequest of the Pledgor, accrued interest ddgpapable on the Account and income in
respect of financial assets credited to the Accgoter than income constituting a return of thegpal thereof, whether upon sale,
redemption or maturity).

SECTION 7. Representations and Warranti€ee Pledgor represents and warrants as follows:

(a) The Pledgor is the legal and beneficial owrfehe Collateral free and clear of any lien, seguriterest, option or other charge or
encumbrance except for the security interest codayehis Agreement.

(b) The pledge of the Collateral pursuant to thiseement creates a valid and perfected first pyigecurity interest in the Collateral,
securing the payment of the Obligations.

(c) No consent of any other person or entity an@dumborization, approval or other action by, anchatice to or filing with, any
governmental authority or regulatory body is regditi) for the pledge by the Pledgor of the Colaltpursuant to this Agreement or for
the execution, delivery or performance of this Agment by the Pledgor, (ii) for the perfection orim@nance of the security interest
created hereby (including the first priority natafesuch security interest) or (iii) for the exeeiby the Bank of its rights and remedies
hereunder.

(d) There are no conditions precedent to the éffecess of this Agreement that have not been gatisi waived.
(e) The Pledgor is a corporation duly organizedidixaexisting and in good standing under the laf¢he jurisdiction of its organization.

(H The execution, delivery and performance byRtedgor of this Agreement and the transactionseroptated hereby are within the
Pledgor’s corporate powers, have been duly autbdiig all necessary corporate action, and do hobfitravene the Pledgor’s charter or
by-laws, (ii) violate any law, rule, regulationder, writ, judgment, injunction, decree, determimabor award, or (iii) conflict with or
result in the breach of, or constitute a defautternany material contract binding on or affecting Pledgor or any of its properties. This
Agreement has been duly executed and deliveretiebf?ledgor.

(g) This Agreement is the legal, valid and bindatgigation of the Pledgor, enforceable againstRleglgor in accordance with its terms.
SECTION 8._Delivery of Opinions, Etc.; Further Assnces (a) The Pledgor agrees to promptly provide thiedang to the Bank, each

in form and substance satisfactory to the Banla @punterpart of this Agreement duly executedhgyRledgor and the Bank; and (ii) opinion
(s) from counsel to the Pledgor as to such mattethe Bank may reasonably request.

(b) The Pledgor agrees that at any time and fram to time, at the expense of the Pledgor, thegelkedill promptly execute and deliver
all further instruments and documents, and tak&ugter action, that may be necessary or desirablthat the Bank may reasonably reques
order to perfect and protect any security integeanhted or purported to be granted hereby or tblertae Bank to exercise and enforce its ri
and remedies hereunder with respect to any Cddlater

SECTION 9. Transfers and Other LieniEhe Pledgor agrees that it will not (a) selligisgby operation of law or otherwise), or others
dispose of, or grant any option with respect ty, @inthe Collateral, or (b) create or permit togtxny lien, security interest, option or other
charge or encumbrance upon or with respect to &theoCollateral, except for the security intenastier this Agreement, or (c) file, authorize
or permit to be on file, in any jurisdiction, angdncing statement with respect to the Collaterallich the Bank is not named as the sole
secured party.




SECTION 10. Bank Appointed Attorneg-Fact. The Pledgor hereby appoints the Bank the Pledgdtorney-in-fact, with full authority
in the place and stead of the Pledgor and in theenaf the Pledgor or otherwise, from time to timeéhie Bank’s discretion to take any action
and to execute any instrument which the Bank ma&yrmeecessary or advisable to accomplish the puspafghis Agreement, including
without limitation, to receive, indorse and colledtinstruments made payable to the Pledgor reptesy any interest payment, dividend or
other distribution in respect of the Collateraboy part thereof and to give full discharge for shene.

SECTION 11. Bank May Performif the Pledgor fails to perform any agreementtamed herein, the Bank may itself perform, or eaus
performance of, such agreement, and the expengbe 8ank incurred in connection therewith shalpbgable by the Pledgor under
Section 14.

SECTION 12. The Barik Duties. The powers conferred on the Bank hereunder dedydo protect its interest in the Collateral astdhll
not impose any duty upon it to exercise any sucheps. Except for the safe custody of any Collaterétls possession and the accounting for
moneys actually received by it hereunder, the Bdratl have no duty as to any Collateral, includisgo (a) the investment or reinvestment of
the Collateral (except as provided in Section 5) ascertaining or taking action with respect thscaonversions, exchanges, maturities, ter
or other matters relative to any Collateral, whetirenot the Bank has or is deemed to have knovdedguch matters, or (c) the taking of any
necessary steps to preserve rights against angpartany other rights pertaining to any CollateFae Bank shall be deemed to have exer:
reasonable care in the custody and preservatianyfCollateral in its possession if such Collatesaccorded treatment substantially equal to
that which the Bank accords its own property.

SECTION 13. Remedies upon Default any Event of Default shall have occurred aeccbntinuing, then the Bank may take one or |
of the following actions:

(a) The Bank may, without notice to the Pledgoregt@s required by law and at any time or from timeme, charge, setoff and
otherwise apply all or any part of the Account agathe Obligations or any part thereof.

(b) The Bank may exercise in respect of the Cattdtén addition to other rights and remedies pded for herein or otherwise available
to it, all the rights and remedies of a securedypam default under the Code (whether or not thdeCapplies to the affected Collateral).

SECTION 14. ExpensesThe Pledgor will upon demand pay to the Bankatm®unt of any and all reasonable expenses, inautie
reasonable fees and expenses of its counsel ard/afxperts and agents, which the Bank may incaoimection with (a) the administration
this Agreement, (b) the custody or preservatioroothe sale of, collection from, or other reali@aatupon, any of the Collateral, (c) the
exercise, enforcement or preservation of any ofitites of the Bank hereunder or (d) the occurresfany Event of Default or the failure by
the Pledgor to perform or observe any of the pioris hereof.

SECTION 15. Security Interest Absolutall rights of the Bank and security interestseénerder, and all obligations of the Pledgor
hereunder, shall be absolute and unconditionadpeetive of:
(i) any lack of validity or enforceability of anyeltter of Credit, any Application or any other agneat or instrument relating thereto;

(ii) any change in the time, manner or place ofrpagt of, or in any other term of, all or any of tBbligations, or any other amendment
or waiver of or consent to departure from any lredfeCredit or any Application, including withoutditation, any increase in the
Obligations resulting from the extension of additibcredit to the Pledgor or any of its subsidisde otherwise;

(i) any taking, exchange, release or non-peréectf any other collateral, or any taking, releasamendment or waiver of or consent to
departure from any guaranty, for all or any of @iaigations;




(iv) any manner of application of collateral, oopeeds thereof, to all or any of the Obligationsarmy manner of sale or other disposition
of any collateral for all or any of the Obligatioosany other assets of the Pledgor or its sulrsidia

(v) any change, restructuring or termination of ¢beporate structure of the Pledgor or any ofitssidiaries; or
(vi) any other circumstance which might otherwisestitute a defense available to, or a dischargthefPledgor.
SECTION 16. Amendments, Efdo amendment or waiver of any provision of this égment, and no consent to any departure by the

Pledgor herefrom, shall in any event be effectinkess the same shall be in writing and signed byBiaink, and then such waiver or consent
shall be effective only in the specific instance &or the specific purpose for which given.

SECTION 17, Addresses for NoticeAll notices and other communications providedHereunder shall be in writing (including faxes)
and mailed, telecopied or delivered to it, if te filedgor, sent care Bhcific Drilling Services, Inc at 3050 Post Oak BlW., Suite 1500,
Houston, TX 77056, and if to the Bank, at its address at Citibanl4.N388 Greenwich Street, New York, New York 100A8ention: Robert
Malleck, or, as to either party, at such other addreshials be designated by such party in a writtenceotd the other party. All such notices
and other communications shall, when mailed ordake effective when deposited in the mails or daxespectively.

SECTION 18. Continuing Security Interesthis Agreement shall create a continuing secimigrest in the Collateral and shall
(a) remain in full force and effect until the paymhén full of the Obligations and all other amouptsyable under this Agreement and the expiry
of all Letters of Credit, (b) be binding upon thiedjjor, its successors and assigns, and (c) iouteetbenefit of, and be enforceable by, the
Bank and its respective successors, transfereeasmnghs. Upon the payment in full of the Obligasi@nd all other amounts payable under this
Agreement and the expiry of all Letters of Crettig security interest granted hereby shall terreimatd all rights to the Collateral shall revert
to the Pledgor. Upon any such termination, the Baiflk at the Pledgor’s expense, return to the Btedsuch of the Collateral as shall not have
been sold or otherwise applied pursuant to thegdraneof and execute and deliver to the Pledgdr dacuments as the Pledgor shall
reasonably request to evidence such termination.

SECTION 19. Governing Law; Termd his Agreement shall be governed by and constiuedcordance with the law of the State of
New York. Unless otherwise defined herein or in &pplication, terms defined in Article 8 and Arc® of the Code are used herein as the
defined. The parties agree that New York is thenkmjurisdiction” (as defined in Section 9-304thé Code) and the “securities intermediary’
jurisdictior” (as defined in Section 8-110 of the Code) withpect to the Bank for all purposes under this Agueret and under the Code.

SECTION 20. Consent to Jurisdiction

The Pledgor hereby irrevocably and uncondition@)igubmits, for itself and its property, to theneaclusive jurisdiction of any New York
State court or Federal court sitting in New YorkyCand any appellate court from any thereof, ip action or proceeding arising out of or
relating to this Agreement, (ii) agrees that adlicis in respect of any such action or proceeding Ineaheard and determined in any such New
York State court or, to the extent permitted by,lawsuch Federal court, (iii) waives, to the fatlextent it may effectively do so, the defens
an inconvenient forum to the maintenance of sutlo@or proceeding, (iv) consents to the servicarf and all process in any such action or
proceeding by the mailing of copies of such pro¢essT Corporation at 111 Eighth Avenue, New Yayl, 10011, United States of America,
or in any other manner permitted by applicable lamg (v) agrees that a final judgment in any swtiva or proceeding shall be conclusive
may be enforced in other jurisdictions by suit lea judgment or in any other manner provided by ldathing in this
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Agreement will affect the Bank’s right to servedégrocess in any other manner permitted by laaff@ct the Bank’s right to bring any action
or proceeding relating to this Agreement or thegeations contemplated hereby against the Pleddts property in the courts of any
jurisdiction. To the extent that the Pledgor habeneafter may acquire any immunity from jurisdiatiof any court or from s-off or any legal
process (whether through service or notice, attacttrprior to judgment, attachment in aid of exemutiexecution or otherwise) with respect to
itself or its property, the Pledgor hereby irrevglgavaives such immunity in respect of its obligats under this Agreement.

SECTION 21. WAIVER OF JURY TRIAL EACH OF THE PLEDGOR AND THE BANK IRREVOCABLY WAI¥S ALL RIGHT TC
TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERICAIM (WHETHER BASED ON CONTRACT, TORT OR
OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGRBEENT OR THE BANK'S ACTIONS IN THE NEGOTIATION,
ADMINISTRATION OR ENFORCEMENT HEREOF.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliverethby duly authorized
officers as of the date first written above.

PACIFIC DRILLING (GIBRALTAR) LTD
By: /s/ Christian J. Becke

Name: Christian J. Becke
Title: Director

CITIBANK, N.A.

By:  /s/ Authorized Representati'
Name:
Title:




SCHEDULE A (as of November 29, 2011)
(of Pledge Agreement dated as of November 29, P@tdeen Pacific Drilling Gibraltar Limited and

Citibank, N.A.)
[Applications
and
Agreements
for
Standby
[Letters of Letters of
Credit] Beneficiaries Face Amounts Credit
CITIBANK
NIGERIA
LIMITED $56,000,00
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Exhibit 4.9
L ETTER O FC REDIT R EIMBURSEMENT A GREEMENT

LETTER OF CREDIT REIMBURSEMENT AGREEMENT, dated [wber 6, 2011 (as amended, supplemented or otleemadified
from time to time, this “Agreement”), between PAGTHNTERNATIONAL DRILLING WEST AFRICA LIMITED (the “Applicant”), a
corporation organized and existing under the lafidligeria], and STANDARD CHARTERED BANK (the “Barik a bank organized and
existing under the laws of England and Wales.

WITNESSETH:

WHEREAS, from time to time, the Applicant may reguthe Bank, at its sole and absolute discretmisdue one or more letters of
credit (each a “Letter of Credit”) substantiallydncordance with the documentary or standby lefteredit application (each an “Application”
submitted pursuant hereto,

NOW, THEREFORE, in consideration of the premises iarorder to induce the Bank to issue the LetéiSredit, each of the Applicant
and the Bank hereby agrees as follows:

1. Reimbursement ObligatioriThe Applicant will pay to the Bank, on demandtia case of sight drafts, and, in the case of traés, on the
same day as the Bank makes payment thereundbg Bahk’s office, in immediately available fundse tamount required to pay each
Instrument plus interest thereon from the datdefBank’s payment of such Instrument to the dateioibursement at a rate per annum equal
to the Base Rate plus 2% payable on demand. Asheseth, (a) “Instrument” means any draft, recedpteptance, teletransmission (including
but not limited to telex or cable) or other writtdemand for payment under any Credit; and (b) “BRa” shall mean the annual rate of
interest most recently established by the Bantsairincipal office in New York, NY as its referencate, which reference rate may be only
and not necessarily the lowest, of the Bank’s lbates of interest.

2. Commissions and Fee$he Applicant shall pay to the Bank such fees@rdmissions to be mutually agreed to in writingoomrior to the
date of issuance of the Letter of Credit. Such s@scommissions shall be payable upon issuanttedfetter of Credit or such later date as
shall be agreed to by the Bank and shall be namdsble. Such fees and commissions shall be payableissuance of each Letter of Credit
or such later date as shall be agreed to by th& Bad shall be non-refundable.

3. Amendment; No Waiverin the event of any amendment, change or modiificawith the consent of the Applicant, relevamtiny Letter of
Credit or any Instrument or document called forénader, including waiver of noncompliance of aogtsinstruments or documents with the
terms of such Letter of Credit, this Agreement kbalbinding upon Applicant with regard to each endry Letter of Credit as so amended,
changed or modified, and to any action taken byBiek or any of its correspondents relative therdtnamendment, change, modification or
waiver to which the Bank has consented shall bené€eto mean that the Bank will consent or has auesieto any other or subsequent request
to amend, change, modify or waive any term of aeitdr of Credit or of this Agreement. The Bank khat be deemed to have waived any of
its rights hereunder, unless the Bank shall hayeesl such waiver in writing. No such waiver, unlespressly stated therein, shall be effective
as to any transaction which occurs subsequenetddlte of such waiver, nor as to any continuaneeto&ach after such waiver. The Applicant
expressly recognizes and acknowledges that, nattaitiding anything to the contrary herein, the Bamés not waive, and in no event shall be
deemed to have waived, any applicable common lastadutory rights of setoff or any other right gexlly available to creditors.

4. Designation Of Subsidiaries And Affiliates Asddunt Parties Notwithstanding any other provisions to the cantrset forth herein, a Lett
of Credit issued hereunder may contain a statetonehe effect that such credit
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is issued for the account of any subsidiary ofliafé of the Applicant providing that notwithstandisuch statement, the Applicant shall be the
actual account party for all purposes of this Agreat for such Letter of Credit and such statemkeall ot affect the Applicants’s
reimbursement obligations hereunder with respestitt Credit.

5. Conditions Preceden®his Agreement shall be effective upon the Bam&tipt of the following in form and substancasfattory to the

Bank:
()
(b)

(€)
(d)
(€)

(f)
(9)

this Agreement, duly executed by the Applic:

a good standing certificate for the Applicant frtme Secretary of State (or similar, applicable gomeental authority) of its state
incorporation dated as of a recent d.

a copy of the articles of incorporation or cargble organizational document of the Applicanty dertified by the Secretary of
State (or similar, applicable governmental autlypif its state of incorporation dated as of a ntchate;

a copy of the by-laws or comparable organireti@locument of the Applicant, duly certified by tApplicant’'s Secretary or
Assistant Secretary as in full force and eff:

a copy of the Applicar's resolutions certified by the Secretary or Assisg&ecretary of the Applicant authorizing the Apalit to
execute this Agreement, and evidencing the authofithe officer(s) named therein to sign this Agrent;

a certificate of incumbency and specimen signataféise authorized signers of this Agreement;
and such other documents as the Bank shall realyorajuire.

6. Representations & WarrantieShe Applicant hereby represents and warrantsediank that:

(@)

(b)

(©)
(d)

(€)

(f)

it (i) is a corporation duly organized and valigiyisting under the laws of the jurisdiction ofiitsorporation, (ii) is duly qualified 1
transact business and in good standing in alldigi®ns where such qualification is necessary, @ncdas the legal right and
corporate power and authority to execute and dethis Agreement and all documents, instrumentsagrdements related thereto
and perform the transactions and agreements cotadpghereby

no consent or authorization of, approval bytiagoto, filing with or other act by or in respext any governmental authority or any
other person is required in connection with theceen, delivery, performance, validity or enforbéy of this Agreement

the execution, delivery and performance of thisegnent have been duly authorized by all necessapprate action

this Agreement has been duly executed andeateliby the Applicant, and constitutes the legalidvand binding obligations of the
Applicant enforceable in accordance with its reipederms except as enforceability may be limibgdapplicable bankruptcy,
insolvency, reorganization, moratorium or simikawk affecting the enforcement of creditors’ righ¢serally and by general
equitable principles (whether enforcement is solighproceedings in equity or at lav

it is not in default under any material agreemenwhich it is a party or by which its assets organxties are bound and the execu
and delivery of, and its performance under thise&gnent does not and will not contravene any reougre of law, nor result in a
breach or default under any agreement to whichat party or by which its assets or propertiesarad;

the recent financial statements, which haveviorssly furnished to the Bank, fairly present tlmmsolidated financial condition of
Pacific Drilling S.A. (the “Parent”) and its respige subsidiaries and affiliates, as of their datel the results of operations for the
periods ended on such date, and are preparedaéndarce with generally accepted accounting priesigonsistently applie:
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(9)

(h)

there is no pending or threatened action ocgeding affecting the Applicant before any couolyegrnmental agency or arbitrator,
which (if adversely determined) could materiallwarsely affect the Applicant’s financial condition operations or result in loss,
cost, liability or expense having a material adeegBect on Applicant and there is no governmeintastigation or proceeding
pending with respect to or affecting the Applictrdt could reasonably be expected to have a mbdehiarse effect on Applicant;
and

the Applicant is in compliance with the requirenseot all applicable laws, rules, regulations andieos of any government
authority relating to its business as presentlydeated or contemplated, including, without limitetj all licensing and approval
requirements, the Employee Retirement Income Styciict of 1974, as amended, and the Internal Reeé€@nde of 1986, as
amended, except for such noncompliance which cooldeasonably be expected to result in a matadatrse effec

Each written request for the issuance of a Lett&redit hereunder shall constitute a represemtatiad warranty by the Applicant that the
representations and warranties set forth hereitraeeand correct on and as of the date of sualestr issuance, before and after giving e
thereto as if made on such date.

7. Covenants The Applicant hereby covenants that while anytdredf Credit is outstanding hereunder, it shall:

(@)

(b)

(©
(d)

()
(f)

furnish the Bank (i) as soon as available and inevent within 120 days after the close of eactheffiscal year of the Parent, w
the Parens consolidated and consolidating financial repauited (in the case of the consolidated repostshdeependent certifie
public accountants in form and substance satisfattothe Bank as of the end of such period inclgdialance sheets and related
profit and loss and surplus statements and statsnécash flows, (ii) as soon as available anariy event within 60 days after the
close of each quarter, with the Parent’s unauditedsolidated financial reports in form and substesatisfactory to the Bank as of
the end of such period including balance sheetgaatkd profit and loss and surplus statementstatdments of cash flows; and
(iii) with such other information respecting thendition or operations, financial or otherwise, loé tParent or any subsidiaries or
affiliates as the Bank may from time to time reasuy request

preserve its existence as a corporation, maintiproperties in good repair, working order andditbton, and conduct its busine
substantially as it is being conducted now;

comply in all material respects with applicable i

take all action necessary to insure that its olibga hereunder rank and will continue to rankeast pari passu in respect of prio
of payment with its highest ranking indebtedn:

promptly notify the Bank of any material adversamtpe in the condition or operations of the Applicéinancial or otherwise; ar

not merge or consolidate with or into, or copyviEansfer, lease or otherwise dispose of (whathene transaction or a series of
transactions) all or substantially all of the Apglnt's assets (whether now owned or hereafter sedjuio any person or entity, or
permit any of the Applicant’s subsidiaries to do except that any of the Applicant’s subsidiariessyrmerge into or consolidate
with another of its subsidiaries and except thgt@frthe Applicar’s subsidiaries may merge into or dispose of asséts<

8. Agreements and Acknowledgments; Indemnification

(@)

The Applicant agrees that none of the Bank, itdiatis, subsidiaries, or its correspondents dhallesponsible for: (i) failure of a
Instrument to bear any reference to any Letterrefd, or inadequate reference in any Instrumettteéarelevant Letter of Credit, or
failure of documents (other than documents expyassjuired to be presented under the relevant iLett€redit) to accompany any
Instrument at negotiation, or failure of any pertmmote the amount of any Instrument on the revefghe relevant Letter of
Credit, or to surrender or to take up any Lette€oddit or to forwarc

3



(b)
(€)

(d)

(€)

(f)

documents apart from Instruments as required byettmes of the relevant Letter of Credit, each ofchitprovisions, if contained in
any Letter of Credit itself, may be waived by thanR; or (ii) errors, omissions, interruptions otayes in transmissions, or delivery
of any messages, by mail, facsimile, telex, cablegraph, wireless or other teletransmission ooday instructions; (iii) the
existence, character, quality, quantity, conditipacking, value or delivery of any property purpagtto be represented by
documents; (iv) any difference in character, quatiuantity, condition, packing, value or deliverfysuch property from that
expressed in documents, (v) any breach of coneteteen the Applicant and any beneficiary of adretf Credit or any other pai
or any dispute as to the use which may be madayt atter of Credit or funds obtained thereunderahy beneficiary of a Letter
Credit or other party; (vi) the validity, sufficiem, or genuineness of any Instrument or other desupand (vii) the time, place,
manner or order in which shipment is ms

The Bank shall not be responsible for any ectyr, neglect or default, omission, insolvencyailure in business of its
correspondent:

The occurrence of any one or more of the cgetiities or events referred to in the U.C.P. ohénpreceding clauses of paragraphs €
(a) and (b) shall not affect, impair, or preverd ttesting of any of the Bank’s rights or powerscheder or the Applicant’s
obligation to make paymer

The Applicant will promptly examine: (i) each Latt# Credit (and of any amendments thereto) seittlip the Bank; and (ii) a
Instruments and documents delivered to it from timgme. In the event of any claim of noncompliamdgth the Applicant’s
instructions or other irregularity, the Applicanivimmediately notify the Bank thereof in writinghhe Applicant being conclusively
deemed to have waived any such claim against thé& Baless such notice is given as provided he

The Applicant will comply with all governmental en@nge regulations now or hereafter applicable yolatter of Credit or an
Instrument or payments related thereto and will Bagk, on demand, in United States currency, suobuat as Bank may be or
may have been required to expend on account of mgehations

Any action, inaction or omission on the part of Benk or any of its correspondents under or in ection with any Letter of Crec
or the relevant Instruments, documents or propériy,good faith, shall be binding upon the Apglit and shall not place the Bank
or any of its correspondents under any liabilitgite Applicant. The Applicant agrees to hold thalBats officers, directors,
employees, agents and other representatives, &dictteaand subsidiary of Bank, and the correspamtd of any of them
indemnified and harmless from and against any drdaéms, costs, loss, liability or damage, indhuglreasonable fees of the
Bank’s counsel (whether such counsel is employdtbirse or retained from outside) howsoever ariioig or in connection with
any Letter of Credit, including without limitatioany such claim, cost, loss, liability or damageiag out of any transfer, sale,
delivery, surrender or endorsement of any docuratahy time(s) held by the Bank or any of its &ffés or subsidiaries, or held"
the account of any of them by any correspondeangfof them, or arising out of any action for injtime or other judicial or
administrative relief and affecting, directly odirectly, the Bank or such affiliate or subsidie

9. Licenses, Insurancéhe Applicant will procure promptly any necessinport, export or other licenses for the impoxrpert, or shipping o

any and all property shipped under or pursuant in oonnection with any Letter of Credit, and wibmply with all foreign and domestic
governmental regulations in regard to the shipméstich property or the financing thereof, and fithish such certificates in that respect as
the Bank may at any time(s) require. The Applidareby warrants that the importation of any propeavered by any Letter of Credit (if any)
does not contravene any law or regulation of th#ddrStates government or any state. The Appliedihkeep all such property adequately
covered by insurance in amounts, against risksaatidcompanies satisfactory to the Bank, and, metent that a reimbursement obligation
under this Agreement is secured, will assign theveant insurance policies to Bank, and will makg krss or adjustment payable under any
such policy, if any, payable to the Bank, at iti@m and will furnish the Bank, on its demand,wit
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evidence of acceptance by the insurers of any assignment. The Applicant will furnish the Bank npequest evidence of compliance with
the foregoing. Should the insurance on any suchgstg for any reason be unsatisfactory to the BamkBank may, at the Applicastéxpens:
obtain insurance satisfactory to the Bank.

10. Obligations Due and Payablany and all obligations and liabilities of the glcant to the Bank, whether now existing or heteraihcurret
(including the future obligation to pay hereundshall become due and payable forthwith, upon dengrthe Bank, without presentment,
protest, demand or further notice of any kind, #relApplicant shall pay to the Bank the aggregateunt of all undrawn Letters of Credit th
outstanding, which funds shall be held by the Baskash collateral for the Applicant’s obligatid@she Bank hereunder and then applied by
the Bank to reimburse the Bank for all drawingsemglch Credits.

11. Continuing Rights and Obligation§he Bank'’s rights hereunder shall continue uningok and the Applicant shall be and remain obédat
in accordance with the terms and provisions hereatfyithstanding the release and/or substitutioaryf property which may be held as
security hereunder at any time(s), or of any rigintsiterests therein. No delay, extension of tinrregwal, compromise or other indulgence
which may occur or be granted by the Bank, shabidaimits rights or powers hereunder.

12. Instructions; No Liability Instructions (whether by oral, telephone, fackinglectronic or other means) may be honored byBdnk when
received from anyone purporting to be authorizegive such instructions for the Applicant, and Bank shall have no obligation to
independently verify the due authorization or aecyrof any such instructions. The Applicant agtedsirnish the Bank with written
confirmation of each such instruction signed bygheson giving such instruction, or other authatiafficer, but the Bank’s responsibility with
respect to any instruction shall not be affectedtdyailure to receive, or the content of, suchfamation. The Bank shall have no
responsibility to notify the Applicant of any diggrancies between the Applicant’s instructions &aiitten confirmation or its non-receipt of
any confirmation. The Bank shall be fully protectedand shall incur no liability to the Applicafutr, acting upon any oral, telephone,
teleprocess or other instruction which the Bangand faith shall believe to have been given by amjorized person. The Bank also may, at
its option, refuse to act on any oral, telephoekeprocess or other instruction or any part thenehout incurring any responsibility for any
claim, cost, loss, liability or damage arising otisuch refusal.

13. PaymentsAll payments of any amounts due under or in cetior with this Agreement shall be made by the Agapit to the Bank free

and clear of, and without deduction or withholdfog any and all present and future taxes, lexdesies or withholdings of any kind or, if any
deduction or withholding from any amount payablesheder or in connection herewith shall be legadtyuired, such amount shall be incre:
by the Applicant as may be necessary so that aféding all required deductions or withholdings (iting deductions or withholdings
applicable to additional amounts payable underghiagraph) the Bank shall receive an amount g¢quik amount it would have received had
no such deductions or withholdings been requirexthidg contained herein shall obligate the Applidanpay any taxes imposed on or
measured by the net income of the Bank or frandiises imposed on or measured by such net incoipesiad by the jurisdiction of the
Bank’s organization, the United States of Ameraathe State or City of New York or any politicalbalivision thereof, or any taxing authority
therein.

14. Yield ProtectionsIn the event of the introduction of, or any chamg, any applicable law, rule, regulation or aildirective (whether or
not having the force of law), or in the interpratator application thereof by any governmental atitl or central bank after the date hereof
which (a) results in an increase in the cost toBaek of issuing or maintaining, or which redudes tate of return on capital of the Bank or its
holding company as a consequence of its obligatidtisrespect to, Letters of Credit by reason skree, capital adequacy or any other
requirements, (b) results in a reduction of amoottigrwise receivable by the Bank from the Appltaafrprincipal, interest or other fees and
charges hereunder, or (c) results in the impositiceny tax (other than tax on the overall net mecf the Bank or franchise taxes imposed on
or measured by such net income imposed by thedjatisn of the Bank’s organization, the United $tabf America, or the State or City of
New York or any political subdivision thereof, aryataxing authority therein), levy, impost, feeaope, withholding or simile
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requirements of any kind, the Applicant will paytt@ Bank upon demand from time to time an amoguakto such actual increased cost or
reduction in amounts receivable and/or amountscseifit to compensate the Bank for such reductiaihénrate of return on capital of the Bank
or its holding company.

15. AmendmentsNo modification or waiver of any of the proviseaof this Agreement shall be effective unless miaderiting, signed by all
parties hereto, and only to the extent specificadiyforth therein; nor shall any such waiver bgliapble except in the specific instance for
which given.

16. Jurisdiction; Venue; Waiver of Jury Trialhe Applicant hereby irrevocably and unconditibnaubmits, for itself and its property, to the
nonexclusive jurisdiction of any New York Statefederal court of the United States of Americaiftin New York City, whether trial or
appellate, in any action or proceeding arisingafubr relating to, this Agreement, or for recogpitor enforcement of any judgment in respect
thereof, and the Applicant hereby irrevocably andanditionally agrees that all claims in respecay such action or proceeding may be h
and determined in any such New York State courtoothie extent permitted by law, in such federalrtand consents that any such action or
proceeding may be brought in such courts and wabrése fullest extent permitted by law any objeator claim that it may now or hereafter
have to the venue of any such action or proceediagy such court or that such action or proceediag brought in an inconvenient court and
agrees not to plead or claim the same. The Apgdlicareby agrees that a final judgment in any sutiom or proceeding shall be conclusive
and may be enforced in other jurisdictions by euithe judgment or in any other manner providethly Nothing in this Agreement shall
affect any right that any party may otherwise hevkring any action or proceeding relating to #thggeement in the courts of any jurisdiction.

E ACH OF T HE A PPLICANT AND THE B ANK HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY ~ JURY IN ANY ACTION , PROCEEDING OR
COUNTERCLAIM ARISING OUT OF , OR RELATING TO , THIS AGREEMENT , ANY L ETTER OF C REDIT OR THE ACTIONS OF THE B ANK IN THE
NEGOTIATION , ADMINISTRATION , PERFORMANCE OR ENFORCEMENT THEREOF .

17. Agent for Service of Proces¥he Applicant hereby appoints CT Corporation 8ys{“Agent”), with an office on the date hereoflatl
Eighth Avenue, New York, New York 10011, to acitasauthorized agent and attorney-in-fact to ree@in its behalf and its property service
of copies of the summons and complaint and anyr@tezess that may be served in any such actipnameeding brought in any court in or of
the State of New York. Such service may be madsoperly by delivering a copy of such process toApgelicant in care of the Agent at the
above address, and the Applicant hereby irrevocaiiyorizes and directs the Agent to accept suahicgeon its behalf and agrees that the
failure of the Agent to give any notice of any ssehvice to the Applicant shall not impair or afféte validity of such service or of any
judgment rendered in any action or proceeding bass@on. The Applicant agrees that a final judgnireany suit, action, or proceeding st
be conclusive and may be enforced in other jurigitis by suit on the judgment or in any other mampmevided by law.

18. No Waiver, Assignment, Severabilitin addition to its rights hereunder, the Bankiishave all of the rights, privileges, powers and
remedies provided by law. The Bank may delay eiirfigrits rights without losing them. Any waiver ofight by the Bank shall be in writing
and shall not be deemed to be a waiver of any oiflets or of the same right at another time. Tgseement may not be assigned by the
Applicant without the prior written consent of tBank. The Bank may assign or sell participationaliror any part of any Letter of Credit or
this Agreement to another entity. The Applicantaigrconsents to the dissemination of credit infaimmarelating to the Applicant in
connection with any proposed participations byBhek of any of the rights and obligations hereunder

19. Binding Effect This Agreement shall be binding upon and inurth&benefit of the parties hereto, their respedtieirs, executors,
administrators, successors, assigns, licenseegrgnsuiccessors by merger, consolidation or ofwngeanization, without limitation.
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20. Judgment If for the purposes of obtaining judgment in aoyrt it is necessary to convert a sum due heretindg.S. Dollars into another
currency, the parties hereto agree, to the fudletnt that they may effectively do so, that the af exchange used shall be that at which in
accordance with normal banking procedures the Bankd purchase U.S. Dollars with such other curygndNew York City on the Business
Day (being any day on which commercial banks aendpr domestic and international business (inclgdiealings in foreign exchange) in
New York City) preceding that on which final judgntés given. The obligation of the Applicant in pest of any sum due from it to the Be
hereunder shall, notwithstanding any judgment dur@ency other than U.S. Dollars, be dischargegt tmthe extent that on the Business Day
following receipt by the Bank of any sum adjudgedé so due in such other currency the Bank magdordance with normal banking
procedures purchase U.S. Dollars with such otheenay. If the U.S. Dollars so purchased are leas the sum originally due to the Bank in
U.S. Dollars, the Applicant agrees, as a sepataigation and notwithstanding any such judgmeninttemnify the Bank against such loss;
if the U.S. Dollars so purchased exceed the sugirailly due to the Bank in U.S. Dollars, the Baigkeses to remit to the Applicant such
excess.

21. U.C.P.The Uniform Customs and Practice for Documentamd@s (1993 revision), International Chamber of @uence Publication
No. 600, or any subsequent revision thereof, slebinding upon the Applicant and the Bank wittpezs to the Letter of Credit except to-
extent otherwise expressly agreed, if any.

22. USA Patriot ActThe Bank hereby notifies the Borrower that purstarhe requirements of the USA Patriot Act of 2Q0te “Act”), it is
required to obtain, verify and record informatibatt identifies the Borrower, which information indes the name and address of the Borrower
and other information that will allow the Bank ttenify the Borrower in accordance with the Act.

22. Confidentiality. The Bank agrees that all information providedhsy Applicant in connection with this Agreementhkié kept confidential
in accordance with our customary procedures extapthe Applicant hereby agree that the Bank nisglase such information without
liability to:
() the head office of the Bank, any of its subsid&ode subsidiaries of its holding company, affilateepresentative and branch offi
in any jurisdiction (th¢' Permitted Partie”);

(b) the agents and independent contractors of ¢énmiRed Parties who are under a duty of confiddityito the Permitted Parties who
are under a duty of confidentiality to the PernditRarties

(c) any actual or potential participant or sub-jggsant in relation to any of the Bank’s rights &mdobligations under any agreement
between us, or assignee, novatee or transferemyaagent or adviser of any of the foregoing) wreunder a duty of
confidentiality to the Permitted Partie

(d) any rating agency, insurer or insurance brokeoodlirect or indirect provider of credit protectitmany Permitted Party who ¢
under a duty of confidentiality to the Permittedties; anc

(e) any court or tribunal or regulatory, superysa@overnmental or quasi-governmental authorityhwitisdiction over the Permitted
Parties



IN WITNESS WHEREOF, the Bank and the Applicant haxecuted this Agreement as of the day and yestrdivove written.

PACIFIC INTERNATIONAL DRILLING
WEST AFRICA LIMITED, as the Applicar

By: /s/ Robert F. MacChesni

Name: Robert F. MacChesne
Title:  Director

By: /s/ Rotimi Benjamin Ibidapo

Name: Rotimi Benjamin Ibidap
Title:  Director

STANDARD CHARTERED BANK,
as the Banl

By: /s/ Andrew Y. NG

Name: Andrew Y. NG
Title:  Director

By: /s/ Jack Insinga

Name: Jack Insing:
Title:  Director



FORM OF APPLICATION
<DATE>

Standard Chartered Bank
1095 Avenue of the Americas
New York, New York 1003t
Attn: [ ]

Please accept this letter as your authorizatig@stablish a standby letter of credit in favor oérbficiary> with an initial principal balance of
USD <####H#H####>. The following details apply:

Applicant: <name>
<address:
<address:
<contact>

Beneficiary: <name>
<address:
<address:
<contact>

Tenor: <effective date > to <expiration dat
Instructions: Please use the attached wording

This letter constitutes an Application as definedhie Letter of Credit Reimbursement Agreementdlateof December [ ], 2011 (the
“Reimbursement Agreement”) by and between PACINCERNATIONAL DRILLING WEST AFRICA LIMITED and STANDARD
CHARTERED BANK.

Thank you for your assistance in this manner.

Sincerely,

[ ]

Name:
Title:



Exhibit 4.10

A SSIGNMENTO F C ASH C OLLATERAL A CCOUNT

AGREEMENT, made this & day of December, 2011 laziRic D RILLING (G IBRALTAR ) L IMITED , a corporation duly organized and validly
existing under the laws of Gibraltar (hereinafefierred to as the “Company”), in favor off&pArRD C HARTEREDB ANk (hereinafter referred
as the “Bank”).

WITNESSETH:

WHEREAS, pursuant to that certain Letter of Cr&kimbursement Agreement dated December 6, 2011Atreement”), between Pacific
International Drilling West Africa Limited (the “Agicant”) and the Bank, the Bank issued that ceraiiter of credit, LC No. 777020025457-
L, dated as of the date hereof (the “Letter of @fehd together with the Agreement, the “LC Agrests”); and

WHEREAS, the Company indirectly owns 100% of thpitzd stock of the Applicant and has determined thaill derive substantial direct a
indirect benefits from the issuance of the Letfe€Cedit under the LC Agreements to the Applicamt] the Company desires to assign and
pledge to the Bank certain cash collateral andcanunt maintained by the Company with the Bankeasisty for the Applicans obligations t
the Bank under the LC Agreements.

NOW, THEREFORE, the Company hereby agrees wittBtirgk as follows

1. Grant of Security InteresAs collateral security for the due payment of themof (a) the aggregate undrawn amount of the auding Lette

of Credit, (b) the aggregate amount of all paymemasle by the Bank pursuant to the Letter of Crbadit have not yet been reimbursed by o
behalf of the Applicant at such time, and (c) aegsf, expenses, all other amounts arising undérG@h&greements (the indebtedness described
in clauses (a) through (c) whether now existinheneafter arising, whether direct or indirect, dbsoor contingent, are hereinafter referred to
collectively as the “Obligations”), the Company dley pledges, assigns, sets over and transferg ahk, and grants to the Bank a first
security interest in, the following deposit account

Account
Depository Bank and Addres Number Name
Standard Chartered Bal XXXX Standard Chartere
1095 Avenue of the Americas Bank Cash Collateral Account for
New York, NY 1003¢€ Ref: Pacific International Drilling

West Africa Limited

and all roll-over, renewal, extension, successdrsbstitute deposits and certificates of any lemidencing such account (all of the foregoing
are hereinafter referred to as the “Account”), alighresent and future (a) amounts and depositseiccount, (b) investments made or
acquired with such amounts in the Account, (c)redg dividends, income, rights, distributions amtements of whatsoever nature in, or
relating to, or arising out of, or receivable fratime Account, and (d) proceeds of all of the foiagdhereinafter referred to collectively, with
the Account, as the “Collateral”). The Company amkledges that the Bank may roll over the funds epadit in the Account to an account in
another branch of the Bank outside the United Stated that such funds and such other accountlshaticluded as part of the “Collateral”
hereunder.

2. Definitions.Capitalized undefined terms used herein shall lia@eneanings ascribed to them in the LC Agreements.

3. Representations and Warrantiise Company represents and warrants that the Cgnipaéime owner of the Account pledged hereby, havin
good and marketable title thereto, free of any @hllens, security interests,
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encumbrances or claims. The Company will not selhvey, or otherwise dispose of any interest in@frthe Collateral, nor create or assume
or permit to exist any assignment, lien, securitgiiest, encumbrance or claim on or against thiateohl, except as created by this Agreement,
and the Company will promptly notify the Bank ofyasuch other claim, lien, security interest or otlecumbrance made or asserted against
any of the Collateral and will defend the Collatergainst any such claim, lien, security interesbther encumbrance.

4. Amount of Cash CollateralOn the date hereof, the Company shall depositérAccount an amount equal to at least 110% ofabe

amount of the Letter of Credit. During the terntlis Agreement, the Bank shall value the Collataralrder to protect against the results of
exchange rate fluctuations on the last Businessddapch week (each such day, a “Testing Date")hénevent that, on any Testing Date
during the term of this Agreement, the amount ahceollateral in the Account is less than 105%hefsum of (a) the aggregate undrawn
amount of any outstanding Letter of Credit, (b) élggregate amount of all unreimbursed drawing uttdet etter of Credit and (c) any accrued
and unpaid interest on any outstanding unreimbudsaaing under the Letter of Credit (the “LC Expuoesl), the Bank may request that
additional cash collateral be provided so thatatm®unt in the Account is at least equal to 110%efLC Exposure on such date, and the
Company shall deposit such additional cash colhteithin three (3) Business Days of any such retida the event that, on any Testing Date
during the term of this Agreement, the amount ahceollateral in the Account exceeds 115% of theBxPosure, the Company may request
that the amount of such excess be released arrdedtto the Company, and the Bank shall releaseetncth such excess cash collateral within
three (3) Business Days of any such request.

5. Use of Collateral Prior to the Release Date, the Company shall hawgght to use the Collateral, including, withdiutitation, to transfer
funds from the Account, without the prior writteansent of the Bank. The Bank shall have the exatusghts in and to the Account and the
Collateral, and the Company shall have no righthi¢cAccount or the Collateral. At any time on doltbwing the Release Date, the Company
shall have the exclusive rights in and to the Act@nd the Collateral and the Bank shall have glatsito the Account or the Collateral.

6. Rights and Remedies; Application of ProceéalsThe Bank, at any time, with or without notiocgthe Company and without demand of
performance or other demand, may cause the traofsédr Collateral to the Bank and, whether or soth transfer occurs, the Bank may
forthwith exercise all rights of the holder of tBellateral available under law, and may sell, agsipntract to sell or otherwise dispose of and
deliver the Collateral as it may deem best, fohaarson credit, or for future delivery, and genbragxercise any and all rights afforded to a
secured party under the Uniform Commercial CodénefState of new York as in effect from time todior other applicable law. Without
limiting the foregoing, the Bank shall have thehtitp set-off or apply the Collateral against oatty Obligations, without notice of any kind to
the Company or any other person. Notwithstandiegdhegoing, the Bank agrees that it will not eisdts rights under this Section 6(a)
unless the Applicant has failed to perform its gétions under the LC Agreements or failed to comyith the terms of the LC Agreements ¢
such failure or non-compliance is continuing.

(b) The payments received by the Bank under or fiteerCollateral or the proceeds of any collectrecpvery, receipt, appropriation,
realization or disposition of the Collateral shHadl applied as follows:

F IrsT, to the costs, fees and expenses of every kindried in connection therewith or incidental to todlection of payments, includir
without limitation, any interest penalty requireg lbw or otherwise for redemption of the Collatdvafore due, or the care, safekeeping,
reinvestment, or otherwise of the Collateral orpgheparing for the sale, selling and the like,roainy way relating to the rights of the
Bank hereunder, including reasonable attorneys &l legal expenses incurred by the Bank;

S ECOND, to satisfaction of the Obligations;
T HIRD, to the payment of any other amounts requireddpfieable law; and
F ourTH, to the Company to the extent of any surplus prdse
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If the payments received by the Bank under or ftbenCollateral or upon the sale or other dispasitibthe Collateral, or the proceeds thereof,
are insufficient to pay all amounts to which thenBas legally entitled, the Company will be lialitg the deficiency, together with interest
thereon to the extent provided for in the agreesprividing for the Obligations and the reasonédss of any attorneys employed by the E

to collect such deficiency. To the extent permitbgcapplicable law, the Company waives all claidemnages and demands against the Bank
arising out of the receipt of payments under théaferal or the sale of any or all of the Collatera

7. Attorney in Fact (a) The Company hereby authorizes the Bank ard Hereby make, constitute and appoint the Bartkaaw officer or
agent of Bank with full power of substitution, &g tCompany’s true and lawful attorney in fact, witswer, in its own name or in the name of
the Company, to endorse any notes, checks, draftsey orders, or other instruments of paymentspeet to the Collateral that may come
possession of the Bank; to pay or discharge tdiesss, security interests or other encumbrancesatime levied or placed on or threatened
against any of the Collateral; to demand, collesteipt for, compromise, settle and sue for modiesin respect of any or all of the Collateral;
and, generally, to do, at the Bank’s option anthatCompany’s expense, at any time, or from timgnte, all acts and things which the Bank
deems necessary to protect, preserve, and regethe Collateral and the Bank’s security intetiestein in order to effect the intent of this
Agreement, all as fully and effectually as the Campmight or could do; and the Company herebyiestill that said attorney shall lawfully
do or cause to be done by virtue hereof. This pafattorney shall be irrevocable for the termtogtAgreement and thereafter as long as any
of the Obligations shall be outstanding.

(b) Without in any way limiting the other rights thfe Bank, the Bank shall have exclusive dominioe eontrol over the Account,
including the exclusive right to effect or permitldrawals from the Account and to designate arahgk the name in which the Account is
held, and such name may include the name of th&,Bdone or with a reference to the Account asatethl or security.

8. Duty of Care; No Waivefa) Beyond the exercise of reasonable care toassersafe custody of the Collateral in the Bapldssession, the
Bank shall have no duty or liability to preservghtis pertaining thereto, and shall be relievedlakaponsibility for such Collateral upon
surrender thereof to the Company.

(b) No course of dealing between the Company aadB#nk, nor any failure to exercise, nor any détagxercising, on the part of the
Bank, any right, power or privilege hereunder sbhpkrate as a waiver thereof; nor shall any singlgartial exercise of any right, power or
privilege hereunder preclude any other or furth@reise thereof or the exercise of any other rigbtyer or privilege.

(c) The rights and remedies herein provided, aondiged in all other agreements, instruments andis@nts between the Company and
the Bank, are cumulative and are in addition ta, mot exclusive of, any rights or remedies provitgdaw, including, without limitation, the
rights and remedies of a secured party under the Y&k Uniform Commercial Code.

9. Miscellaneouga) This Agreement is subject to modification obiya writing signed by the parties hereto.

(b) The benefits and burdens of this Agreement éade to the benefit of and be binding upon tbgpective successors and assigns of
the parties hereto.

(c) This Agreement shall be governed by and coesdtin accordance with the laws of the State of Nerk without giving effect to the
principles of conflict of law thereof. The Compamgreby agrees that any legal action or proceedjagat the Company with respect to this
Agreement may be brought in the courts of the Staiew York in The City of New York or of the Ueitl States of America for the Southern
District of New York as the Bank may elect, and gxgcution and delivery hereof, the Company accapdsconsents to, for itself and in
respect of its property, generally and unconditiignéhe jurisdiction of the aforesaid courts and
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agrees that such jurisdiction shall be exclusiviéess waived by the Bank in writing, with respexahy action, claim or proceeding brought by
it against the Bank and any questions relatingstoyy Nothing herein shall limit the right of theulk to bring proceedings against the Com,

in any other jurisdiction. The Company irrevocabbnsents to the service of process in any such é&agjan or proceeding by personal deliv

or by the mailing thereof by the Bank by registepedertified mail, return receipt requested, pgstprepaid, to the address specified in the
records of the Bank, such service of process by tmée deemed effective on the fifth day followisigch mailing. The Company agrees that a
final judgment in any such legal action or procagdihall be conclusive and may be enforced in aaynar provided by law.

(d) AFTER REVIEWING THIS PROVISION SPECIFICALLY WIH ITS RESPECTIVE COUNSEL, EACH OF THE COMPANY
AND THE BANK HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE ANY AND ALL RIGHTS THE
COMPANY AND THE BANK MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED ON, OR ARISING OUT
OF, UNDER, OR IN CONNECTION WITH, THIS AGREEMENT ORNY COURSE OF CONDUCT, COURSE OF DEALING,
STATEMENTS (WHETHER VERBAL OR WRITTEN) OR ACTIONSTHE COMPANY OR THE BANK.

(e) Notwithstanding anything to the contrary irstbr any other agreement between the Bank anddhg@ny, pursuant to Section 9-304
(b)(1) of the Uniform Commercial Code, the “banjigsdiction” for purposes of Article 9 of the Unifm Commercial Code shall be New
York.

10. Term of AgreementThe term of this Agreement shall commence ordite hereof and shall continue in full force arféetf and be
binding upon the Company, until the Release Dateraupon this Agreement shall terminate.

For purposes of this Assignment of Cash Collatacalount Agreement, “Release Date” means the datehich (a) the Letter of Credit has
been fully drawn upon or has expired or has beenitated (including by way of the cancellation eturn of the Letter of Credit by the
beneficiary thereof), (b) all amounts (including@spect of reimbursement obligations for drawimggle under the Letter of Credit) then due
and owing by the Applicant under the LC Agreemératge been paid in full (but for the avoidance afiloly excluding contingent
indemnification obligations) and (c) the Bank hakreowledged in writing the payment in full of alhaunts owing by the Applicant and the
termination of the Letter of Credit.

11. Agent for Service of Proces¥he Company hereby appoints CT Corporation Sygtégent”), with an office on the date hereof atl11
Eighth Avenue, New York, New York 10011, to acitasauthorized agent and attorney-in-fact to ree@in its behalf and its property service
of copies of the summons and complaint and anyr@taeess that may be served in any such actignameeding brought in any court in or of
the State of New York. Such service may be madsopeatly by delivering a copy of such process toGoenpany in care of the Agent at the
above address, and the Company hereby irrevocalitp@azes and directs the Agent to accept suchiceon its behalf and agrees that the
failure of the Agent to give any notice of any ssehvice to the Company shall not impair or afteetvalidity of such service or of any
judgment rendered in any action or proceeding bss@on. The Company agrees that a final judginesnty suit, action, or proceeding s
be conclusive and may be enforced in other jurigitis by suit on the judgment or in any other mampmevided by law.

12. Waiver of Immunities To the extent permitted by applicable law, if @@mpany has or hereafter may acquire any immysdyereign or
otherwise) from any legal action, suit or proceggfinom jurisdiction of any court or from set-off any legal process (whether service or
notice, attachment prior to judgment, attachmentidhof execution of judgment, execution of judgtn@notherwise) with respect to itself or
any of its property, the Company hereby irrevocatdyves and agrees not to plead or claim such initpnimrespect of its obligations under
the LC Agreements. The Company agrees that theansaget forth above shall have the fullest extentitted under the Foreign Sovereign
Immunities Act of 1976 of the United States of Aimarand are intended to be irrevocable and noestibp withdrawal for purposes of such
Act.




IN WITNESS WHEREOF, the Company has executed tigisedment on the day and year first above written.
P AciIFic D RILLING (G IBRALTAR ) L IMITED

By: /s/ Christian J. Beckett

Name: Christian J. Becke
Title: Director

A CCEPTED AND A GREED :
S TANDARD C HARTEREDB ANK
By: /s/ Andrew Y. NG

Name: Andrew Y. NG
Title: Director

By: /s/ Jack Insing
Name: Jack Insingi
Title:  Director




Subsidiaries

Entity
Pacific Drilling do Brasil Investimentos Ltda

Pacific Drilling do Brasil Servigcos de Perfuracaiold
Pacific Drilling Services Pte. Ltd.

Pacific International Drilling West Africa Ltd.
Pacific Drilling Netherlands Coéperatief U.A
Pacific Drilling N.V.

Pacific Drilling Administrator Ltd.

Pacific Deepwater Construction Limite
Pacific Drilling International Ltd.

Pacific Drilling Manpower Ltd.

Pacific Drilling Operations Limited

Pacific Drilling South America 1 Limited
Pacific Drilling South America 2 Limited
Pacific Drilling V Limited

Pacific Drilling VI Limited

Pacific Bora Ltd.

Pacific Mistral Ltd.

Pacific Santa Ana Ltd.

Pacific Scirocco Ltd.

Pacific Drilling Limited

Pacific Drilling, Inc.

Pacific Drilling International, LLC

Pacific Drilling Services, Inc.

Pacific Drillship S.ar.l.

Pacific Drilling Manpower S.ar.l.

Pacific Santa Ana S.ar.l

Pacific Drilling (Gibraltar) Limited

Exhibit 8.1

Jurisdiction of Formation
Brazil
Brazil
Singapore
Nigeria
The Netherland
Curacac
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
Liberia
Liberia
Liberia
Liberia
Liberia
USA, Delaware
USA, Delaware
USA, Delaware
Luxembourg
Luxembourg
Luxembourg
Gibraltar




Exhibit 12.1
CERTIFICATION

I, Christian J. Beckett, certify that:
1. | have reviewed this annual report on Form 28f-Pacific Drilling S.A.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the msrigresented in this report;

4. The company other certifying officer and | are responsibledstablishing and maintaining disclosure contavid procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) foctmepany and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) [omitted pursuant to the transition period epéion for newly public companies];

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentddsinefport our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period covered
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over financial
reporting; and

5. The company’s other certifying officer and | balisclosed, based on our most recent evaluatiortexhal control over financial reporting,
to the company’s auditors and the audit commitfebecompany’s board of directors (or personsqrerfng the equivalent functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the comparydgity to record, process, summarize and repoénfcial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the companyinterna
control over financial reporting.
Date: March 27, 201

By: /s/ Christian J. Becke
Name: Christian J. Becke
Title: Chief Executive Office




Exhibit 12.2
CERTIFICATION

I, William J. Restrepo, certify that:
1. | have reviewed this annual report on Form 28f-Pacific Drilling S.A.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the msrigresented in this report;

4. The company other certifying officer and | are responsibledstablishing and maintaining disclosure contavid procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) foctmepany and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) [omitted pursuant to the transition period epéion for newly public companies];

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentddsinefport our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period covered
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over financial
reporting; and

5. The company’s other certifying officer and | balisclosed, based on our most recent evaluatiortexhal control over financial reporting,
to the company’s auditors and the audit commitfebecompany’s board of directors (or personsqrerfng the equivalent functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the comparydgity to record, process, summarize and repoénfcial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the companyinterna
control over financial reporting.
Date: March 27, 201

By: /s/ William J. Restrep
Name: William J. Restrept
Title:  Chief Financial Office




Exhibit 13.1

PRINCIPAL EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
Code), |, Christian J. Beckett, Chief ExecutiveiGHf, hereby certify, to my knowledge, that:
1. the Company’s annual report on Form 20-F forfthhéhe year ended December 31, 2011 (the “Rephrfyy complies with the requirements
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. information contained in the Report fairly pnetse in all material respects, the financial conditand results of operations of the Company.
Date: March 27, 201

By: /s/ Christian J. Becke
Name: Christian J. Becke
Title: Chief Executive Office




Exhibit 13.2

PRINCIPAL FINANCIAL OFFICER CERTIFICATION
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
Code), I, William J. Restrepo, Chief Financial ©ff, hereby certify, to my knowledge, that:
1. the Company’s annual report on Form 20-F forytber ended December 31, 2011 (the “Report”) fatlynplies with the requirements of
Section 13(a) or 15(d) of the Securities ExchangeoA 1934; and

2. information contained in the Report fairly pretse in all material respects, the financial conditand results of operations of the Company.
Date: March 27, 201

By: /s/ William J. Restrep
Name: William J. Restrept
Title:  Chief Financial Office




