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Restration No. 33317777
PROSPECTU.:

6,000,000 Shares
Pacific Drilling

COMMON SHARES

Pacific Drilling S.A. is offering 6,000,000 of itsommon shares. This is our initial public offerinop the United States and currently ot
common shares are not listed on any United Statesusities exchange.

Our common shares are traded on the Norwegian OTiStLan ove-the-counter market that is administered and operatedébgubsidiary o

the Norwegian Securities Dealers Association, undlee symbol “PDSA.” On November 10, 2011, the chagprice of our common shares

was 49.50 Norwegian kroner (“NOK?”) per share, whickas equivalent to approximately $8.79 per sharsdxhon the federal reserve noon
buying rate of NOK 5.63 to $1.00 in effect on thdste.

In April 2011, we completed an offering of 60,000 common shares to international and U.S. investam accordance with Regulation
and Regulation D under the Securities Act of 192 amended (the “Securities Act”), which are curriyntraded on the Norwegian OTC
List. Following the completion of the initial pubti offering, the 41,850,000 common shares initiaflgld pursuant to Regulation S in th
2011 Private Placement or those sold in subsequestles pursuant to Regulation S may be resold indiately in the U.S. public market
and the common shares sold pursuant to Rule 144Aha 2011 Private Placement may be resold in th& Lpublic market, subject to
compliance with Rule 144 under the Securities Athe sales of substantial amounts of these commoarsk in the near term, or the
perception that these sales may occur, could catiiemarket price of our common shares to declil

Our common shares have been approved for listingtbe New York Stock Exchange under the sym“PACD.”

Investing in our common shares involves risks. Péeareac” Risk Factors” beginning on page 13.

PRICE $8.25 A SHAR

Underwriting

Discounts
Price to and Proceeds t
Public Commissions(a) Pacific Drilling
Per Share $8.25 $0.5775 $7.6725
Total $49,500,00( $3,465,00( $46,035,00(

(a) Excludes an aggregate structuring fee payable togdio Stanley & Co. LLC and Deutsche Bank Securitiesthat is equal to 1.00%
the gross proceeds from this offering. For addiéibimformation about underwriting compensation, “ Underwriters”

Pacific Drilling S.A. has granted the underwritére right to purchase up to an additional 900,06@res to cover ov-allotments.

The Securities and Exchange Commission and statgies regulators have not approved or disappibteese securities, or determine:
this prospectus is truthful or complete. Any repreation to the contrary is a criminal offense.

The underwriters expect to deliver the common shtrg@urchasers on November 16, 2011.

MORGAN STANLE DEUTSCHE BANK SECURITIE

DNB NOR MARKET HOWARD WEIL INCORPORATED PARETO SECURITIES AS SIMMONS & COMPAN'
INTERNATIONAL

November 10, 201
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You should rely only on the information containedhis prospectus or in any free writing prospeetesmay authorize to be delivered to
you. We have not, and the underwriters have nohosized any other person to provide you with aéddal, different or inconsistel
information. If anyone provides you with additiondifferent or inconsistent information, you shoulat rely on it. We may not sell these
securities until the registration statement fileithwhe Securities and Exchange Commission (theC'3Es effective. We are not, and the
underwriters are not, making an offer to sell th&seurities in any jurisdiction where the offersate is not permitted. You should not assume
that the information appearing in this prospectuadcurate as of any date other than the dateedfnaht cover of this prospectus unless
otherwise specified herein. Our business, finarealdition, results of operations and prospects h@ase changed since that date. Information
contained on our website does not constitute gati® prospectus.

We have not taken any action to permit a publierifiy of these securities outside the United States permit the possession or
distribution of this prospectus outside the UniBtdtes. Persons outside the United States who tampossession of this prospectus must
inform themselves about and observe any restrigtielating to the offering of these securities #raddistribution of this prospectus outside
United States.

Until December 5, 2011 (the 25th day after the datef this prospectus), all dealers that effect trarections in these securities,
whether or not participating in this offering, may be required to deliver a prospectus. This is in adtlon to the dealers’ obligation to
deliver a prospectus when acting as underwriters ahwith respect to their unsold allotments or subsaptions.

Industry and market data

The market data and certain other statistical médion used throughout this prospectus are bas@udependent industry publications,
government publications or other published indepeandources. Industry publications and surveysfaratasts generally state that the
information contained therein has been obtaineah fsources believed to be reliable and we are natawaf any misstatements regarding our
market, industry or similar data presented hetdowever, we have not independently verified sudtdtparty information and we cannot
assure you of the accuracy or completeness ofthirchparty information contained in this prospectin addition, some data is also based on
our good faith estimates and our management’s stateting of industry conditions. Such data invafgks and uncertainties and is subject to
change based on various factors, including thoseudsed under the headings “Cautionary Statemegargieg Forward-Looking Statements”
and “Risk Factors” in this prospectus.
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PRESENTATION OF FINANCIAL INFORMATION

Historical Financial Statements

Pacific Drilling S.A. (the “Company”) was formed asd.uxembourg corporation under the form co&iété anonymi® act as an indirect
holding company for its predecessor, Pacific DrgliLimited (our “Predecessor”), a company organizeder the laws of Liberia, and its
subsidiaries in connection with a corporate reoigion completed on March 30, 2011, referred tthia prospectus as the “Restructuring.” In
connection with the Restructuring, our Predecesasar contributed to a wholly owned subsidiary of @@mpany by a subsidiary of Quantum
Pacific International Limited, a British Virgin Eshds company and parent company of an investmdaings group (the “Quantum Pacific
Group”). The Company did not engage in any busioesgher activities prior to the Restructuring egtin connection with its formation and
the Restructuring. The Restructuring was limite@ndties that were all under the control of thea@um Pacific Group and its affiliates, and,
as such, the Restructuring was accounted for @adction between entities under common cont®k Aesult, the consolidated financial
statements of Pacific Drilling S.A. are presentsihg the historical values of the Predecessoranfaial statements on a combined basis. The
financial information relating to the Company atsldubsidiaries have been prepared in accordaribeéJas. generally accepted accounting
principles (“GAAP”) and are in U.S. dollars.

Pro Forma Financial Statements

In 2007, our Predecessor entered into various aggets with Transocean Ltd. (“Transocean”) andutssiaries, which culminated in
the formation of a joint venture company, TransocBacific Drilling Inc. (“TPDI”), which was owned08% 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 Groumfmiconsideration, which is referred to in thisgpectus as the “TPDI Transfer,” to enable
the Company to focus on the operation and marketirige Company’s wholly-owned fleet. As a reso#ijther the Company nor any of its
subsidiaries currently owns any interest in TPDd,a&reginning in the second quarter of 2011, theltesf operations of TPDI are no longer
included in the financial results of the Company.

Pro forma financial information included in thisogpectus gives effect to the TPDI Transfer ashfi occurred as of January 1, 2010 for
purposes of the unaudited pro forma condensed tdassl statement of operations for the year erdecember 31, 2010. Pro forma financial
information of the Company included in this progpsaives effect to the TPDI Transfer as if it lnadurred as of January 1, 2011 for purpt
of the unaudited pro forma condensed consolidatgdraent of operations for the six months ende@ 3@ 2011. However, the pro forma
financial information may not reflect what our aaitvesults of operations would have been if the TPansfer had been completed as of such
dates and if we operated on that basis during pedbds.

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 its constéid financial statements. Rule 3-09 of Regulaiefirequires separate financial statem
of 50% or less owned persons accounted for un@eediity method by the registrant if either theome or the investment test in Rul®2¢w)
of Regulation S-X exceeds 20%. Given that the Campeas largely been involved in the constructiomeidv drillships, all of which have only
recently been completed or are still under coniagits equity income in TPDI exceeded the 20%&shold in 2009 and 2010 based on the
income test. Since TPDI was significant to the Campunder the income test, this prospectus aldodes audited financial statements for
TPDI pursuant to the requirements of Rule 3-09 efiRation SX. The audited financial statements of TPDI as et&nber 31, 2010 and 2C
and for the years ended December 31, 2010, 2002@0®| including the applicable notes thereto, Haen prepared in accordance with U.S.
GAAP and are presented in U.S. dollars.
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PROSPECTUS SUMMARY

This section summarizes information that appeates i this prospectus and is qualified in its eety by the more detailed
information and financial statements included elsere in this prospectus. This summary may not domtaof the information that may
be important to you. As an investor or prospediivestor, you should carefully review the entireggectus, including the risk factors &
the more detailed information that appears latethis prospectus. The information presented in pnisspectus assumes unless otherwis
indicated, that the underwriters’ right to purchaaéditional common shares is not exercised.

Unless otherwise indicated, references to the téasific Drilling,” the “Company,” “we,” “our,” “u  s” or similar terms refer to
the registrant, Pacific Drilling S.A., and its sudisiries. References in this prospectus to our ‘tRreessor” are to Pacific Drilling Limited
and its subsidiaries.

Our Business

We are an international offshore drilling compaynenitted to becoming a preferred provider of utlesepwater 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 crewsnyarily on a dayrate basis, to drill wells for airstomers. Led by a team of seasoned
professionals with significant experience in thieservices and ultra-deepwater drilling sectors specialize in the technically demanding
segments of the offshore drilling business.

We are primarily focused on the ultra-deepwaterkeiaiThe term “ultra-deepwater,” as used in th#ing industry to denote a
particular sector of the market, can vary and cw@s to evolve with technological improvements. §gaerally consider ultra-deepwater
to begin at water depths of more than 7,500 feéttarextend to the maximum water depths in whigh dre capable of drilling, which is
currently approximately 12,000 feet. Although we primarily focused on the ultra-deepwater marget,drillships can also operate in
water depths as shallow as 1,000 feet, giving e@sility to compete for jobs targeting shallowepths than ultra-deepwater.

Following completion of construction, our fully-deged fleet will consist of six newly constructedth generation ultra-deepwater
drillships, representing one of the youngest andtrtexhnologically advanced fleets in the world. "erently operate three recently
delivered drillships, have one drillship under domstion and have entered into contracts to constwo additional drillships. ThBacific
Borarecently completed its customer requested upgraésnodifications and entered service in Nigerigdagust 26, 2011 under a
three-year contract with a subsidiary of ChevrompBaation (“Chevron”). Théacific Sciroccds expected to enter service in Nigeria in
December 2011 under a one-year contract with adiabg of Total S.A. (“Total”). ThePacific Mistralis expected to enter service in
Brazil in December 2011 under a three-year contittt a subsidiary of Petrdleo Brasileiro S.A. (tRédras”). ThePacific Santa Ands
currently under construction by Samsung Heavy Itrtess(“SHI”), and is scheduled for delivery in Beober 2011. ThPacific Santa
Anais expected to enter service in the U.S. Gulf okMe in the first quarter of 2012 under a five-yeantract with a subsidiary of
Chevron. We entered into contracts with SHI in Ma2011 for the construction of our fifth and sixtéw advanced-capability, ultra-
deepwater drillships, theacific Khamsirand thePacific Sharay, which are expected to be delivered in the seemtithird quarters of
2013, respectively.

In June 2011, we signed an agreement with SHI gr@guois an option through October 31, 2011, whick wetended through Janu:
31, 2012, to purchase a seventh drillship at snliatly the same price and terms and conditionthesontracts for thBacific Khamsin
and thePacific Sharav We will continue to evaluate the long-term coimfis of the deepwater drilling market to determivieether to
exercise this option.

(L)
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Because our drillships are highly mobile, our fledt operate in a single, global market for th@ysion of contract drilling service
to the deepwater exploration and production inqufeepwater and ultra-deepwater drillships tygycabmpete in many of the same
markets as high-specification semi-submersible titgavever, newer ultra-deepwater drillships likedé in our fleet generally have
greater load capacity and are more mobile than-sebmnersible rigs, making them better suited fdlinly in remote locations where re-
supply is more difficult, and for exploration praegns that require frequent rig relocation. All of alillships are self-propelled and
dynamically positioned and have large carrying capaWe believe the long-term prospects for degpwadrilling are positive given the
expected growth in oil and gas consumption fromettgying nations, limited growth in crude oil suggliand high depletion rates of
mature oil and gas fields. Recent geologic sucedssgeepwater basins, improving access to promigéepwater areas and new, more
efficient technologies, are expected to be catalffistthe long-term exploration and developmerdedpwater fields. The location of our
drillships and the allocation of resources to boildipgrade rigs will be determined by the actdgtand needs of our customers. Currel
our four existing drillships are committed to wankthe deepwater regions of the U.S. Gulf of MexiBaazil and West Africa, which are
the three most active deepwater basins in the world

From our inception in 2006, we have committed ded billion to establish our existing ultra-deepsvéleet of six drillships, of
which we have spent approximately $2.7 billion tigl June 30, 2011. We funded the $2.7 billion sgeoiugh June 30, 2011 with
related party loans from an affiliate of QuantuntiR@ Group, which were subsequently converted eqaity, borrowings under our $1.8
billion Project Facilities Agreement (as definedlatescribed in further detail in “Management’s Dission and Analysis of Financial
Condition and Results of Operation—Description off Ghdebtedness”), and a portion of the net proseé@pproximately $576 million
from our private offering of 60,000,000 common €%ato international and U.S. investors in April 2@the “2011 Private Placement”).
Of the $1.7 billion of estimated remaining cap#&apenditures for our six drillships, we expectpersd approximately $0.5 billion for our
four drillships recently delivered or currently wrcconstruction, and $1.2 billion, excluding calid interest but including
commissioning and testing and other costs, onitthrend sixth drillships on order from SHI. Weéntd to finance the approximately $0.5
billion amount with additional borrowings under tReject Facilities Agreement. We intend to finattoe remaining $1.2 billion of capr
expenditures for the two newbuilds with our exigtoash balances and additional future indebtedmdgsh is uncommitted at this time.
For more information on the use of proceeds anctcapital requirements, please see “Use of Procemu$™Management’s Discussion
and Analysis of Financial Condition and Result®©gpieration—Liquidity and Capital Resources.”

Our Fleet

Our fleet will initially, on the basis of the cumecontracts, consist of six wha-owned sixth generation ul-deepwater drillship
based on a proven design from SHI using well-eisladtl advanced drilling systems from National Oilwarco (“NOV”). The following
table sets forth certain information regarding bigh-specification, ultra-deepwater drillships &November 4, 2011:

Date Delivered/ Water Depth Drilling Depth

Rig Expected Delivery Capacity (in feet Capacity (in feet Status
Pacific Bora@( October 201( 10,00( 37,50( Operating
Pacific Sciroccc®) April 2011 12,00( 40,00( Mobilization and

Customer Upgrads

Pacific Mistral @ June 201: 12,00( 37,50( Mobilization
Pacific Santa Ani®)©) December 201 12,00( 40,00( Under constructiol
Pacific Khamsir®Xc) April 2013 12,00( 40,00( On ordet
Pacific Shara®)c) September 20! 12,00( 40,00( On order
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@

(b)
(©)

(d)

These drillships have, or upon completion will heave oftline stand building system, which permits secti(stands) o
the drill string and casing to be assembled ankiedéor future use while drilling operations arepiogress on the main
well center without interruption or dela“off-line stand building syste”).

These drillships have, or upon completion will hadweal load path capability, which allows two dny stations under
single derrick to simultaneously conduct liftingepations “dual load path capabil).

These drillships have, or upon completion will hadeal gradient drilling upgrades. Dual gradierliidg is a technology
that allows two different pressure gradients tartzntained in the well (one in the drilling riserdhone in the well below
the mudline) by a process of replacing mud fromdtiéing riser with a seawater-density fluid (“dugradient drilling
capability”).

Maximum water depth could be extended to up tod@2feet with drillship modifications

Our Contract Backlog

Our contract backlog includes firm commitments omiich are represented by signed drilling congas of November 4, 201
our contract backlog was approximately $2.2 billaowd was attributable to revenues we expect torgenen theéPacific Bora, thePacific
Santa Anathe Pacific Sciroccaand thePacific Mistralunder firm contracts with Chevron, Total and PetasbWe calculate our contract

backlog by multiplying the contractual dayrate bg minimum number of days committed under the emtdr(excluding options to
extend), assuming full utilization, and also in@udobilization fees, upgrade reimbursements aner sdvenue sources, such as the
standby rate during upgrades, as stipulated icahéact.

The actual amounts of revenues earned and thel petieds during which revenues are earned magdifobm the amounts and
periods shown in the table below due to, for exangtipyard and maintenance projects, downtimeo#imet factors that result in lower
revenues than our average contract backlog per day.

The firm commitments that comprise our contrackl@g as of November 4, 2011, are as follows:

Average
Contract
Backlog
Revenue
Contracted Contractual Actual/Expected  Contracted
Contract Per Contract
Rig Location ~ Customer  Backlog(©) Dayrate Day (©) Commencement Term
Pacific Bora Nigeria Chevron $566,868,85 $  474,70( $553,00( August 26, 201: 3 years(a)
Pacific Sciroccc Nigeria Total $210,141,00 $ 470,000  $574,00( December 201 1 year(®)
Pacific Mistral Brazil Petrobra:  $537,090,00 $ 458,00( $490,00( December 201 3 years
Pacific Santa An: U.S. Gulf o Chevron $916,462,70 $ 467,50 $502,00( First Quarter 201 5years
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
option periods
(c) Rounded to the nearest $1,000. Based on signéigligbntracts

Although we currently do not have letters of awardirilling contracts for th@acific Khamsiror thePacific Sharay, we expect that
the long-term demand for deepwater drilling capaititestablished and emerging basins should pravsdeith opportunities to contract
these two drillships prior to their delivery dates.




Table of Contents

Index to Financial Statements

Our Business Strategie!
Our principal business objective is to increaseethalder value. We expect to achieve this objedtiveugh the following strategie

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

Establish position as a preferred ul-deepwater drilling contractor with newly built Higspecification units High-
specification drilling units are specifically des&g to meet the requirements of customers foiimtyiih deepwater basins and
complex geological formations and for drilling weWith challenging profiles. In addition, we bekethat our new drilling uni
have a competitive advantage over older units tmxatitheir improved safety features, greater iefficy and enhanced
mobility. Furthermore, it is easier to attract mesperienced operating personnel to newer drillings due to their superior
working and living conditions and potential for tegtcareer opportunitie

Capitalize on increased exploration and developnaetivity in deepwater basinsAs demand for hydrocarbons increases and
mature producing basins naturally decline, we belitaere will be an increasing emphasis on exglmmand development in
deep waters to exploit new and attractive prosp&asent major discoveries in deepwater basingtieg with technological
advances that make such exploratory and developactinities more economic, have increased poted@aklopment
opportunities for deepwater drilling services. Waidve that the water-depth capability of our ultieepwater drilling units wi
further our ability to secure lo-term ultrezdeepwater contracts in the futu

Develop strategic relationships with h-quality customers We expect to derive a significant portion of éuture revenue
from contracts with national oil companies, majaernational oil companies and large investmentigiadependent
exploration and production companies. These custeiead to take a long-term approach to the devedoyp of substantial
hydrocarbon finds with multi-year development paogs as well as multi-year capital expenditure comments, which we
believe will enhance the likelihood of our securattractive lon-term drilling contracts

Identify and generate growth opportunit. We expect to grow through newbuilds as well estatjic transactions, with
continued focus on the ultra-deepwater market. Wlecancentrate on those growth opportunities thatbelieve will create
maximum shareholder valu

Experienced and international management t. Our management team has extensive industry exerioperating in
locations worldwide, with an average of over 20rge# experience. We believe that our managemeant’ssignificant
experience, as well as its diverse internationekgeound, enhances our ability to effectively opem@n a global basis and
throughout industry cycle:

New and technologically advanced fl. Our fleet is comprised of some of the newestrandt technologically advanct
drillships in the world. Each of our premium, higpecification drillships is designed to operatevater depths of up to 12,000
feet. Furthermore, our ultra-deepwater drillshipes self-propelled, dynamically positioned and dulé&or drilling in remote
locations. Our high-specification units are expédteachieve faster drilling and shorter transpamatimes between locations
relative to older units in the market. In addititim Pacific Santa Anathe Pacific Khamsirand thePacific Sharawvill have

dual gradient drilling capabilities and also oféethanced capabilities for well completion wc

Strong backlog with crec-worthy counterpartie. We have and are continuing to develop a stromgmee backlog the
currently consists of contracts for two of our ldhips with a subsidiary ¢

4
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Chevron and contracts for two other drillships vétibsidiaries of Total and Petrobras. As of Noverdh@011, our contra
backlog on théacific Bora, thePacific Santa Anahe Pacific Sciroccaand thePacific Mistralunder these contracts was
approximately $2.2 billion. We believe these higlality customer commitments will provide us witlstable cash flow for the
next several year

. Uniformity of assets The uniformity of our assets enables efficierd atreamlined labor, maintenance, supply chain and
operating support systems, which we believe withalus to develop and maintain a competitive ctrsicture. The similarity
of our ship designs allows for interoperability argamur crews and operating systems, which sholdsvahembers of our cre
to serve interchangeably on any of our drillshifdditionally, our drillships’ consistent technicgpecifications and equipment
make spare parts interchangeable, which reducesaghtal requirements associated with keeping spars in stock, lowering
maintenance and supply chain co

Recent Developments

On August 26, 2011, Pacific Drilling initiated dirlg operations when theacific Boracommenced its contract with Chevron in
Nigeria. Following its operational startup, {Pacific Borahas reached performance levels in line with inguskpectations. We currently
expect théPacific Mistraland thePacific Sciroccdo start operations under their respective cordrexcDecember 2011. THeacific Santa
Anais anticipated to commence operations under itsraohin March 2012, Our financial results are hygiependent on the contract si
dates for our drillships, because our financiabgegtion policies require that we do not recogroperating expenses or revenues until th
start of contract operations. This has particulgmificance for the full year 2011 because it is fitst year of operations. Given the
complexity of our drillships and our strategy otammodating customer requested and funded upgtades vessels, it is difficult to
forecast with precision the start dates of indiaidcontracts and therefore the start of revenuecastirecognition. In line with this
strategy, actual and estimated contract start datesur drillships have changed materially throoghthe year, and the analyst reports
available as of November 4, 2011 may not refleesé¢hlater start dates or the associated finaresalts.

Shares Eligible for Future Resale

In April 2011, we completed an offering of 60,00@)Ccommon shares to international and U.S. investoaccordance with
Regulation S and Regulation D under the Secuit@swhich are currently traded on the NorwegianGdist. Following the completion
of the initial public offering, the 41,850,000 coramshares initially sold pursuant to Regulatiom &e 2011 Private Placement or those
sold in subsequent resales pursuant to RegulatinaySbe resold immediately in the U.S. public mag the common shares sold
pursuant to Rule 144A in the 2011 Private Placemeyt be resold in the U.S. public market, subjecdmpliance with Rule 144 under
the Securities Act. In addition, Quantum Pacifio@y owns 150,000,000 shares, or approximately 6@#8ar total outstanding commu
shares following the completion of the offeringdarertain of our officers and directors will own01000 shares, or approximately 0.05%
of our outstanding common shares following the cletign of the offering, all of which are restricttdm immediate resale under the
federal securities laws and are subject to the-lgrlkgreements between such parties and the uritiesadescribed in “Underwriterstiut
may be sold into the market in the future. In catiom with this offering, we intend to enter intgegistration rights agreement with
Quantum Pacific (Gibraltar) Limited which will reme us to effect the registration of its commonrskan certain circumstances no eai
than the expiration of the lock-up period contaiirethe underwriting agreement entered into in @mtion with this offering. The sales of
substantial amounts of our common shares, or theepgon that these sales may occur, could caesedrket price of our common she
to decline. Please read “Shares Eligible for FuResale” and “Risk Factors—Risks Relating to théefiig and an Investment in Our
Common Shares—Future sales of our common shaths jpublic market could lower our stock price, amg additional capital raised by
us through the sale of equity or convertible s¢imsrimay dilute your ownership in us.”

D
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Risk Factors

We face a number of risks associated with our ssimnd industry and must overcome a variety dfestgees to utilize ou
strengths and implement our business strategiesseThisks relate to, among others, changes inftsleooe contract drilling industry,
including supply and demand, utilization rates,rdégs, customer drilling programs and commoditgesj a downturn in the global
economy; hazards inherent in our industry and djmeraresulting in liability for personal injury ¢oss of life, damage to or destruction o
property and equipment, pollution or environmentahage; inability to comply with covenants in oebtlagreements; inability to finan
capital projects; and inability to successfully éaypour drillships.

You should carefully consider the following riskispse other risks described in “Risk Factors” dredther information in this
prospectus before deciding whether to invest incomnmon shares.
Risks Related to Our Business

. We have a limited operating history, which makesdtre difficult to accurately forecast our futuesults and may make it
difficult for investors to evaluate our businessl aur future prospects, both of which will incredise risk of your investment
in our common share

. We have a limited asset base and currently refthore customer accounts. The loss of any customsgoificant downtime o
any drillship could adversely affect our finanaiaindition and results of operatiol

. The contract drilling industry is highly compet#ivCompared to companies with greater resourcesyayebe at a competitiy
disadvantage

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

. The imposition of stringent restrictions or protidms on offshore drilling by any governing bodyyteave a material adver
effect on our busines

. Our current backlog of contract drilling revenueynmat be fully realized.

. The Project Facilities Agreement imposes signifiegrerating and financial restrictions on certdiowr subsidiaries, whic
may prevent us from capitalizing on business oppities and taking some actiol
Risks Relating to the Offering and an Investment@ur Common Shares

. Your rights and responsibilities as a shareholdébe governed by Luxembourg law and will differ some respects from t
rights and responsibilities of shareholders undleemjurisdictions, including the United Statesd @ahareholder rights under
Luxembourg law may not be as clearly establisheshaseholder rights under the laws of other jucisains.

. We are controlled by a single shareholder, whiakicceesult in potential conflicts of interest witlur public shareholder

Tax Risks

. Changes in tax laws, treaties or regulations oeest/outcomes resulting from examination of ourédmrns could adverse
affect our financial result:

. We may not be able to make distributions withoudjscting you to Luxembourg withholding tax.
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Corporate Structure
The following chart illustrates our anticipated porate structure after giving effect to this offeyi
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(1) The 150,000,000 common shares owned by the Quaaaific Group are held by Quantum Pacific (Gibrltamited, a
wholly-owned subsidiary of Quantum Pacific Intefoaal Limited, the indirect ultimate owner of whigha trust in
which Idan Ofer and certain members of his family the primary beneficiarie

(2)  All subsidiaries are, indirectly or directly, whplbwned by us, other than Pacific Internationalldg West Africa
Limited, “PIDWAL,” which is controlled and 90% owdeyy us with 10% owned by Derotech Offshore Sesvidenited,
a privately-held Nigerian registered limited liatyilcompany. In order to comply with local contdatv in Nigeria, we
expect to convey up to a 50% interest in PacificaBdmited and Pacific Scirocco Limited, to PIDWARIDWAL is also
a party to the drilling contracts for tlPacific BoraandPacific Sciroccc.
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Principal Executive Offices

Our principal executive offices and registereda&fin Luxembourg is located at 16, Avenue Paste-2310 Luxembourg. Ot
operational headquarters are located at 3050 RasBOd., Suite 1500, Houston, Texas 77056. Owpiebne number at this address is
(713) 334-6662. Investors should contact us foriaguiries through the address and telephone nuwfbeur operational headquarters.
Our website isvww.pacificdrilling.com The information contained on our website is npag of this prospectus.

Other Information

Because we are incorporated under the laws of taad=Duchy of Luxembour¢‘Luxembour(’), you may encounter difficult
protecting your interests as shareholders, and gbility to protect your rights through the U.Sdéeal court system may be limited. Ple
refer to the sections entitled “Risk Factors” aishforcement of Civil Liabilities” for more informiztn.
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Common shares offere

Common shares outstanding immediately after theriofj

Use of proceed

Voting Rights

Dividend Policy

The Offering

6,000,000 share
6,900,000 shares, if the underwriters exercise theirallotmen

option in full.

216,000,000 share
216,900,000 shares, if the underwriters exercisg tver

allotment option in full

We will receive net proceeds from this offeringapfproximately

$43.3 million, or approximately $50.1 million ifeh
underwriters exercise their over-allotment optiotdill, in
each case after deducting underwriting discounts,
commissions, structuring fees and estimated offeexpense
payable by us. We intend to use the net proceettgsf
offering, including any exercise of the underwstesver-
allotment option, for general corporate purposdscivmay
include working capital and capital expenditure® vay als
use a portion of these proceeds to make the doymeat for
a seventh drillship if we determine to exercise @ption with
SHI, although we have not made any determinatigh wi
respect to the exercise of the option as of the dathis
prospectus. Please re"Use of Proceed’

Holders of our common shares are entitled to orte per

common share in all shareholders’ meetings. Pleses
“Description of Share Capi—Voting Rights”

We have not paid a dividend on our common shagest or

otherwise, and we do not intend to do so in the éuliate
future. The payment of future dividends, if anyll e
determined by us in light of conditions then exigtiincluding
our earnings, financial condition, capital requigsts,
restrictions on cash distributions to us by oursgdiaries in
existing (including the Project Facilities Agreert)esnd
future financing agreements, business conditionisctimer
factors. Declaration and payment of any dividenslilsject to
our discretion and the requirements of applicade We
intend to make a dividend to holders of our comrsloares as
soon as we determine it is prudent to do so, takita
account capital expenditures, targeted growth amtbpmanc
metrics, and restrictions on cash distributionad
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by certain of our subsidiaries under the termdefRrojec
Facilities Agreement or any additional debt finaugcentered
into in connection with the construction of tRacific
Khamsin, thePacific Sharawand any additional drillships we
may construct or acquir

Exchange listing Our common shares have been approved for listing@New
York Stock Exchange (the “NYSE”) under the symbol
" PACD."

Transfer Agen American Stock Transfer & Trust Company, LL

Risk factors Investment in our common shares involves a highetegf risk.

You should carefully read and consider the infororaset
forth under the heading “Risk Factors” and all othe
information set forth in this prospectus beforedsting in our
common share!

The number of common shares that will be outstanditer the offering excludes:

. 12,000 shares issuable upon the vesting of outsigmestricted stock units outstanding as of Noverh 2011 under our sta
incentive plan

. 2,801,311 shares issuable upon the exercise afrgptiutstanding as of November 4, 2011 under ogkshcentive plan; an

. an aggregate of 4,386,689 common shares reserdeavailable for future issuance as of Novembet04,12under our stock
incentive plan

10
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Summary Historical Consolidated and Unaudited Pro Brma Financial Data

You should read the following summary consolidditedncial data in conjunction with “PresentationFafiancial Information,”
“Selected Historical Consolidated and Unaudited Ryoma Financial Data,” “Management’s Discussiod Analysis of Financial
Condition and Results of Operations” and our histdrconsolidated financial statements and unaddgite forma financial information
and related notes thereto included elsewhere $nptftispectus. The financial information includedhiis prospectus may not be indicative
of our future results of operations, financial citioth and cash flows. We did not begin to recogriperating revenue until theacific
Boracommenced drilling operations on August 26, 2011.

The following summary historical consolidated fioa data of Pacific Drilling S.A. is presentedngsithe historical values from our
Predecessor’s financial statements on a combingid.ddowever, the issued share capital of Pacifitilly S.A. is retrospectively
reflected for all periods in the summary historicahsolidated financial data to reflect the 150,000 common shares held by the
Quantum Pacific Group at the completion of the Restiring.

Set forth below is (i) summary historical consotathfinancial data as of December 31, 2010 and 20@%or the years ended
December 31, 2010, 2009 and 2008, which have beswved from our consolidated financial statememéppred in accordance with U.S.
GAAP included elsewhere in this prospectus, (imswary historical consolidated financial data aBetember 31, 2008 which have been
derived from our unaudited consolidated financiatesments prepared in accordance with U.S. GAARmotided in this prospectus,

(iii) summary historical consolidated financial ddior the six months ended June 30, 2010 and 20d balance sheet data at June 30,
2011, which have been derived from our unauditediensed consolidated financial statements prepar@ccordance with U.S. GAAP
included elsewhere in this prospectus, and (iv)fprma consolidated financial data for the yeareshBecember 31, 2010 and for the six
months ended June 30, 2011, which have been ddrimedthe unaudited pro forma condensed consolitfitancial statements included
elsewhere in this prospectus.

Pro forma financial information included in thisogpectus gives effect to the TPDI Transfer ashifi occurred as of January 1,
2010 for purposes of the unaudited pro forma coselérronsolidated statement of operations for the ged December 31, 2010. For
purposes of the unaudited pro forma condensed tidatexrl statement of operations for the six moetided June 30, 2011, pro forma
financial information included in this prospectugeas effect to the TPDI Transfer as if it had ocedras of January 1, 2011. However, the
pro forma financial information may not reflect witoaur actual results of operations would have hetre TPDI Transfer had been
completed as of such dates and if we operatedairb#sis during such periods.

Historical Pro Forma
Years Ended Six Months Year Ended Six Months
December 31, Ended June 30, December 31 Ended June 30
2010 2009 2008 2011 2010 2010 2011
(unaudited) (unaudited) (unaudited) (unaudited)

(in thousands, except share and per share dat
Statement of operations data

General and administrative expen $ (19,715 $ (8,829 $ (1,58¢9) $ (23,819 $ (7,822) $ (19,715 $ (23,817
Depreciation expens (395) (134) — (31€) (173) (395) (316)

Operating income (los: (20,110 (8,95¢) (1,589) (24,12%) (7,995 (20,110 (24,12%)
Equity in earnings (loss) of TPL 56,307 4,291 679 18,95¢ 23,32¢ — —
Other (expense) incon 1,102 2,38 7,75¢ 1,76( 63¢ (13) 1,57(

Net income (loss $ 37,29¢ $ (2,287) $ 5,491 $ (3,419 $ 15,96¢ $ (20,129 $ (22,55¢)
Earnings (loss) per common she

Basic and dilute(®) $ 0.2% $ (0.02) $ 0.04 $ (0.02) $ 0.11 $ 0.19 $ (0.19
Average common shares outstandi

Basic and dilute(®) 150,000,00 150,000,00 150,000,00 178,839,77 150,000,00 150,000,00 178,839,77

11
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(1) Working capital is defined as current assets mowsent liabilities.
(2)  Includes current maturities of lo-term debt

Restructuring

Historical
December 31,
2010 2009 2008
(unaudited)
(in thousands)

Balance sheet data
Working capital® $ 14,48. $  4,00¢ $ 39
Property and equipment, r 1,893,42! 927,55¢ 737,75:
Investment in and notes to TP 186,71« 147,85 102,32!
Total asset 2,271,94 1,087,29: 841,58(
Long-term debi® 450,00( — —
Relater-party loan — 832,64 633,99°
Accrued interest payable on rele-party loan — 39,01¢ —
Shareholder equity 1,775,20 207,74¢ 206,04(

(3) Retrospectively adjusted for all periods to reflénet issued share capital of Pacific Drilling Sféllowing the

June 30,
2011
(unaudited)

$ 163,11t
2,886,02.
3,325,38:
931,00(

2,256,25!
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RISK FACTORS

An investment in our common shares involves a tiégjiee of risk. You should consider carefully tiiloiving risk factors, as well as the
other information contained in this prospectus doefmaking an investment in our common shares.ohtiye 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 fo
investors to evaluate our business and our futur@gpects, both of which will increase the risk afyr investment in our common shares.

Only one of the drillships that will comprise ouitial fleet of six newly constructed ultra-deepesadrillships is currently operating, and
only three of these drillships that will compriser @nitial fleet had been delivered as of Novermdbe2011. In addition, we did not begin to
recognize operating revenue until fhacific Boracommenced drilling operations on August 26, 20ldcdise of our limited operating history,
we lack extensive historical financial and openaaiodata, making it more difficult for an investorevaluate our business, forecast our future
revenues and other operating results and assesgeffits and risks of an investment in our commaare$. This lack of information will
increase the risk of your investment in our comraloares. Moreover, you should consider and evatuaterospects in light of the risks and
uncertainties frequently encountered by companidgs avimited operating history. These risks anfficlilties include challenges in accurate
financial planning as a result of limited histofidata and the uncertainties resulting from haviad a relatively limited time period in which
implement and evaluate our business strategiesrapared to older companies with longer operatistphies. If we are not able to successi
meet these challenges, our financial conditionylte®f operations and cash flows could be matgradversely 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 driips, we anticipate revenues will depend on cotgradth a limited number of customers.
We currently have six drillships, two of which angrrently under contract with the same customegv@n, one of which is under contract
with Total, one of which is under contract with é&tras, and two of which are on order with SHI,estiied for delivery in the second and tt
quarter of 2013, respectively, and which are nouyeler contract. Our financial condition, reswt®perations or cash flows could be
materially adversely affected if any one of thegstomers were to interrupt or curtail its actiwstia the U.S. Gulf of Mexico, Nigeria or Brazil,
fail to pay for the services that have been perémnterminate its contract with us, fail to renésveixisting contract with us or refuse to award
new contracts to us and we are unable to entercontracts with new customers on comparable tefims.loss of Chevron, Total or Petrobras
as a customer could have a material adverse effeatir financial condition, results of operatiomsl @ash flows. In addition, our limited
number of drillships makes us more susceptiblet¢oeimental loss in the event of downtime on anyap®rating unit. If any one of our
drillships becomes inactive for a substantial peobtime and not otherwise earning contractuaéneses, it could have a material adverse
impact on our operations and financial condition.

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

The offshore contract drilling industry is highlgrapetitive with numerous industry participants, @af which has a dominant marl
share. Drilling contracts are traditionally awardeda competitive bid basis. The proposed daysatdtén the primary factor in determining
which qualified contractor is awarded a contract,
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although rig availability and the quality and teiah capability of service and equipment are afspartant factors. Other key factors include a
contractor’s reputation for service, safety recenlironmental record, technical and engineerirgpstt and long-term relationships with
national and international oil and natural gas canigs. Our competitors in the offshore contradtidg industry generally have larger, more
diverse fleets, longer operating histories wittabshed safety and environmental records overasorable period of time, long-term
relationships with customers and appreciably grdatancial and other resources and assets thatow8imilarly, some of these competitors
are significantly better capitalized than we arbiclt may make them preferable to us to the extenttistomer is concerned about our ability
to cover potentially significant liabilities. Asrasult, our competitors have competitive advantéigasmay adversely affect our efforts to
contract our drillships on favorable terms, if bt @nd correspondingly negatively impact our fingh condition, results of operations or cash
flows. Additionally, we are at a competitive disadtage to those competitors that are better cggithbecause they are in a better position to
withstand the effects of a downturn in our industry

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

There are numerous hi-specification rigs currently under contract for stvaction in the industry worldwide. We estimaterthare
approximately 56 ultraleepwater rigs scheduled for delivery between Ndnerrit, 2011 and the end of 2014, 34 of which ateyebcontracte
to customers. The entry into service of these neitg will increase supply and could curtail a st#wening, or trigger a reduction, in dayrates
as rigs are absorbed into the active fleet. Anyease in construction of drilling units could negelly impact utilization and dayrates. Lower
utilization and dayrates could require us to eimttr lower dayrate contracts or to idle one or mafreur drillships, which could have a mate
adverse effect on our financial condition, resafteperations and cash flows or result in the redam of impairment charges on our drillshi

The demand for our services depends on the levedivity in the offshore oil and natural gas indtry, which is significantly affected by oil
and natural gas prices and other factors beyond @antrol.

The demand for our services depends on the lewsttofity in oil and natural gas exploration, demhent and production in offshc
areas worldwide. Oil and natural gas prices andataxpectations about potential changes in thesegsignificantly affect this level of
activity. Higher spot market commodity prices dd necessarily or quickly translate into increasgtiirtg activity since customers’
expectations about long-term commodity prices didee demand for offshore drilling services. Like®j increased competition for customers’
drilling budgets could come from markets in whicé @o not provide services, such as land-based gneaigkets in Africa, Russia, Western
Asia, the Middle East, North America and elsewh&estomers’ drilling programs are also affectedh®yavailability of attractive drilling
prospects, results of exploratory drilling, relatproduction costs, the stage of reservoir devesoinbudgetary constraints and political and
regulatory environments.

Historically, the markets for crude oil and natugak have been volatile and are likely to contitoulee volatile in the future. For examg
since January 1, 2010, the New York Mercantile Bxgfe (the “NYMEX”") daily settlement price for theopnpt month crude oil contract has
ranged from a high of $115.45 per barrel to a |[6\W%5.01 per barrel. Since January 1, 2010, the [EXMiaily settlement price for the prompt
month natural gas contract ranged from a high &3%@er MMBtu to a low of $3.72 per MMBtu. As of Member 4, 2011, the NYMEX daily
settlement price for the prompt month crude oiltcact was $94.26 per barrel, while the NYMEX daibttlement price for the prompt month
natural gas contract was $3.78 per MMBtu. The ntar&ad prices for crude oil and natural gas demenictors beyond our control. These
factors include:

. worldwide demand for oil and natural gas, includgapnomic conditions and activity in the Unitedt&¢a China and other ene-
consuming market:
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. the cost of exploring for, developing, producingl atelivering oil and natural gas, and the relatiwst of onshore production
importation of natural ga:

. the ability of the Organization for Petroleum Exjoog Countries (“OPEC”) to set and maintain prodreievels and pricing;
. the level of production in n-OPEC countries

. expectations regarding future prices and levelsro€luction of oil and natural gas;

. the policies of various governments regarding evgtion and development of their oil and natural igs®rves

. the development and exploitation of alternativdfuand the competitive, regulatory and politicasition of hydrocarbons as a
source of energy compared with other energy sou

. the availability and discovery rate of new oil aratural gas reserves;
. the rate of decline of existing and new oil andurgtgas reserve

. global economic and weather conditions;

. advances in exploration, development and produ¢&ohnology

. domestic and international tax policies and govemmtmegulations;

. the ability of oil and natural gas companies teeaiapital

. the worldwide military and political environmentciuding uncertainty or instability resulting fraam outbreak of armed hostilities
or other crises in the Middle East or other geohi@preas or further acts of terrorism in the UshiBtates or elsewhere; a

. acts of civil disobedience or piracy that affedtasid natural gas producing regions, especialiWast Africa, where armed confli
and civil unrest remain a conce

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

Failure to secure drilling contracts prior to depjanent of our remaining newbuild drillships could v& a material adverse effect on our
financial condition, results of operations or cadtows.

We have not yet secured drilling contracts forPacific Khamsirand thePacific Shara\, which are being built pursuant to contracts
SHI and are scheduled for delivery in the secortthind quarter of 2013, respectively. Our abitibyobtain drilling contracts for these
drillships will depend on market conditions and oustomers’ drilling programs. If the ultra-deeperadrilling market is experiencing
overcapacity when theacific Khamsirand thePacific Sharaware delivered, we may not be able to contract tdefiships on favorable terms,
or at all. Our failure to secure a drilling contréar any of our uncontracted rigs prior to its gment could have a material adverse effect on
our financial condition, results of operations aagh flows.

Because our business is focused exclusively ondfighore drilling market, adverse developments hretoffshore drilling industry coulc
have a material adverse effect on our financial aition, 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.
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The imposition of stringent restrictions or prohitions on offshore drilling by any governing body méave a material adverse effect on our
business.

Events in recent years have heightened environmanteregulatory concerns about the oil and naaalindustry. From time to time,
governing bodies have enacted and may proposedggisor regulations that would materially limit prohibit offshore drilling in certain
areas. If laws are enacted or other governmentiarais taken that restrict or prohibit offshorélldrg in our expected areas of operation, our
business could be materially adversely affected.

For example, the U.S. governmental, regulatoryiaddstry response to thgeepwater Horizomrilling rig accident in April 2010 and
resulting oil spill could have a prolonged and mateadverse impact on drilling operations in th&UGulf of Mexico. Following the April
2010 fire and explosion aboard theepwater Horizowlrilling platform owned by a competitor and subsemjuelease of oil from the Macondo
well in the Gulf of Mexico, the federal Bureau of€an Energy Management, Regulation and Enforce(fBOIEMRE”) issued a moratorium
on deepwater drilling activities in the U.S. GuifMexico, which was lifted on October 12, 2010, atsb implemented a series of
environmental, technological and safety measurtesded to improve offshore safety systems and enwiental protection. The recently
issued safety regulations require operators to,ngnather things, submit independent thiraty reports on the design and operation of bld\
preventers (“BOPs”) and other well control systearg] conduct tests on the functionality of well tohsystems. Additional regulations
address new standards for certain equipment inddivéhe construction of offshore wells, especi@®Ps, and require operators to implement
and enforce a safety and environmental managerygstars, including regular third-party audits of $aferocedures and drilling equipment to
assure that offshore rig personnel and equipmemairein compliance with the new regulations. Ptoothe resumption of drilling following tt
moratorium, each operator is required to demorestteit it has in place written and enforceable gdoces, pursuant to applicable regulations,
that ensure containment in the event of a deepwédarout. Only a limited number of new drilling peits have been issued by the BOEMRE
since resumption of new permit issuance in Febr@@fyl. On October 1, 2011, the BOEMRE was separatedwo federal Bureaus, the
Bureau of Ocean Energy Management (“BOEM”), whielndiies offshore leasing, resource evaluation, vegied administration of oil and gas
exploration and development plans, renewable engggglopment, National Environmental Policy Actlges and environmental studies, and
the Bureau of Safety and Environmental Enforcenf8$EE”), which is responsible for the safety amdoecement functions of offshore oll
and gas operations, including the development afmf@ement of safety and environmental regulatipesmitting of offshore exploration,
development and production activities, inspectiafishore regulatory programs, oil spill responsd aewly formed training and
environmental compliance programs. Any recovergrofvth prospects in the Gulf of Mexico may stalihié current pace of permit issuance
the BSEE does not increase significantly. In tegulatory environment, Chevron may be unable tomence drilling operations with the
Pacific Santa Anin the U.S. Gulf of Mexico according to its origindans. In such case, and pursuant to the condetvron may choose
either to operate theacific Santa Anén the U.S. Gulf of Mexico performing operationgpéted under existing regulations at that time, to
operate théacific Santa Anautside of the U.S. Gulf of Mexico or to pay thentractual standby dayrate. Chevron may also chtmegercise
the contracs termination clause, under which Chevron woulddogiired to pay a standby rate to us on a montadystfor the remaining peri
of the contract.

The U.S. Gulf of Mexico represents a significanttipm of the industrys existing deepwater drillship demand. The BOEMREatorium
and new regulations have created significant uatc#yt regarding the outlook of offshore drillingtiéy in the U.S. Gulf of Mexico and
possible implications for regions outside of th&UGulf of Mexico. If the new regulations, operatiprocedures and possibility of increased
legal liability are viewed by our current or futurestomers as a significant impairment to expepteétability on drilling projects in the U.S.
Gulf of Mexico, deepwater drillships and other tiog rigs could depart the U.S. Gulf of Mexico, wihiwould likely affect the global supply
and demand balance for such drillships and rigsltieg in lower dayrates and/or utilization anchare competitive and challenging business
environment in the international sector. In additio the new safety requirements recently issueB®@EMRE, the BSEE could
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issue additional safety and environmental guidslioreregulations for drilling in the U.S. Gulf ofédico that could disrupt or delay drilling
operations, increase the cost of drilling operationreduce the area of operations for deepwailéngrwigs, and other governments could take
similar actions. Moreover, there exists the posgif added exploration and development plan apgt or drilling permit delays as the
functions of the former BOEMRE are fully divestedrh the former agency into the two newly createtéfal bureaus. All of these
uncertainties could result in increased future afieg costs, including insurance costs, which wg ma be able to pass through to our
customers.

Our global operations may be adversely affectedpblitical and economic circumstances in the courdsiin which we operate. A significant
portion of our business is conducted in Nigeria, igh exposes us to risks of war, local economic atstities, corruption, political disruptior
and civil disturbance in that region.

A primary component of our business strategy isgerate in global oil and natural gas producingsr®Ve are subject to a numbe!
risks inherent in any business that operates digbatluding:

. political, social and economic instability, warrggdy and acts of terrorism;

. potential seizure, expropriation or nationalizatarassets

. damage to our equipment or violence directed aeoysloyees, including kidnappings;

. increased operating costs;

. complications associated with supplying, repaidngl replacing equipment in remote locatic
. repudiation, modification or renegotiation of cauts;

. limitations on insurance coverage, such as waraisknamed windstorm coverage in certain al
. import-export quotas;

. confiscatory taxatior

. work stoppages;

. unexpected changes in regulatory requireme

. wage and price controls;

. imposition of trade barrier:

. imposition or changes in interpretation and enforeet of local content laws, such as those we musetly comply with in
Nigeria and Brazil

. restrictions on currency or capital repatriations;
. solicitation by government officials for impropesyoments or other forms of corruptic
. currency fluctuations and devaluations; and

. other forms of government regulation and econoroi@dions that are beyond our contt

These risks may be higher in the developing coessuch as Nigeria, where tRacific Boraentered service in August 2011 under a
three-year drilling contract with a wholly-ownedderian subsidiary of Chevron and tRacific Sciroccds expected to enter service in
December 2011 under a one-year drilling contrath wisubsidiary of Total, with two one-year opti@ml one two-year option. Countries in
West Africa have experienced political and econoimstability in the past and such instability mayntinue in the future. Additionally, Nigeria
is ranked 134 out of 180 countries in Transpardntsrnational’s 2010 Corruption Perceptions Inde# placed 125 out of 183 in the World
Bank’s Doing Business 2010 report. Furthermoresetlage significant sectarian tensions in Nigerimagithe numerous different ethnic and
tribal groups, which have resulted in sporadicefime. Disruptions may occur in the future, anddessused by these disruptions may occur
that will not be covered by insurance.

17



Table of Contents
Index to Financial Statements

Our contract drilling operations may be adverselffected by various laws and regulations in countien which we operate relating to the
equipment and operation of drilling units, oil andatural gas exploration and development, import aagport activities.

Governments in some foreign countries have beaeasingly active in regulating and controlling thvenership of concessions and
companies holding concessions, the exploratiomifand natural gas and other aspects of the dilratural gas industries in their countries,
including local content requirements for participgtin tenders for certain drilling contracts. Maggvernments favor or effectively require t
drilling contracts be awarded to local contractarsequire foreign contractors to employ citizefisoo purchase supplies from, a particular
jurisdiction. These practices may result in inééficies or put us at a disadvantage when we biddotracts against local competitc

In addition, the shipment of goods, services aptrielogy across international borders subject® extensive trade laws and regulatic
Our import and export activities are governed bigua customs laws and regulations in each of thties 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 impEsEomic sanctions against certain countries, psrand other entities that may restrict or
prohibit transactions involving such countries,qoes and entities, and we are also subject to {8eati-boycott law.

The laws and regulations concerning import and ebaudivity, recordkeeping and reporting, importiaxport control and economic
sanctions are complex and constantly changing.&lzess and regulations may be enacted, amendeatcenfor interpreted in a manner
materially impacting our operations. The globalremaic downturn may increase some foreign governiaaitorts to enact, enforce, amen
interpret laws and regulations as a method to asgeevenue. Shipments can be delayed and derpedtior export for a variety of reasons,
some of which are outside our control and someti€iwmay result from failure to comply with exigitegal and regulatory regimes. Shipp
delays or denials could cause unscheduled opeghtimvntime. Any failure to comply with these applble legal and regulatory obligations
also could result in criminal and civil penaltieddasanctions, such as fines, imprisonment, debdrfran 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 aypital.

Delays or cost overruns in the construction of nelllships or the modification of existing drillshps could adversely affect our busine:
These risks are concentrated because all of outlghips currently on order and under constructiorre being built by SHI in South Korea.

As of November 4, 2011, we have a total of thregpaeater newbuild rigs currently on order or undsrstruction or modification (the
Pacific Santa An;, thePacific Khamsirand thePacific Sharay). In addition, in June 2011, we signed an agre¢mvéh SHI granting us an
option through October 31, 2011, which was extertdealigh January 31, 2012, to purchase another uighdirillship at the same price and
similar terms and conditions as those currentlyeurmdnstruction. We may enter into agreements nonecence newbuild projects in the future.
Additionally, as part of our growth strategy we nm@ntract from time to time for the constructiondoilling units. Such construction projects
are subject to risks of delay or cost overrunsiiehein any large construction project, includirggts or delays 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 work;

. shortages or unforeseen increases in the costugragnt, labor and raw materials, particularly kt
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. unforeseen design and engineering problems, inojuidiose relating to the commissioning of newlyiglesd equipment
. unanticipated actual or purported change orders;

. work stoppages and labor disput

. latent damages or deterioration to hull, equipnagct machinery in excess of engineering estimatésasumptions;
. delays in, or inability to obtain, access to finiaige

. failure or delay of third-party service providersddabor disputes;

. disputes with shipyards and supplie

. our requests for changes to the original rig speatibns;

. delays and unexpected costs of incorporating jpaxdsmaterials needed for the completion of proje

. financial or other difficulties at shipyards angpliers;

. adverse weather conditions or storm damage;

. inability to obtain required permits or approvasd

. 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 conginn are being built by SHI in South Korea.

Delays in the delivery of our drillships would résn a loss of revenue and may subject us to piesallue to delays in contract
commencement and may result in termination or shary of the term of the drilling contract for thig by the customer pursuant to applicable
late delivery clauses. We will not receive any maténcrease in revenue or cash flow from new odified drillships until they are placed in
service and customers enter into binding arrang&srfenthe use of such drillships. In the eventesmination of one of these contracts, we
may not be able to secure a replacement contraas davorable terms, or at all. If we experiendaykeand costs overruns in the construction
of our drillships due to any of the factors lisedzbve, our financial condition, results of openasi@r cash flows could be materially adversely
affected.

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

Our operations rely on the timely supply of equipinend spare parts to maintain and repair our.fl&fet also rely on the supply of
ancillary services, including, among others, supysts, helicopter services, catering servicesemgiheering and technical services. Shorti
in materials, delays in the delivery of necessaaras parts, equipment or other materials, or tlevaitability of ancillary services could
negatively impact our operations and result inéases in rig downtime and delays in the repairmaaithtenance of our fleet.

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

As of November 4, 2011, we had a contract backlothePacific Bora,the Pacific Sciroccothe Pacific Mistraland thePacific Sante
Anaof approximately $2.2 billion. We calculate our taat backlog by multiplying the contractual dagray the minimum number of days
committed under the contracts (excluding optionsxiend), assuming full utilization, and also irt#umobilization fees, upgrade
reimbursements and other revenue sources, suble ataindby rate during upgrades, as stipulatdteicantract. The actual amounts of
revenues earned and the actual periods during whignues are earned may differ from the amourtgpariods shown in the tables provided
in the section titled “Management’s Discussion amalysis of Financial
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Condition and Results of Operations—Contract Bagklaf this prospectus due to various factors, idolg shipyard and maintenance projects,
downtime and other factors. See “Management’s Bision and Analysis of Financial Condition and Ressaf Operations—Contract
Backlog.”

The contractual dayrate used to calculate averstiaed contract backlog per day is higher th&eotates that may be in effect at
certain times under the contract, including thedle rate or waiting on weather rate, the repdé oa the force majeure rate. We may not be
able to realize the full amount of our contractibag due to events beyond our control. In additsmme of our customers may experience
liquidity issues, which could worsen if commoditsiges declined to lower levels for an extendedqkdf time. Liquidity issues could lead our
customers to go into bankruptcy or could encoumgecustomers to seek to repudiate, cancel or caiztg these agreements for various
reasons, as described under “—Our drilling congratay be terminated early in certain circumstanbetw. Our inability to realize the full
amount of our contract backlog could have a mdtadeaerse effect on our financial position, resolt®perations or cash flows.

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

As of November 4, 2011, we and our subsidiariesa oonsolidated basis, had approximately $1,08llomibf debt, which is secured by
substantially all of our assets. Our substantiallef indebtedness, and the terms of the agreentleat govern such indebtedness, may have
important consequences for your investment andosiness such as:

. requiring us and our subsidiaries to use a subatartion 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 gahesrporate purpose

. limit our ability to obtain additional financing favorking capital, capital expenditures, acquisii@nd other investments, which
may limit our ability to execute our business gt

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

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

. place us at a competitive disadvantage comparedrtoompetitors that may have proportionately best;

. limit our flexibility in planning for, or reactingp, changes in our business and the industry ichvive operate; and

. result in higher interest expense if interest ratesease for the portion of our indebtednesshiatnot been hedge

Each of these factors may have a material and se\effect on our financial condition and businesspects. We may also incur
substantial additional indebtedness in the futliiree incur additional indebtedness, the relatstigithat we now face would intensify and ct
further exacerbate the risks associated with obstsuntial leverage. Our ability to service our dédgpends upon, among other things, our fu
financial and operating performance, which is a#ddy prevailing economic conditions and finandialsiness, regulatory and other factors,
some of which are beyond our control. If our cdelw$ from operations are not sufficient to servce current or future indebtedness, we will
be forced to take actions such as reducing digtabs, reducing or delaying our business activjteggjuisitions, investments or capital
expenditures, selling assets, restructuring onagiting our debt, or seeking additional equity tzdjmir bankruptcy protection. We may not be
able to effect any of these remedies on satisfatesms, or at all.
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The Project Facilities Agreement imposes signifidaperating and financial restrictions on certainf@ur subsidiaries, which may prevent
us from capitalizing on business opportunities ataking some actions.

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

. make certain types of loans and investme

. make dividends or other payments to us, redeerapmrchase stock, prepay, redeem or repurchasedeheor make other
restricted payment:

. incur or guarantee additional indebtedn

. use proceeds from asset sales, new indebtednesgsiity issuances for general corporate purposes/estment into our current
business

. invest in certain new joint venture

. create or incur liens;

. sell assets or consolidate or merge with or inkeotompanies
. engage in transactions with affiliates; and

. enter into new lines of business.

The Project Facilities Agreement also containsmalmer of financial covenants that impose signifigastrictions on us, including
requirements that our subsidiary, Pacific Drillinignited, maintain certain liquidity levels and fimaal ratios. The restrictions and covenants
contained in our debt agreements may prevent us faking actions that we believe would be in owstlieterest and may make it difficult for
us to successfully execute our business strategffectively 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 finaheind operational flexibility. Our ability to
comply with these restrictions and covenants, idiclg meeting financial ratios and tests, may becéd by events beyond our control. The
breach of any of these covenants and restriction&laesult in a default under the agreements gorgrour debt. An event of default under
any of these agreements would permit some of tideles to declare all amounts borrowed from thelvetdue and payable. In addition, debt
under other debt instruments that contain crosstaation or cross-default provisions may also dzekerated 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 aitgive financing, such financing might not be emis that are favorable or acceptable. If we
were unable to repay amounts borrowed, the holafettee debt could initiate a bankruptcy or liquidatproceeding. See “Management’s
Discussion and Analysis of Financial Condition &wesults of Operations—Liquidity and Capital Resesre-Description of Indebtedness” for
a description of the restrictions and covenantdiegigle to our Project Facilities Agreement.

We will require a significant amount of cash to sece our indebtedness and other obligations. Ouiléypto generate cash depends on me
factors beyond our control

Our ability to make payments on, or refinance,indebtedness and to fund working capital needpéathed capital expenditures will
depend on our ability to generate cash in the éutArsignificant reduction in our operating casdwi$, including as a result of changes in
general economic conditions, timing of contractpayments, legislative or regulatory conditiongré@ased competition or other events beyond
our control, could increase the need for additiamallternative sources of liquidity and could haveaaterial adverse effect on our financial
condition, results of operations, cash flows anititglto service our debt and other obligationseSe

21



Table of Contents
Index to Financial Statements

“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapal Resources—Description of
Indebtedness” for more information regarding oupdination payment schedule with respect to ourdwings under the Project Facilities
Agreement. If we are unable to service our indated or to fund our liquidity needs, we may beddrto adopt an alternative strategy that
may include actions such as reducing capital exped, selling assets, restructuring or refinagéndebtedness, seeking additional equity
capital or any combination of the foregoing. If veése additional funds by issuing additional eqgiggurities, existing shareholders may
experience dilution. We cannot assure you thatodinlgese alternative strategies could be effectedatisfactory terms, or at all, or that they
would yield sufficient funds to enable us to makgquired payments on our indebtedness or to funaier liquidity needs. Reducing or
delaying capital expenditures or selling assetddcdelay future cash flows. In addition, the terofi@xisting or future debt agreements may
restrict us from adopting any of these alternatives

Our failure to generate sufficient operating cdstvfor 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 indebtsdsash 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 a@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 opiagarevenues. The princip
components of our operating costs are, among thivegs, direct and indirect costs of labor and [fighemaintenance 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 bemmed. In addition, should one of our drillshipsur idle time between contracts, we would
typically maintain the crew to prepare the drilsfor its next contract and would not reduce ctstsorrespond 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 levecessary to maintain the drillship in workinghddion with the extra crew members
assigned to active drillships or dismissed. In toldj as drillships are mobilized from one geogiapbcation to another, the labor and other
operating and maintenance costs can vary significaBquipment maintenance expenses fluctuate dépgrupon the type of activity a
drillship is performing and the age and conditiéith@ equipment. Contract preparation expenseshasgd on the scope and length of con
preparation required and the duration of the fiontcactual period over which such expendituresaanertized.

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 activi
and when the number of operating units in our aoéaperation increases, either because of newtreani®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 pgwnnel, the inability to obtain and retain quadfigersonnel or a reduction in the experience
level of our personnel as a result of increasedowgr 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, ahility to expand operations depends in part
upon our ability to increase the size of our sKillabor force.
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An inability to obtain visas and work permits foiuo employees on a timely basis could negativel\eaffour operations and have an advel
effect on our business.

Our ability to operate worldwide depends on outiigtio 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 thisdiations in which we operate may make it
difficult for us to move our personnel in and ofitteese jurisdictions by delaying or withholdingetapproval of these permits. If we are not
able to obtain visas and work permits for the eiygés we need for operating our drillships on alifrbasis, we might not be able to perform
our obligations under our drilling contracts, whimbuld allow our customers to cancel the contrdEtsur customers cancel some of our
contracts, and we are unable to secure new cositoaca timely basis and on substantially similamtg our financial condition, results of
operations or cash flows could be materially acegraffected.

Our business is subject to numerous governmentaydaand regulations, including those that may impasggnificant costs and liability on u
for environmental and natural resource damage

Many aspects of our operations are subject todgardederal, regional, state and local laws andlegpns that may relate directly or
indirectly to the contract drilling and well seririg industries, including those requiring us toadbtand maintain specific permits or other
governmental approvals to control the dischargeilaind other contaminants into the environmendtberwise 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\atés 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{(“ICPPS”). Failure to comply with these lawggukations and treaties may result in the
assessment of administrative, civil and even crainpenalties, the imposition of remedial obligatipthe denial or revocation of permits or
other authorizations and the issuance of injunstibiat may limit or prohibit our operations. Lawslaegulations protecting the environment
have become more stringent in recent years andinmagrtain circumstances impose strict liabilitgndering us liable for environmental and
natural resource damages without regard to neglgen fault on our part. These laws and regulatioag expose us to liability for the conduct
of, or conditions caused by, others or for acts Wexe in compliance with all applicable laws & thme the acts were performed. The
application of these laws and regulations, the ffircation of existing laws or regulations or the ption of new laws or regulations that curtail
exploratory or developmental drilling for oil andtaral gas could materially limit future contracillcthg opportunities or materially increase
our costs. In addition, we may be required to nm&gaificant capital expenditures to comply with Blaws and regulations.

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 Ae (FFCPA”) and similar worldwide anti-bribery lawgigerally prohibit companies and
their intermediaries from making, offering or autaong improper payments to non-U.S. governmericiis 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 inatereze) 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 ddimpelisadvantages to the extent that our conmstiare able to secure business, licenses
or other preferential treatment by making paymémiggovernment officials and others in positionsndiuence or using other methods that U.S.
and foreign laws and regulations and our own pesdigirohibit us from using.
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In order to effectively compete in some foreigrigdictions, we utilize local agents and/or estdbjant ventures with local operators or
strategic partners. For example, in Nigeria, weshestablished 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 tRacific Boraand the contract with a subsidiary of Total for Beific Scirocca Derotech is also
performing marketing services for PIDWAL. In additi we have retained a marketing agent in Brazllfzave agreements with agents in both
Nigeria and Brazil, pursuant to which the agemsorag other activities, process visas, customs atear of routine shipments of equipme
materials and supplies and process temporary img@ntpermits, extensions and renewals. One ofagistics agents in Nigeria is an affiliate
of Derotech. All of these activities involve intetn by our agents with non-U.S. government offici Even though some of our agents and
partners may not themselves be subject to the F@@RAher non-U.S. anti-bribery laws to which we nheysubject, if our agents or partners
make improper payments to non-U.S. governmentiafidn connection with engagements or partnershifis us, we could be investigated
and potentially found liable for violation of suahti-bribery laws and could incur civil and crimineenalties and other sanctions, which could
have a material adverse effect on our businesandial position, results of operations and casivglo

We have substantial obligations to fund contractsdaother 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 8Hited to the three rigs currently under consimncthePacific Santa Anathe
Pacific Khamsirand thePacific Sharay, totaling approximately $1.2 billion as of June 2011. We intend to fund the remaining $282 millio
payable to SHI on thBacific Santa Anavith borrowings under our Project Facilities Agremrh The SHI contracts for thrRacific Khamsirand
the Pacific Sharayprovide for an aggregate purchase price of apprataiy $1.0 billion for the acquisition of these twessels, payable in
installments during the construction process, ofttviive have made payments of $50 million througieJs0, 2011. We anticipate making
payments of approximately $75 million during theneénder of 2011, approximately $224 million in 20 approximately $646 million in
2013. We will need to secure additional financingider to fund these payments. In addition, inethent that we exercise our option with SHI
to construct a seventh drillship, we will also néedecure funding for construction of that ves$ik final terms and availability of any
financing for the obligations related to the coustion of thePacific Khamsirand thePacific Sharawvill be determined by, among other
factors, current financial market conditions, oteditworthiness and drilling industry conditionkwle are unable to obtain or arrange the
financing for these new drillships on satisfacttagsms, these rigs could be delayed or otherwis@elbtered by the shipyard, which could hi
a material adverse effect on our financial conditi@sults of operations and cash flows.

If any of our newbuild drillships are delayed, celted or not delivered as expected for any reagamwompletion of construction, we
will not be able to deliver the drillship to ourstamer under the drilling contract entered intosoch drillship and for which we provide a
performance guarantee. In such event, we will tedihd a replacement unit that is acceptable toocoistomer. If we are unable to deliver an
acceptable replacement, we will lose any anticibateome from the employment of such unit and maydguired to pay substantial liquida
damages to our customer. Should we become lialdlerumperformance guarantee, we could be helctli@blthe customer’s potential
damages, including, but not limited to, any inceesimsrates between our current drilling contradtvtine customer and any substitute drilling
contract such customer may obtain. If we were $e lall or a portion of our investment, includiny amticipated revenue from the operation of
a drillship, or become liable to a customer foulitated damages, our financial condition, resulisp@rations and cash flows could be
materially adversely affected.
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We may be required to make significant capital ergéures to maintain our competitiveness and to qolsnwith laws and the applicable
regulations and standards of governmental authogesi and organizations, which would negatively affectr financial condition, result of
operations and cash flows.

Changes in offshore drilling technology, customegiuirements for new or upgraded equipment and ctitigpewithin our industry ma
require us to make significant capital expenditimesrder 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 govertahezgulations, safety or other equipment starglaad well as compliance with standards
imposed by maritime self-regulatory organizatiansy require us to make additional unforeseen dapitzenditures. For example, we may be
required to make significant capital expenditui@salterations or the addition of new equipmergatsfy 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 rmakk alterations or to add such equipment. Inuhed, market conditions may not justify
these expenditures or enable us to operate our wddsels profitably during the remainder of tlegonomic lives.

If we are unable to fund these capital expenditwigis cash flow from operations, we may either inadditional borrowings or raise
capital through the sale of debt or equity se@sitOur ability to access the capital marketsdture offerings may be limited by our financial
condition at the time, by changes in laws and ratiprs (or interpretation thereof) and by adverseket conditions resulting from, among
other things, general economic conditions and ogeticies and uncertainties that are beyond ouraoftftwe 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 aialadverse effect on our business and on
our financial condition, results of operations aagh flows.

Worldwide economic and financial problems may magdly reduce our revenue, profitability and cashofivs.

The recent worldwide economic and financial protdeeduced the availability of liquidity and crettitfund business operatio
worldwide and adversely affected our customersplens and lenders. The recent global recessiorchased a reduction in worldwide dem.
for energy and resulted in lower oil and natura geces. Demand for our services depends on petivihe oil and natural gas industry and
capital expenditure levels, each of which is diseaffected by trends in oil and natural gas pridasy prolonged reduction in oil and natural
gas prices would further depress the current levieéxploration, development and production acgtiviRerceptions of lower oil and natural gas
prices by oil and natural gas companies over thg-term can similarly reduce or delay major expends. Lower levels of activity result in a
corresponding decline in the demand for our sesvia#ich 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 Bika

While disruptions in any region or country or toyanajor operator have the potential to adverselyaat our business either direc
through our operations or indirectly through a r&thn 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 miitinbilollar drilling program over the next
several years to develop recently discovered ptestdields. As a result, we expect Brazil to &enajor source of demand growth in the
industry. However, Petrobras may not spend the surimed in its 2011-2015 business plan within tieet several years or at all.
Furthermore, Petrobras may not be able to obt@métessary financing due to budget pressuresghiigterest rates, adverse credit markets
and other factors. Lower oil prices or lower-thaqpected production may also prompt Petrobras ttattuts 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@grtes and/or utilization rates for our drillshipgich
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could have a material adverse effect on our firerandition, results of operations and cash flawd could have a significant negative impact
on the market price of our common shares.

New technology and/or products may cause us to beedess competitive, negatively impact our openasior increase our cost:

The offshore contract drilling industry is subjéztthe introduction of new drilling techniques aetvices that utilize new technologi
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 techredpge may be placed at a competitive disadvantagegher, we may face competitive
pressure to implement or acquire certain new teldignes 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 temlbgy or products on a timely basis or at an aa@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 operatoor increase our costs.

Drilling units and drilling rig operations use pated or otherwise proprietary technology and, cqusatly, 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. In the eventwWeor one of our suppliers or sshppliers becomes involved in a dispute over igiment c
intellectual property rights relating to equipmemtned or used by us, we may lose access to regraices or replacement parts, or we coul
required to cease use of some equipment. We ctadda required to pay royalties for the use ofigment. Technology disputes involving us
or our suppliers or sub-suppliers could advers&chour financial results and operations.

We could be sued for patent infringement.

We could be sued for patent infringement relateckttain 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 foefglds infringement. On June 30, 2011,
the judge presiding over the case invalidateduhggward, entered judgment in Maersk’s favor, dettrmined as a matter of law that the
asserted patent claims were invalid for obviousribss they were invalid for having a defectivegratapplication and that Maersk had not
infringed. However, Transocean has appealed thigment, and if they were to prevail upon the appB@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
these capabilities.

ThePacific Khamsirand thePacific Sharawvill be upgraded to have dual gradient drilling &hitities. Dual gradient drilling is a
technology that allows two different pressure geats to be maintained in the well (one in the idgllriser and one in the well below the
mudline) by a process of replacing mud from théidg riser with a seawater-density fluid. Althoudhal gradient drilling technology was
technically proven ten years ago, #acific Santa Anavill be the first rig to deploy this technology foommercial application. Dual gradient
drilling may not result in expected savings in castl time per well, higher flow rates and greateeas to “undrillable” reserves and, as a
result, adequate demand may not develop for thegsabdlities. In addition, the
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dual gradient drilling concept that will be depldyley thePacific Santa Anare disclosed in patents assigned to Chevron. At could
interpret our license with Chevron to use the téddrinformation, data, and knowledge made avadlddyl Chevron for dual gradient drilling
operations in all of our drilling units to requiteat our drilling contract with Chevron for the usfethePacific Santa Anaemain in effect even
after the license takes effect on February 1, 2014.

There may be limits to our ability to mobilize dehips 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 mobiliZezm one area to another. Howev
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 drillimgt, weather, political instability, civil unresnilitary actions and the technical capability of
the drilling units to operate in various environrteerdditionally, 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 nilde a drillship to another geographic
market without a customer contract, which will iédu costs not reimbursable by future customers.

Our drilling contracts may be terminated early iretain 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 contract for a spediffgeriod of time. Such payments may not,
however, fully compensate us for the loss of thetreet. Our contracts also provide for terminatigrthe customer without the payment of any
termination fee, under various circumstances, gipiéncluding, but not limited to, our non-perfoamce, as a result of downtime or impaired
performance caused by equipment or operationadsssr sustained periods of downtime due to foraguare events. Many of these events are
beyond our control. During periods of depressedkatazonditions, we are subject to an increasedafiglur customers seeking to terminate
their contracts, including through claims of nomfpemance. Our customers’ ability to perform theliligations under their drilling contracts
with us may also be negatively impacted by contiguglobal economic uncertainty. If our customersiaate some of our contracts, and we
are unable to secure new contracts on a timelyslzasl on substantially similar terms, or if paymnsedie under our contracts are suspended for
an extended period of time or if a number of ourtracts are renegotiated, our financial conditiesults of operations or cash flows could be
materially adversely affected. In addition, if asfyour drilling contracts defaults, is terminatadd is not replaced in a timely manner with an
acceptable contract under our Project Facilitiesegient, our obligations to repay outstanding itefdiess under the Project Facilities
Agreement can 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 ma&gcbdme subject to Luxembourg insolvency proceedings.

As we currently conduct our operations through, mrodt of our assets are owned by, our subsidiavigspperating income and cash f
are generated by our subsidiaries. As a resully wasobtain from our subsidiaries is the principalirce of funds necessary to meet our
obligations. Contractual provisions or laws, ashaslour subsidiaries’ financial condition, opengtrequirements and debt requirements, may
limit our ability to obtain cash from subsidiarigst we require to pay our expenses or meet ouecuor 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 sufficé=uiurces on a consolidated basis
to meet our obligations, we may not be permittech&ke the necessary transfers from our subsiditriegeet our debt and other obligations.
Likewise, we may not be able to make
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necessary transfers from our subsidiaries in aaprovide funds for the payment of our obligatiofos which we are or may become
responsible under the terms of the agreements gimgeour indebtedness. The terms of certain obtireements governing our indebtedness
described under “Management’s Discussion and AistyfsFinancial Condition and Results of Operatietisquidity and Capital Resources—
Description of Indebtedness” also place restriction our cash balance and require us to maintaérves of cash which could inhibit our
ability to meet our obligations.

If our operating subsidiaries experience suffidieatlverse changes in their financial positionesults of operations, or we otherwise
become unable to pay our debts as they becomendiielaain further credit, we may be in a stateasfsation of paymentxéssation de
paiements) and lose our commercial creditworthinegb(anlement de credjt which could result in the commencement of insaky
proceedings in Luxembourg. Such proceedings woale la material adverse effect on our financial @@ results of operations or cash
flows and could have a significant negative impgactthe 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 torfgignt degree upon the continued service of keyntoers of our management as v
as marketing, sales and operations personnel.08seof one or more of our key personnel could lzareterial adverse effect on our business.
We believe our future success will also dependchigd part upon our ability to attract, retain amdHer motivate highly skilled management,
marketing, sales and operations personnel. We xpgrience intense competition for personnel, anagnag not be able to retain key
employees or be successful in attracting, assimgaind retaining personnel in the future.

Our business involves numerous operating hazardsd @ur insurance may not be adequate to cover asdes.

Our operations are subject to the usual hazarasénihin the drilling and operation of oil and rrallgas wells, such as blowou
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 altparty. In certain circumstances, governmentdi@ities may suspend drilling operations as a
result of these hazards, and our customers mayktanterminate their contracts. We may also bgestitio 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 persoriretages.

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

Damage to the environment could result from ourafens, particularly through oil spillage or exsére uncontrolled fires. We may also
be subject to property, environmental and otheratgntlaims by oil and natural gas companies, dthsinesses operating offshore and in
coastal areas, environmental conservation groupgrgmental entities and other third parties. lasge policies and contractual rights to
indemnity may not adequately cover losses, and @ mot have insurance coverage or rights to indgnfioi all risks. Moreover, pollution al
environmental risks generally are not fully insueab

As a result of the number of catastrophic eventhénoffshore drilling industry in recent yearscglsas hurricanes in the Gulf of Mexico
and theDeepwater Horizomlrilling rig incident, insurance underwriters have
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increased insurance premiums and increased réstgadn coverage. In particular, hurricane loseegéent years have impacted named
windstorm insurance coverage, rates and availglidit Gulf of Mexico area exposures. The Projedtilitées Agreement requires us to carry
named windstorm insurance in the event that twmare of our drillships operate in the Gulf of Mexiar other areas prone to the occurrence
of named windstorms. Currently, we only have oristiip, thePacific Santa Anacontracted to operate in the Gulf of Mexico anel a
therefore presently not required to carry namedistiorm insurance. If we were required to obtain @@mvindstorm insurance in the future,
costs for obtaining insurance coverage could sicanitly increase. Furthermore, we may not be abtebtain such insurance on commercially
reasonable terms.

Losses caused by the occurrence of a significasnteagainst which we are not fully insured, or eallsy a number of lesser events
against which we are insured but are subject tstankial deductibles, aggregate limits and/or edéred amounts, could materially increase
our costs and impair our profitability and finariaandition. 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 mayhaote 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.

Our customers may be unable or unwilling to indenfyius.

Consistent with standard industry practice, outausgrs generally assume, and indemnify us agairdt,control and subsurface ris
under our dayrate contracts. These risks are agedaiith the loss of control of a well, such asaglut or cratering, the cost to regain control
or redrill the well and associated pollution. Howewour indemnification may not cover all damag#sims or losses to us or third parties, and
the customer may not have sufficient resourcesverctheir indemnification obligations or the cuater may contest their obligation to
indemnify us. Also, in the interest of maintainiggod relations with our key customers, we may chouax 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 assetdusinesses we acquire, or are unable
to obtain financing for acquisitions on acceptablerms.

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

Any future acquisitions could present a numbelisis, including:

. the risk of using management time and resourcpsitsue acquisitions that are not successfully cetegt

. the risk of incorrect assumptions regarding theriresults of acquired operations;

. the risk of failing to integrate the operationswainagement of any acquired operations or assetessfally and timely; an

. the risk of diversion of management’s attentiomfrexisting operations or other priorities.

In addition, if we are unsuccessful in integratamy acquisitions in a timely and cost-effective meam our financial condition, results of
operations or cash flows could be materially adsigraffected.
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Our potential purchase of existing vessels carrigsks associated with the quality of those vessels.

In the future, we may acquire existing vessels aayof renewing and expanding our fleet. Unlikevhailds, existing vessels typical
do not carry warranties with respect to their ctodi While we generally inspect any existing végs@r to purchase, such an inspection
would normally not provide us with as much knowledy its condition as we would possess if the Vdsae 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 cosiisl 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 drilling contracts if market conditions dictate that we enter mtontracts that provide for payment based
on a footage or turnkey basis, rather than on a date basis.

Many drilling contracts are shi-term, and oil and natural gas companies tend tocesdctivity levels quickly in response to declgnil
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.

During depressed market conditions, a customermodgnger need a unit that is currently under @mttor may be able to obtain a
comparable unit at a lower dayrate. As a resulit@uers may seek to renegotiate the terms of éixéting drilling contracts or avoid their
obligations under those contracts. In addition,astomers may have the right to terminate, or se@k to renegotiate, existing contracts if we
experience downtime, operational problems abovednéractual limit or safety-related issues, if thigling 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@@rcumstances, which include events beyond
the control of either party.

We may enter into contracts in the future thatudelterms allowing customers to terminate thoséraots without cause, with little or no
prior notice and without penalty or early terminatipayments. In addition, we could be requiredatp 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 regagdiEthe number of days needed to
the well. While we plan to continue to perform seeg on a dayrate basis, market conditions magti¢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 eritéo turnkey contracts, whereby we agree to drilell to a specific depth for a fixed price
and bear some of the well equipment costs. Themestygf contracts are more risky than a dayrateacinas we would be subject to downhole
geologic conditions in the well that cannot alwagsaccurately determined and subject us to greater associated with equipment and
downhole tool failures. Unfavorable downhole ge@agpnditions and equipment and downhole tool fadumay result in significant cost
increases or may result in a decision to abandeellgproject which would result in us not beingeald invoice revenues for providing servic
Any such termination or renegotiation of contraamsl unfavorable cost increases or loss of reveauld ©iave a material adverse effect on our
financial condition, results of operations or céskws.
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Our labor costs and the operating restrictions undehich we operate could increase as a result ofiective bargaining negotiations and
changes in labor laws and regulations.

Some of our employees working in Nigeria and Bramly in the future be represented by, and somemn¢a@ntracted labor work under,
collective bargaining agreements. Many of theseasgnted individuals are working under agreeménatisare subject to annual salary
negotiation. These negotiations could result irhbigpersonnel expenses, other increased costsreased operational restrictions as the
outcome of such negotiations apply to all offshemgloyees not just the union members. Althoughlb&:. employees are not covered by a
collective bargaining agreement, the marine sesvicdustry has been targeted by maritime laborngin an effort to organize U.S. Gulf of
Mexico employees. In addition, legislation has biegroduced in the U.S. Congress that could engmiealditional unionization efforts in the
United States, as well as increase the chancesubhtefforts succeed. A significant increase ewttages paid by competing employers or the
unionization of our U.S. Gulf of Mexico employeesitd result in a reduction of our skilled laborder increases in the wage rates that we
pay, or both. Additional unionization efforts, ifccessful, new collective bargaining agreementsdomaterially increase our labor costs.
Strikes and work stoppages could have materialradveffect on our operations.

We may suffer losses as a result of foreign currgriictuations.

A significant portion of the contract revenues of &oreign operations will be paid in U.S. Dollargwever, some payments are made in
foreign currencies. As a result, we are exposenliteency fluctuations and exchange rate risksrasat of our foreign operations. To minim
the financial impact of these risks when we arel fraforeign currency, we attempt to match the enicy of operating costs with the currency
of contract revenue. If we are unable to substhytiaatch the timing and amounts of these paymeatg,increase in the value of the
U.S. Dollar in relation to the value of applicalibeeign currencies could adversely affect our ofiegarevenues when translated into U.S.
Dollars.

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@tgonpayment o
nonperformance by our customers and certain ol parties could adversely affect our financiahdition, results of operations or cash
flows. If any of our customers or other partiesaddtfon their obligations to us, our financial ciiwh, results of operations or cash flows could
be adversely affected. Furthermore, some of ouoousrs and other parties may be highly leverageldsabject to their own operating and
regulatory risks.

Terrorist attacks, piracy, increased hostilities war could lead to further economic instability, eineased costs and disruption of our
business.

Terrorist attacks, piracy and the current confliotEgypt 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
to economic instability and disruption of oil pradion and distribution, which could result in reddacdemand for our services.

In addition, oil facilities, shipyards, vesselgpglines and oil and natural gas fields could begetsr 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 coowj results of operations and cash flows.
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Risks Relating to the Offering and an Investment irODur Common Shares
The price of our common shares after the offeringagnbe volatile

The trading price of our common shares could flatgsignificantly in response to, among other thjngriations in operating results,
adverse business developments, interest rate chactggnges in financial estimates by securitietyatsa matters announced in respect of n
customers or competitors or changes to the regylatovironment in which we operate.

The price of our common shares may be volatileraag fluctuate due to various factors, including:
. actual or anticipated fluctuations in quarterly amshual results;

. mergers and strategic alliances in the offshoréraondrilling industry;

. market conditions in the offshore contract drillimglustry;

. changes in government regulations;

. shortfalls in our operating results from levelsefoaisted by securities analys

. changes in our dividend policy;

. announcements concerning us or our competi

. the failure of securities analysts to publish resleabout us after the offering, or analysts makingnges in their financial
estimates

. general economic condition

. terrorist acts;

. future issuances of our common shares or otherisiesy

. sales of substantial amounts of our common shartse@erception that such sales could occur;

. investor’ perception of us and the offshore contract drillimdustry;

. the general state of the securities market; and

. other developments affecting our business, ourdtrglor our competitors.

The offshore contract drilling industry has beepnedictable and volatile. Securities markets woittbrare experiencing significant pri
and volume fluctuations. The market price for ooimenon shares may also be volatile. This markettiitjaas well as general economic,

market or political conditions, could reduce therkea price of the common shares despite our opgyaterformance. Consequently, you may
not be able to sell the common shares at priceal égur greater than the purchase price set inffeging.

Your rights and responsibilities as a shareholdeillbe governed by Luxembourg law and will diffenisome respects 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 (thicles”), and by the laws governing
companies incorporated in Luxembourg. The rightswfshareholders and the responsibilities of membeour board of directors (th&bard
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 thegteeto, for example, the exercise of shareholdgrtsi are governed by Luxembourg law
and our Articles and differ from the rights of sélanlders under other
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jurisdictions, including the United States. Thedssk of our common shares may have more diffidalfyrotecting their interests in the face
actions by the Board of Directors than if we wereoirporated in the United States.

Because we are incorporated under the laws of Lukerarg, you may face difficulty protecting your intests, and your ability to prote:
your rights through other international courts, irlading 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 pess 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 W8tts, including judgments predicated upon
the civil liability provisions of the U.S. federahd state securities laws. Please read “EnforagabflCivil Liabilities.”

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

At the completion of this offering, an entity casited by the Quantum Pacific Group will beneficjatiwn approximately 69% of ol
outstanding common shares (assuming that the umitiensv option to purchase additional common shége®t exercised) and will be in a
position to control actions that require the congérour shareholders, including the election eédiors, amendment of our Articles and any
merger or sale of substantially all of our assetaddition, three members of our Board of Direstare also employees of Quantum Pacific
Advisory Limited, an affiliate of the Quantum PéaciGroup, including Mr. Ron Moskovitz, the Chairmainour Board of Directors, who is al
the Chief Executive Officer of Quantum Pacific Aslory Limited. We also have certain contractualrmgeanents with the Quantum Pacific
Group. See “Related Party Transactions.”

There are no restrictions on the ability of the @uan Pacific Group to compete with us and theyaa5% owner of TPDI, a potential
direct competitor in our markets. In addition, putal conflicts of interest exist or could arisetive future for our directors who are also offic
of Quantum Pacific Advisory Limited with respectacumber of areas relating to the past and ongeilagionships of the Quantum Pacific
Group and us. Although the affected directors miagtain from voting on matters in which our intesesihd those of the Quantum Pacific Gr
are in conflict, the presence of potential or alctwaflicts could affect the process or outcoméhef deliberations of our Board of Directors and
may have an adverse effect on our public sharetmlde

There is no guarantee that an active and liquid gicomarket will develop for you to resell our commahares.

Our common shares are quoted and traded on thel@T@ the Norwegian securities market, which isaaling support system f
unlisted shares for members of the Norwegian SgéesiDealers Association. In connection with tHifgieng, we have been approved to list
common shares on the NYSE. We cannot assure ybarhective and liquid public market for our comnsbares will develop as a result of
listing on the NYSE. If an active public market fuur common shares does not develop on the NY 3&fimlg the completion of this offering,
the market price and liquidity of our common shares/ be materially and adversely affected. Theaingtublic offering price for our common
shares was determined by negotiation between uthanshderwriters based upon several factors, leattading price of our common shares
after this offering may decline below the initiallic offering price. As a result, investors in @ammon shares may experience a significant
decrease in the value of their common shares.
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Future sales of our common shares in the public rkat could lower our share price, and any additionedpital raised by us through the s:
of equity or convertible securities may dilute yoownership in us.

We may sell additional common shares in subsequdriic offerings. We may also issue additional camrshares or convertible
securities. After the completion of this offerinvge will have 216,000,000 outstanding common sharkis. number includes 6,000,000 shares
that we are selling in this offering (assuming mereise of the underwriters’ over-allotment optiowhich may be resold immediately in the
public market.

Following the completion of this offering, Quantuacific Group will own 150,000,000 shares, or agpnately 69% of our total
outstanding common shares, and certain of oureffiand directors will own 100,000 shares, or ayprately 0.05% of our outstanding
common shares, all of which are restricted from edrate resale under the federal securities lawsesdubject to the lock-up agreements
between such parties and the underwriters deschib&dhderwriters,” but may be sold into the markethe future. In connection with this
offering, we intend to enter into a registratioghtis agreement with Quantum Pacific (Gibraltar) itéh which will require us to effect the
registration of its common shares in certain cirstances no earlier than the expiration of the loglperiod contained in the underwriting
agreement entered into in connection with thisrofte

In addition, we previously issued 60,000,000 commsiaares in the 2011 Private Placement. The 41,86@&G0mmon shares initially sold
pursuant to Regulation S in the 2011 Private Placgrar those sold in subsequent resales pursu&edalation S may be resold immediately
in the U.S. public market and the common share$ poisuant to Rule 144A in the 2011 Private Placegm®y be resold in the U.S. public
market, subject to compliance with Rule 144 unter$ecurities Act.

As soon as practicable after this offering, wenudtéo file a registration statement with the SEG=onm S-8 providing for the registration
of 7,200,000 common shares issued or reservedgoance under our stock incentive plan. Subjetttesatisfaction of vesting conditions and
the expiration of lock-up agreements, common shagistered under this registration statement amF®-8 will be available for resale
immediately in the public market without restrictio

We cannot predict the size of future issuancesiotommon shares or the effect, if any, that futsseiances and sales of our common
shares will have on the market price of our comisiveres. 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 reigidton Form -8, any shares issued in connection with an adguisor any other
sales of common shares in the public market), @p#rception that such sales could occur, may adkeaffect prevailing market prices of our
common shares.

Upon the completion of this offering, our common ates will be listed on two separate stock markets &nvestors seeking to take
advantage of price differences between such markeés/ create unexpected volatility in our share pjan addition, investors may not be
able to easily move shares between such marketsréating.

Our common shares are already listed and tradeldeoNorwegian OTC List and concurrently with thengdetion of this offering will be
additionally listed and traded on the NYSE. Prieeels for our common shares could fluctuate sigaiftly on either market, independent of
share price on the other market. Investors coudtt sz sell or buy our shares to take advantageppaice differences between the two mar
through a practice referred to as arbitrage. Alljtiaage activity could create unexpected volatiiitypoth our share prices on either exchange
and the volumes of shares available for tradingititer exchange. In addition, holders of sharesthrer jurisdiction will not immediately be
able to transfer such shares for trading on theratrarket without effecting necessary proceduréis air transfer agent. This could result in
time delays and additional costs for our sharehelddio wish to move their securities to be tradethe alternative market. Shareholders on
the Norwegian OTC List may seek to sell their shane the NYSE as it is a more liquid market, cagisive trading price of our common she
on the NYSE to decline.
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We will continue to incur significant increased ctssas a result of operating as a company whose skare publicly traded in the United
States, and our management will be required to deveubstantial time to new compliance initiative

As a company whose shares are publicly tradedeitthited States, we will incur significant legadcaunting and other expenses that we
did not incur prior to this offering. In additiothe Sarbanes-Oxley Act of 2002 (the “Sarbanes-O&les)), and the rules of the SEC and the
NYSE, have imposed various requirements on pullioganies, including those requiring establishmentraaintenance of effecti
disclosure and financial controls. Our managemedtather personnel will need to devote a substaati@unt of time to these compliance
initiatives. Moreover, these rules and regulatisisincrease our legal and financial compliancstscand will make some activities more time-
consuming and costly. For example, we expect thdss and regulations will make it more difficuitchmore expensive for us to obtain
director and officer liability insurance, and wenize required to incur substantial costs to maintlaé same or similar coverage.

If we fail to maintain proper and effective internaontrols, our ability to produce accurate and taty financial statements could k
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 testingioindernal control over financial reporti
to allow management and our independent regisfaubtic accounting firm to report on the effectives@f our internal control over financial
reporting, as required by Section 404 of the Sazbadxley Act, beginning with our annual report anri 20-F for the fiscal year ending
December 31, 2012. Our compliance with Sectionaffie Sarbanes-Oxley Act will require that we insubstantial accounting expense and
expend significant management efforts. If we areatde to comply with the requirements of Sectiéd 4 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 sanctionsvestigations by the NYSE, the SEC
or other regulatory authorities, which would requadditional financial and management resources.

Our ability to successfully implement our businpks 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 nepgrational and financial systems,
procedures and controls to manage our businessigéfly. Any delay in the implementation of, or diption in the transition to, new or
enhanced systems, procedures or controls, may causgerations to suffer, and we may be unabéoixlude that our internal control over
financial reporting is effective and to obtain amualified report on internal controls from our @acs as required under Section 404 of the
Sarbanes-Oxley Act. Moreover, we cannot be cetteihthese measures would ensure that we impleamehinaintain adequate controls over
our financial processes and reporting in the futireen if we were to conclude, and our auditorsenterconcur, that our internal control over
financial reporting provided reasonable assuraagarnding the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with GAAP, becatige inherent limitations, internal control oviamancial reporting may not prevent or
detect fraud or misstatements. This, in turn, chidlde an adverse impact on trading prices for oormoon shares, and could adversely affect
our ability to access the capital markets.

We will be a “foreign private issuer” and “controid company’under the NYSE rules, and as such we are entitlecckemption from certai
NYSE corporate governance standards, and you mai/have the same protections afforded to stockhotdef companies that are subject
all of the NYSE corporate governance requirements.

After the consummation of this offering, we will b foreign private issu” under the securities laws of the United Statesthadules o
the NYSE. Under the NYSE rules, a “foreign privestguer” is subject to less stringent corporate gusece requirements than a domestic
issuer. Subject to certain exceptions, the rulgbef
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NYSE permit ¢‘foreign private issuer” to follow its home countpyactice in lieu of the listing requirements o tRYSE. In addition, after the
consummation of this offering, Quantum Pacific Grauill continue to control a majority of our outatiing common shares. As a result, we
will be a “controlled company” within the meaninfitbe NYSE corporate governance standards. UndeN¥SE rules, a company of which
more than 50% of the voting power is held by anotoenpany or group is a “controlled company” and/rakect not to comply with certain
NYSE corporate governance requirements, includindhe requirement that a majority of the boardioéctors consist of independe
directors, (2) the requirement that the nominatiommmittee be composed entirely of independent tire@nd have a written charter addres
the committee’s purpose and responsibilities, [{8)requirement that the compensation committeeobgosed entirely of independent
directors and have a written charter addressingdhamittee’s purpose and responsibilities andi@)requirement of an annual performance
evaluation of the nominating and corporate goveteand compensation committees. As permitted kgetegemptions, as well as by our
bylaws and the laws of Luxembourg, we currentlgivdt to have a board of directors with a majoritypoih-independent directors, an audit
committee comprised solely of three independerictiors and a compensation committee with one oemon-independent directors serving
as committee members. As a result, non-indeperdiegttors, may, among other things, fix the compéns of our management, make
common share and option awards and resolve govegriasues regarding our company. Accordingly, eftiiure you may not have the same
protections afforded to stockholders of comparties &re subject to all of the NYSE corporate gogeoe requirements.

As a“foreign private issuer,” we are exempt from a nurabof rules under the U.S. securities laws and grermitted to file less information
with the SEC than other U.S. public companies. Thigy limit the information available to holders @fur 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 certa@sruhder 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. Intaadiour officers and directors are exempt from thporting and “short-swing” profit
recovery provisions of Section 16 of the Exchangeaid 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 conaegndur company publicly available than there isdtiver 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 ot
financial results.

Our future effective tax rates could be adversélgcéed by changes in tax laws, treaties and reiguls, both in the United States &
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@snh which we operate or are resident. Our inedax expense is based upon the
interpretation of the tax laws in effect in variaz@untries at the time that the expense was induikehange 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 challengesimcome tax filings based on our structure, avéf otherwise lose a material tax dispute, our
effective tax rate on worldwide earnings could @age substantially and our financial results cbelanaterially adversely affected.

We may not be able to make distributions withoubgcting you to Luxembourg withholding tax.

If we are not successful in our efforts to makeritigtions, if any, through a withholding tax fresduction of share capital or share
premium (the absence of withholding on such digti@ms is subject to certain requirements), thendividends paid by us will generally be
subject to a Luxembourg withholding tax at a rate
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of 15% (17.65% if the dividend tax is not chargedhe shareholder) (subject to the reductions/ei@mepdiscussed under “Tax
Considerations—Material Luxembourg Tax Considereifor Holders of Common Shares—Exemption from lmlzeurg Withholding Tax”).
The withholding tax must be withheld from the grdgstribution and paid to the Luxembourg tax auitiies. Under current Luxembourg tax
law, a reduction of share capital or share premginot subject to Luxembourg withholding tax praddthat certain conditions are met,
including, for example, the condition that we dd have distributable reserves or profits. Howetlegre can be no assurance that our
shareholders will approve such a reduction in shapétal or share premium, that we will be ablenet the other legal requirements for a
reduction in share capital or share premium, arlthaembourg tax withholding rules will not be clygd in the future. In addition, over the
long term, the amount of share capital and shamium available for us to use for capital redudiasill be limited. If we are unable to mak
distribution through a withholding tax free redoctiin share capital or share premium, we may natiide to make distributions without
subjecting you to Luxembourg 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 a¢ passive foreign investment compe” or PFIC, for U.S. federal income tax purposesttiei
(1) at least 75% of its gross income for any tagafelar consists of certain types of “passive incCoong2) 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 rents@yalties other tha
certain rents and royalties which are received fummelated parties in connection with the activediet of a trade or business, but does not
include income derived from the performance of mes. U.S. shareholders of a PFIC are subjectlisaalvantageous U.S. federal income tax
regime with respect to the income derived by thECREhe distributions they receive from the PFI@d &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 catrexable year or for any future taxable year.éBlasn our operations described herein,
all or a substantial portion of our income fromstibre contract drilling services should be treatedervices 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 conclusilease read “—Material U.S. Federal Income Tax @enations for Holders of Common
Shares—Passive Foreign Investment Company Rules.”
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statem#rasinvolve risks and uncertainties. Where amywéod-looking statement includes a
statement about the assumptions or bases undethgnfgrward-looking statement, we caution thatilevive believe these assumptions or
bases to be reasonable and made in good faithmasisiacts or bases almost always vary from theahotisults, 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 ezped in good faith and is believed to have a
reasonable basis. We cannot assure you, howewethth statement of expectation or belief will tesube achieved or accomplished. These
statements relate to analyses and other inform#tminare based on forecasts of future resultseatichates of amounts not yet determinable.
These statements also relate to our future prospeetelopments and business strategies. Forlwakilhg statements are identified by their
of terms and phrases such as “anticipate,” “beli¢\emuld,” “estimate,” “expect,” “intend,” “may,"plan,” “predict,” “project,” “will” and
similar terms and phrases, including referencessumptions. Forwardoking statements involve risks and uncertainties may cause actt
future activities and results of operations to taarially different from those suggested or desatilm this prospectus. These risks include the
risks that are identified in the “Risk Factors” se of this prospectus, and also include, amohgst, risks associated with the following:

. our limited operating history;

. our limited number of assets and small number sfamers

. competition within our industry;

. oversupply of rigs comparable to ours or highecgmation rigs;

. reduced expenditures by oil and natural gas exitorand production companies;

. restrictions on offshore drilling, including the pact of theDeepwater Horizoiincident on offshore drilling

. corruption, militant activities, political instaliif, ethnic unrest and regionalism in Nigeria atideo countries where we may
operate

. delays and cost overruns in construction projects;

. our substantial level of indebtedne

. our ability to incur additional indebtedness unaied compliance with restrictions and covenantsuindebt agreements;
. our need for cash to meet our debt service obtigat

. our levels of operating and maintenance costs;

. availability of skilled workers and the related daltzosts:

. compliance with governmental, tax, environmental safety regulation;

. any nol-compliance with the FCPA or the United Kingc’'s Anti-Bribery Act;
. general economic conditions and conditions in thara natural gas industry;
. effects of new products and new technology in adustry;

. termination of our customer contracts;

. our dependence on key personnel;

. operating hazards in the oilfield services indus

. adequacy of insurance coverage in the event ofeastraphic event;
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. our ability to obtain indemnity from custome
. changes in tax laws, treaties or regulations;
. the volatility of the price of our common shar

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

. potential conflicts of interest between our coningl shareholder and our public sharehold

Any forward{ooking statements contained in this prospectusishaot be relied upon as predictions of futurergseNo assurance can
given that the expectations expressed in theseafollooking statements will prove to be correcttut results could differ materially from
expectations expressed in the forwardking statements if one or more of the underhyasgumptions or expectations proves to be inaco
is not realized. You should thoroughly read thisgpectus with the understanding that our actuaréutesults may be materially different from
and worse than what we expect. Other sectionsi®ptiospectus include additional factors that caddersely impact our business and
financial performance. Moreover, we operate inaslveng environment. Some important factors thatldaause actual results to differ
materially from those in the forward-looking statemts are, in certain instances, included with doolard-looking statements and in “Risk
Factors” in this prospectus. Additionally, new rfslctors and uncertainties emerge from time to tme it is not possible for our management
to predict all risk factors and uncertainties, oan we assess the impact of all factors on ounkssior the extent to which any factor, or
combination of factors, may cause actual resultiiffer materially from those contained in any famd-looking statements. We qualify all of
the forward-looking statements by these cautiostatements.

Readers are cautioned not to place undue reliaméieeoforward-looking statements contained in phi@spectus, which represent the best
judgment of our management. Such statements, @ssraad projections reflect various assumptionsentgds concerning anticipated rest
which are subject to business, economic and cotiygetincertainties and contingencies, many of whikhbeyond our control and which may
or may not prove to be correct. We undertake n@atibn to update or revise any forward-lookingestaents, whether as a result of new
information, future events or otherwise.
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USE OF PROCEEDS

We will receive net proceeds from this offeringapiproximately $43.3 million, or approximately $5@nilion if the underwriters
exercise their over-allotment option in full, inchacase after deducting underwriting discounts, e@sions, structuring fees and estimated
offering expenses payable by us.

The principal purposes of this offering are to @age our visibility in the marketplace and credtquad public market in the United
States for our common shares. As of the date sffospectus, we cannot specify with certaintpfthe particular uses for these proceeds or
the amounts that we plan to use for any partiquleppose. Accordingly, our management team will Hanoad discretion in using these
proceeds. However, we currently expect to use ¢h@roceeds of this offering, including any exezai$ the underwriters’ over-allotment
option, primarily for general corporate purposekjch may include working capital, general and adstiative matters and capital
expenditures. We may also use a portion of thesegeds to make the down payment for a seventsHuglif we determine to exercise our
option with SHI, although we have not made any meitgation with respect to the exercise of the aptig of the date of this prospectus.
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DIVIDEND POLICY

We have not paid a dividend on our common shagss) or otherwise, and we do not intend to do shenmmediate future.
Additionally, our Project Facilities Agreement mésts the entities that own thacific Bora, thePacific Sciroccq thePacific Mistraland the
Pacific Santa Anifrom distributing cash to us until January 2014jclitmay restrict our ability to make dividends tar shareholders. See
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity arap@al Resources—Description of
Indebtedness” for a more detailed description eftédrms of our Project Facilities Agreement.

The payment of future dividends, if any, will betelenined by us in light of conditions then existiimtrcluding our earnings, financial
condition, capital requirements, restrictions isérg and future financing agreements, businesslitions and other factors. Pursuant to our
Articles, the Board of Directors has the poweritirtbute interim dividends in accordance with aggible Luxembourg law. Dividends may be
lawfully declared and paid if our net profits andtdbutable reserves are sufficient under Luxemmgdaw. Under Luxembourg law, at least !
of our net profits per year must be allocated &dfeation of a legal reserve until such resergeréached an amount equal to 10% of our
issued share capital. If the legal reserve subselyurlls below the 10% threshold, at least 5%ef profits again must be allocated toward the
reserve. The legal reserve is not available faribigtion.

We intend to make a dividend to holders of our camrmshares as soon as we determine it is prudeftt $o, taking into account capital
expenditures, targeted growth and performance osetind restrictions on cash distributions to usdiyain of our subsidiaries under the terms
of our Project Facilities Agreement and any addaiadebt financing we enter into in connection with construction of thBacific Khamsin
thePacific Sharavand any additional drillships we may construct cyare.
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SHARE PRICE

Our common shares have traded on the Norwegian €X7ae the closing of our 2011 Private PlacemenApril 5, 2011, under the
symbol “PDSA.” The closing price of our common #saon the Norwegian OTC was 49.50 NOK per shafdamember 10, 2011, which was
equivalent to approximately $8.79 per share baseth® federal reserve noon buying rate of NOK %681.00 in effect on that date.

Our common shares have been approved for listinp@MNYSE under the symbol “PACD.”

The following table sets forth the monthly high dod sale price for our common shares as repontetthe® Norwegian OTC List since
April 5, 2011, the day our common shares commeireeling, as well as the equivalent US$ per comnhamesbased on the Bloomberg
Composite London Close rates in effect on such.date

Price Per Common Share

High High Low Low

Fiscal Year Ended December 31, 201 (NOK) (US$) (NOK) (US$)
October 51.0( $ 9.4:¢ 46.0( $7.7¢€
Septembe 53.0C 9.54 47.5( 8.1¢
August 47.0( 8.7¢ 38.0( 6.87
July 47.5( 8.8¢ 44 .5( 8.0¢
June 49.5( 9.2¢ 42.0( 7.64
May 50.0( 8.57 46.2¢ 8.2t

April @ 55.0( 10.06  49.0( 8.94
(1)  April 5, 201+April 30, 2011
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CAPITALIZATION

The following table sets forth our (i) cash andrcaguivalents, (ii) restricted cash and (iii) cdidatted capitalization at June 30, 2011, on
an:

. actual basis; an

. as adjusted basis, giving effect to the issuandesale of the common shares offered hereby.

This information should be read in conjunction wihanagement’s Discussion and Analysis of Finan€ahdition and Results of
Operations” and our consolidated financial stateand the related notes thereto included elsewhehés prospectus.

As of June 30, 201:
Actual As Adjusted
(In thousands, except for
par value and share amounts)

Cash and cash equivalent® $ 181,53 $ 224,82
Restricted cash® 113,95! 113,95!
Long-term debt, including current maturiti® 931,00( 931,00(

Stockholder equity:
Common shares, $0.01 par value; 5,000,000,000 shatborized on an actual basis and on an as
adjusted basis; 210,000,000 shares issued ancoditst) on an actual basis, 216,000,000 shares

issued and outstanding on an as adjusted 2,10( 2,16(
Additional paic-in capital 2,292,09 2,335,32!
Accumulated other comprehensive | (25,39¢) (25,39¢)
Accumulated defici (12,549 (12,549

Total shareholde’ equity 2,256,25! 2,299,54!

Total capitalization $3,187,25! $3,230,54!

(1) We used an estimated $310 million of the processts the 2011 Private Placement to fund a portiothefconstruction cos
for thePacific Sciroccq thePacific Mistraland thePacific Santa Anghrough June 30, 2011. Following June 30, 2011, we
borrowed $175 million under the Scirocco Term Loaifund our obligations and paid $25 million inrmipal on the Pacific
Bora Term Loan. We expect to borrow an additiorZdGmillion under the Mistral Term Loan in conneatiwith the
Lenders’approval of our drilling contract and an additiofi844 million under the Santa Ana Term Loan to fthrelremainin
$282 million payable to SHI on ttPacific Santa Aniupon delivery and our other future obligatio

(2) Restricted cash consists primarily of bank accobatd with financial institutions as security foietterm loan facilities of our
Project Facilities Agreement and includes $25.5iomilof current restricted cash and $88.5 millidiomg-term restricted cas
as of June 30, 201
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DILUTION

As of June 30, 2011, we had net adjusted tangidk value of $2,201 million, or $10.48 per sharéieAgiving effect to the sale of
6,000,000 common shares at an initial offeringgd€$8.25 per share, deducting the estimated umdigrg discounts and commissions and
estimated offering expenses, and assuming thatrttierwriters’ ovemllotment option is not exercised, the pro formaadgusted tangible bot
value as of June 30, 2011 would have been $2,2lBmior $10.39 per share. This represents an idiate dilution in net tangible book value
of $0.09 per share to existing shareholders aritharediate accretion of net adjusted tangible baalker of $2.14 per share to new investors.
The following table illustrates the pro forma pbage accretion and dilution as of June 30, 2011:

Initial public offering price per shal $ 8.2F
Net adjusted tangible book value per st $10.4¢
Decrease in net adjusted tangible book value peshttributable to new investors in this offer $(0.09)
Pro forma net adjusted tangible book value pereshéer giving effect to this offerin $10.3¢
Accretion per share to new invest $ 214

Net tangible book value per common share is detexthby dividing our tangible net worth, which catsiof tangible assets less
liabilities, by the number of common shares outditagn Dilution or accretion is the amount by whttle offering price paid by the purchasers
of our common shares in this offering will diffeof the net tangible book value per common shadee fe offering. Accretion per share to
new investors would be $2.13 if the underwritersreised their over-allotment option in full.

The following table summarizes, on a pro forma $asiof June 30, 2011, the differences betweenutmber of common shares acqui
from us, the total amount paid and the averagesrér share paid by the existing holders of comstwanes and by you in this offering.

Pro Forma Shares Average
Outstanding Total Consideration Price
Number Percentage Amount Percentagt Per Share
(Expressed in thousands of U.S. dollars, except pemtages and per shar
data)

Existing investor: 210,000,00 97.2% $2,294,19! 97.%% $ 10.92
New investor: 6,000,001 2.8% $  49,50( 2.1% $ 8.2t
Total 216,000,00 10C% $2,343,69! 10C% $ 10.8¢

The discussion and tables above also assume ncisxef any outstanding share options or restristedk units. As of November 4,
2011, there were 2,801,311 shares issuable upgnigx®f outstanding share options at a weightedaae exercise price of $10.00 per share
and 12,000 shares issuable upon the vesting ofamdlisg restricted stock units. To the extent #mat of these options are exercised, there may
be further dilution to new investors.
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SELECTED HISTORICAL CONSOLIDATED AND UNAUDITED PRO FORMA FINANCIAL DATA

You should read the following selected consoliddieancial data in conjunction with “Presentatidr=iancial Information,”
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” and our histdrconsolidated financial statements
and unaudited pro forma financial information aathted notes thereto included elsewhere in thisggctus. The financial information
included in this prospectus may not be indicati’ewr future results of operations, financial cdimfi and cash flows. We did not begin to
recognize operating revenue until fhacific Boracommenced drilling operations on August 26, 2011.

The following selected historical consolidated fingl data of Pacific Drilling S.A. is presentedngsthe historical values from our
Predecessor’s financial statements on a combingid.liowever, the issued share capital of Pacifitily S.A. is retrospectively reflected for
all periods in the selected historical consoliddtedncial data to reflect the 150,000,000 commiverss held by the Quantum Pacific Group at
the completion of the Restructuring.

Set forth below is (i) selected historical consatitl financial data as of December 31, 2010 an@ 264 for the years ended
December 31, 2010, 2009 and 2008, which have beewved from our audited consolidated financialetatnts prepared in accordance with
U.S. GAAP included elsewhere in this prospectiissélected historical consolidated financial dageof December 31, 2008, which have been
derived from our unaudited consolidated financiatesnents prepared in accordance with U.S. GAARnobtded in this prospectus,
(iii) selected historical consolidated financiatalas of and for the years ended December 31, 2002006, which have been derived from
unaudited consolidated financial statements preparaccordance with U.S. GAAP not included in thisspectus, (iv) selected historical
consolidated financial data for the six months endiene 30, 2010 and 2011 and balance sheet dasaeB0, 2011, which have been derived
from our unaudited condensed consolidated finastéiements prepared in accordance with U.S. GAwRided elsewhere in this prospectus,
and (v) pro forma consolidated financial data far year ended December 31, 2010 and for the sithm@mded June 30, 2011, which have
been derived from the unaudited pro forma condensedolidated financial statements included elsegvirethis prospectus.
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Pro forma financial information included in thisogpectus gives effect to the TPDI Transfer ashfi occurred as of January 1, 2010 for
purposes of the unaudited pro forma condensed tidatexrl statement of operations for the year enceber 31, 2010. For purposes of the
unaudited pro forma condensed consolidated stateofi@perations for the six months ended June 8012pro forma financial information
included in this prospectus gives effect to the TPfansfer as if it had occurred as of January0l,12 However, the pro forma financial
information may not reflect what our actual resolft®perations would have been if the TPDI Trankg been completed as of such dates and
if we operated on that basis during such periods.

Historical Pro Forma
Six Months
Six Months Ended Year Ended Ended
Years Ended December 31, June 30, December 31 June 30,
2010 2009 2008 2007 2006 2011 2010 2010 2011

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(in thousands, except share and per share dat

Statement of operations

data:
General and administrative

expense $ (19,71 $ (8,82¢9) % (1,589 $ (67€) $ — 3 (23,81) $ (7,822 % (19,71 $ (23,819
Gain on sale of asset und

constructior — — — 50,01¢ — — — — —
Depreciation expens (395) (134) — — — (31€) (173) (395) (316)

Operating income

(loss) (20,110 (8,95¢) (1,58¢) 49,33¢ — (24,12%) (7,995 (20,110 (24,12%)

Equity in earnings (loss) of

TPDI 56,30" 4,291 (67¢€) (500) — 18,95¢ 23,32¢ — —
Other (expense) incon 1,107 2,38¢ 7,75¢ 1,71(C — 1,76( 63¢ (13) 1,57(

Net income (loss $ 37,29¢  $ (2,287 $ 5491 $ 50,54¢ $ — 3 (3417 $ 1596¢ $ (20,127  $ (22,55¢)

Earnings (loss) per

common share

Basic and dilute(®) $ 028 % 0.0 $ 004 $ 034 $ — 3 (0.0 $ 011 $ 019 $ 0.19)
Average common shares

outstanding

Basic and dilute(®) 150,000,00 150,000,00 150,000,00 150,000,00 150,000,00 178,839,77 150,000,00 150,000,00 178,839,77
Historical
December 31, June 30,
2010 2009 2008 2007 2006 2011

(unaudited) (unaudited) (unaudited) (unaudited)
(in thousands)

Balance sheet data

Working capital() $ 14,48: $  4,00¢ $ 39 $ 1,71( $ — $ 163,11
Property and equipment, r 1,893,42! 927,55t 737,75 58,88( 281,75: 2,886,02.
Investment in and notes to TP 186,71 147,85 102,32! 238,77( — —

Total asset 2,271,94! 1,087,29 841,58( 299,36( 281,75¢ 3,325,38!
Long-term debi(2) 450,00( — — — — 931,00(
Relatewparty loan — 832,64 633,99° 248,81 281,75: —
Accrued interest payable on rele-party loan — 39,01¢ — — — —
Shareholde’ equity 1,775,20° 207,74¢ 206,04( 50,54¢ — 2,256,25!

1) Working capital is defined as current assets mowreent liabilities.
2) Includes current maturities of lo-term debt
?3) Retrospectively adjusted for all periods to reflihet issued share capital of Pacific Drilling Sféllowing the Restructuring
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should belieaconjunction with the Selected Historical Consolidated and Unaudited Pooma
Financial Date” and the accompanying financial statements andtesd notes included elsewhere in this prospectuadtlition, please read
“Presentation of Financial Information” at the bagiing of the prospectus for important informati@bating to our presentation of financial
information in this prospectus and concerning tharicial statements and related notes includedveigee in this prospectus. The following
discussion contains forward-looking statements te#iect our future plans, estimates, beliefs arpeeted performance. The forward-looking
statements are dependent upon events, risks arttamties that may be outside our control. Ouruttresults could differ materially from
those discussed in these forward-looking statem@tease read “Risk Factors” and “Forward-Lookingetements.” In light of these risks,
uncertainties and assumptions, the forward-loolémgnts discussed may not occur.

Overview

We were formed as a Luxembourg corporation undefdhm of asociété anonym® act as an indirect holding company for our
Predecessor in connection with a corporate reozgéon completed on March 30, 2011, referred tihis prospectus as the “Restructuring.”
We did not engage in any business or other ad#rjprior to the Restructuring except in connectiith our formation and the Restructuring.
The Restructuring was limited to entities that walteinder the control of the Quantum Pacific Graumgl its affiliates, and, as such, the
Restructuring was accounted for as a transactibmdas entities under common control. As a reshit,donsolidated financial statements of
Pacific Drilling S.A. are presented using the hist@ values of the Predecessor’s financial statemen a combined basis.

We are an international offshore drilling compaynenitted to becoming a preferred provider of utlesepwater drilling services to the
oil and natural gas industry through the use ohggecification drillships. Following completion ebnstruction, our fully-deployed fleet will
consist of six newly constructed sixth generatitiratdeepwater drillships, representing one ofythengest and most technologically advanced
fleets in the world. We currently operate threeergly delivered drillships, have one drillship undenstruction and have entered into contracts
to construct two additional drillships. To date, gve incurred substantial capital expenditurestustruct our fleet and did not recognize any
operating revenues until August 26, 2011 wherRheific Boracommenced drilling operations.

General Industry Trends and Outlook

Historically, operating results in the offshore trawt drilling industry have been cyclical and difg related to the demand for and the
available supply of drilling rigs.

Drilling Rig Demand

Demand for rigs is driven by the worldwide levetofshore exploration and development spendingibgnd gas companies.
Expectations about future oil and natural gas pritave historically been a key driver for explaratand development spending. However, the
political and regulatory environments, the avaiigbdf quality drilling prospects, exploration stess, availability of qualified drilling rigs and
operating personnel, relative production costsilaidity and lead time requirements for drillingé production equipment and the stage of
reservoir development also affect our customeiiflirdy programs.

Beginning in 2008, the global financial crisis riésd in a reduction in global economic activity amdesultant reduction in demand for oil
and natural gas. The financial crisis also grestiuced the ability of participants in the offshesploration and production industry to access
capital to invest in both long- and short-
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term drilling programs. Operators deferred develeptof some deepwater projects, which delayed ehemwencement of drilling operations.
However, the ultra-deepwater market is dominatechbjor oil companies and national oil companiesicvlare less sensitive to short-term oil
prices for their investment decisions. Despite éhesonomic disruptions, the ultra-deepwater magkperienced an increase in demand as
evidenced by an approximately threefold increasmsintracted ultra-deepwater rigs since 2007.

The market for deepwater drilling services was abtarized by uncertainty through much of 2010 duiiaé moratorium on offshore
drilling in the U.S. Gulf of Mexico and continuedreerns about the extent of the global economiowey. This uncertainty has dissipated to
some extent in the first half of 2011, attributalolgart to expanding client demand for ultra deaf@wrigs in a number of locations worldwide
and in part due to the BOEMRE and, after Octob@01,1, the BSEE resuming issuance of drilling p&snm the U.S. Gulf of Mexico, althou
more limited in number than pre-Macondo levels smibject to a more protracted permit applicatiorcpss.

Assuming the global macro-economic conditions rensaipportive, we believe the demand for ultra-degpndrilling services should
continue to increase for the following reasons:

. continued favorable oil prices;

. expanding ultra-deepwater demand in Brazil to supgggressive government production targets;
. resumption of drilling activity in the U.S. Gulf dexico;

. recent exploration success and the backlog of dpwent projects in West Africa; and

. the emergence of new un-explored frontier deepwater areas such as SouthAsés India, the Mediterranean and the Black :

We believe that on a global basis, oil and natgazl companies are now generally planning to inerdalling operations. According to
ODS-Petrodata, an industry data source, outstartiegwater and ultra-deepwater rig tenders (exofuBrazil) as of May 2011 were roughly
20% higher than in January 2011, and 30% higher ith&eptember 2010. Furthermore, according tolBgscCapital’s June 2011 survey,
global exploration and production spending in 2&léxpected to rise 16% to a record total $52%kiltompared to $458 billion in 2010.
Given these positive trends, we do not expect tineent level of tendering activity to decrease sami$ally over the foreseeable future.
Although numerous risks and uncertainties are eriein our industry, we believe that the demancdhfgh-specification, ultra-deepwater rigs
will continue to grow over the next few years.

Drilling Rig Supply

Numerous drilling contractors have recently plaskigbyard orders to build additional semi-submeesikand drillships. We estimate there
are approximately 56 ultra-deepwater rigs schedidedelivery between November 1, 2011 and theadi2D14, 34 of which are not yet
contracted to customers. Supply of ultra-deepwanés for 2012 and 2013 can be reasonably estintzedd on the existing known
construction capacity of the relevant shipyard®rmation about the orders placed and the timeiredquo complete construction. Almost all
rigs to be delivered in 2012 and 2013 have alrdsyn ordered. Beyond this time frame the supply&ertain and any projections have
diminished predictive value.

Designing and constructing an ultra-deepwaterdthiitl requires long lead times and, as a resukcasitn to order a drillship is made up
to four years prior to delivery. These decisioreslased on supply-demand balance projections ale#d the time. Consequently there is no
guarantee that the drilling units will be deliver@da time when demand meets or exceeds suppliyelavent the delivery of an uncontracted
drillship coincides with a period of oversupplyettirillship could remain uncontracted or be forteénter into lower day rate contracts.
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Supply and Demand Balance

Even though dayrates for ul-deepwater drilling rigs have declined from theighs in 2008, we believe that u-deepwater drilling
dayrates are likely to improve from the recessawsl as the demand for ultra-deepwater rigs consinmigrow. Newer, higher specification
units that are able to handle technically demandjyations in remote locations are generally abmmand higher dayrates than older,
lower specification units.

While we believe that these trends will benefias that the demand for ultra-deepwater rigs wilit;iue to meet or exceed supply over
the next few years, our markets may be adverségtafd by industry conditions that are beyond auntml. Any prolonged substantial
reduction in oil and gas prices would likely affeittra- deepwater oil and gas drilling and productievels and therefore would affect demand
for the services we provide. In the absence oftiteeipated international rig demand from Brazile$¥/Africa and under-explored deepwater
areas as described above or if deepwater drillotigity in the Gulf of Mexico remains limited or bemes economically unattractive as a result
of increased compliance costs, a more challengirsiness environment, characterized by weakeninglanlihing dayrates, could develop in
our industry. For more information on this and ottigks to our business and our industry, pleaad fRisk factors—Risks Related to Our
Business.”

Recent Developments

On August 26, 2011, Pacific Drilling initiated dirlg operations when theacific Boracommenced its contract with Chevron in
Nigeria. Following its operational start up, 1Pacific Borahas reached performance levels in line with inguskpectations. We currently
expect thePacific Mistraland thePacific Sciroccdo start operations under their respective corgracDecember 2011. Theacific Santa Ana
is anticipated to commence operations under itsraohin March 2012. Our financial results are hgiependent on the contract start dates for
our drillships, because our financial recognitiatigies require that we do not recognize operagixgenses or revenues until the start of
contract operations. This has particular signifezafor the full year 2011 because it is our firstgof operations. Given the complexity of our
drillships and our strategy of accommodating custoraquested and funded upgrades to our vessadglifficult to forecast with precision the
start dates of individual contracts and therefbeedtart of revenue and cost recognition. In lifith ¢his strategy, actual and estimated contract
start dates for our drillships have changed madteittaroughout the year, and the analyst reportslaile as of November 4, 2011 may not
reflect these later start dates or the associataddial results.

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

We have a limited operating history. Because atiwfdrillships have been recently completed orcareently under construction, our
historical results of operations primarily refléice impact of establishing our fleet of new ultieepwater drillships, our investment in TPDI
the costs we have incurred in establishing thestfucture needed to support the future operafiouiofleet. Our future results of operations
may not be comparable to the historical resultspafrations for the periods presented, primarilytiierreasons described below:

. Revenues earned and incremental costs incurrectigirelated to contract preparation and mobil@atare deferred and recogniz
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, 201&. &xpect théacific Sciroccand
the Pacific Mistralto commence drilling operations in December 20hH, we expect thBacific Santa Ané commence drilling
operations in March 2012. We expect a substamgaense in our revenues, operating expenses andtiogeincome as a result of
completing construction of our vessels and platiegn into service

. On March 30, 2011, we completed the TPDI Transfevhiich we transferred our interest in TPDI to hsidiary of the Quantut
Pacific Group in connection with the RestructuriAg.a result, our results of operations do notudelthe equity investment in
TPDI after March 30, 201:
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. Throughout 2010, we continued to expand managearehbther personnel in operations, finance, hurasources, informatio
technology and other corporate departments needexditket our drillships and conduct operations.n@dorward, we expect that
our general and administrative expenses will irmedaom 2010 levels as a result of having a coragietporate team as well as the
incremental costs of being a public compe

. We did not recognize any interest expense duriid 22009 and 2008 for borrowings under our Prdjedilities Agreement and
related party loans in our statement of operatmetause we capitalize interest costs incurred anbogrowings attributable to
qualifying new construction until all the activisi@mecessary to prepare the qualifying asset famtéeded use are complete. Once
our drillships are placed into service, we expetgriest expenses will be material to our resulispafrations

Developmental Activities

The following discussion provides an overview o firincipal activities conducted during the periouticated, which are materi

factors for changes in our financial position aesults of operations.

Years ended December 31, 2006, 2007 and 2008

Our Predecessor was formed in Liberia in 2006 as@ependent operating subsidiary of the Quantuaifiedroup. Our initial
investment in the ultra-deepwater drilling industmy2006 was through the purchase of a drillshigasrconstruction by SHI and the subsequent
exercise of an option for a second drillship.

In 2007, we formed the TPDI joint venture with Tsaogean, and the two drillships then under constmietere transferred to TPDI. We
initially formed a construction management tearoversee the construction of drillships by SHI tvas then seconded to Transocean, which
assumed responsibility for management of constsn@ind operation of the two TPDI drillships throwgbontract with TPDI. In 2007, we also
entered into contracts with SHI for the construttad thePacific Boraand thePacific Mistral, neither of which were contributed to TPDI.

In 2008, we decided to expand our activities tduide the operation and marketing of ultra-deepweait#lships, and we entered into
contracts with SHI for the construction of tRacific Sciroccaand thePacific Santa Anawhich were similarly not contributed to TPDI. A
principal activity during this time was establishiour executive leadership team. In 2008, we asduheecore of the original construction
management team responsible for the TPDI vessedp/eamented the team with additional resourcevévsee the construction of tRacific
Bora, thePacific Sciroccqg thePacific Mistraland thePacific Santa Anand initiated our marketing efforts.

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

. expanded management and personnel in operatioasck, human resources, information technologyotimer corporate
departments needed to market our drillships andwctroperations

. developed training programs and implemented opeyatystems and procedures;
. 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 essentialtimme of our business;

. continued to increase market exposure to majorriat@nal oil companies and national oil companées]
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. continued oversight of construction of {Pacific Bora, thePacific Sciroccc, thePacific Mistraland thePacific Santa Anito
ensure quality, timely delivery and cost managen
Year ended December 31, 2010

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

. secured contracts with Chevron for tacific Santa Anand thePacific Bora(see “Business—Dirilling Contracts”);
. entered into the $1.8 billion Project FacilitiesrAgment

. recruited and trained staff, including rig persdnfa the Pacific Bora; and

. accepted delivery of ttPacific Boraon October 13, 201(

Additionally, during 2010, construction activity miinued on thé”acific Sciroccq thePacific Mistraland thePacific Santa Andor on-
time delivery. After its delivery, thBacific Boraunderwent contract specific modifications priosstarting its mobilization to commence
operations. During these maodifications in 2010, @bae reimbursed us for purchases of certain capkpenditures related to tRacific Bora;
however the revenues and incremental costs incweee directly related to contract preparation arubilization and were deferred in 2010
and will be recognized over the primary term of dhiding contract with Chevron.

2011 Activities

Through November 4, 2011, our principal activitiesing 2011 have consisted of the followil

. entered into contracts with SHI in March 2011 foe tonstruction of thPacific Khamsirand thePacific Sharay;
. completed the Restructuring and the TPDI Transféviarch 2011;

. completed the 2011 Private Placement in which vié 88,000,000 common shares to international mstihal investors for ne
proceeds of approximately $576 millic

. amended and restated the Project Facilities AgraemeMarch 2011;

. accepted delivery in April 2011 of tlPacific Sciroccc, which is expected to enter service in Nigeri®ecember 2011 under a «-
year contract with Tota

. accepted delivery in June 2011 of Pacific Mistral, which is expected to enter service in Brazil cBmber 2011 under a th-
year contract with Petrobre

. entered into an agreement with SHI in June 201atoyg us an option through October 31, 2011, whiels extended through
January 31, 2012, to purchase a seventh drill:

. placed thePacific Borainto service in Nigeria on August 26, 2011 und#nrae-year contract with a subsidiary of Chevr

. hired crew for all four drill ships at the senitaf$ level and oversaw client requested modifiaadiand post delivery upgrades or
vessels; an

. developed and refined operating procedures, managesystems and work instructions, to facilitatie seonsistent activities ¢
our rigs.
Results of Operations

We have a limited operating history. Prior to tleenpletion of the Restructuring on March 30, 201&,generated n-operating incomu
in the form of equity in earnings from TPDI, whialas accounted for under the equity method. We dicdegin to recognize operating reve
until thePacific Boracommenced drilling operations on August 26, 2011.
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Six Months Ended June 30, 2011 Compared to Six MusEnded June 30, 2010

General and administrative expens. General and administrative expenses were $23l@mifor the six months ended June 30, 2(
compared to $7.8 million for the six months endee]30, 2010. The increase in general and adnatiistrexpenses was largely due to
establishing the infrastructure needed to supperfuture operations of our fleet as described anendletail in “—Factors Affecting
Comparability of Historical Results of OperationsRuture Financial Results of Operations” abovedifidnally, the Company incurred $6.9
million of field support and certain rig relatedpexses, such as crew training, during the six nsoatided June 30, 2011. These costs were
immaterial for the six months ended June 30, 281i@r to contract commencement, these field supgmdtcertain rig related expenses are
recognized as general and administrative expehfes contract commencement, additional field supaod rig related expenses are
recognized as contract drilling operating costsasrred.

Depreciation expenseDepreciation expense was $0.3 million for themsbnths ended June 30, 2011, compared to $0.2mitir the
six months ended June 30, 2010, and was primalifited to office equipment and software. We reabriedepreciation expense related to
drillships and related equipment for the six morghded June 30, 2011 and 2010 because our drélgiépe under construction during those
periods and had not yet been placed into service.

Equity in earnings (losses) of TPDEquity in earnings (losses) of TPDI was $19.0iomilfor the six months ended June 30, 2011,
compared to $23.3 million for the six months endede 30, 2010. The decrease in equity in earnih@®DI was primarily the result of the
TPDI Transfer on March 30, 2011. Neither the Conypaor any of its subsidiaries currently owns artgiiast in TPDI and, beginning in the
second quarter of 2011, the results of operatié$®| are no longer included in our financial rksuAs such, there was only one quarter of
equity in earnings of TPDI during the six monthslesh June 30, 2011 compared to two quarters fositmonths ended June 30, 2010.

Interest income from TPDIInterest income from TPDI was $0.5 million foetkix months ended June 30, 2011, compared to $1.0
million for the six months ended June 30, 2010. déerease in interest income from TPDI was primatile to the TPDI Transfer on
March 30, 2011, which included assignment of no¢éegivable from TPDI. As such, no interest incomoenf TPDI was recorded during the
second quarter of 2011 in our financial results.

Interest expenselnterest expense was approximately $0.3 millantlie six months ended June 30, 2011, compar$d.million for
the six months ended June 30, 2010. The intergsnse results from a letter of credit fee agreeméhtTransocean related to TPDI's
compliance with the terms under its bank creditifgc\We did not recognize any interest expengetfie six months ended June 30, 2011 and
2010 for borrowings under our Project Facilitiesrégment and related-party loans in our statemeopefations because we capitalize interest
costs incurred on new borrowings attributable talifging new construction until all the activitie®cessary to prepare the qualifying asset for
its intended use are complete.

Other income Other income was approximately $1.2 million floe six months ended June 30, 2011, compared tb)$(0lion for the
six months ended June 30, 2010. The increase ar stbome was primarily due to income from TPDI mgement fees of approximately $0.7
million. In connection with the TPDI Transfer, wetered into a management agreement pursuant tiwreégrovide day-tatay oversight an
management services with respect to the Quantuifi@coup’s equity interest in TPDI for a fee of $4,000 pelighip per day, or $8,000 p
day.

Years Ended December 31, 2010, 2009 and 2008

General and administrative expens. General and administrative expenses were $19libmin 2010, compared to $8.8 million in 20
and to $1.6 million in 2008. The increase in gehana administrative
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expenses in 2010 as compared to 2009 and 2009gsaced to 2008 was primarily due to establishimgitifrastructure needed to support the
future operations of our fleet as described in ntwil in “—Factors Affecting Comparability of H@ical Results of Operations” above.

Depreciation expenseDepreciation expense was $0.4 million in 2010npared to $0.1 million in 2009, and was primaréjated to
office equipment and software. We had no deprexiagkpense in 2008. We recorded no depreciatioareseprelated to our drillships and
related equipment for 2010, 2009 and 2008 becausdrdlships were under construction during thpseiods and had not yet been placed into
service.

Equity in earnings (losses) of TPDEquity in earnings (losses) of TPDI was $56.3iomilin 2010, compared to $4.3 million in 2009 and
to $(0.7) million in 2008. The increase in equityeiarnings of TPDI in 2010 as compared to 2009wimsarily due to the start of operations of
TPDI's second drillship in March 2010. The increasequity in earnings of TPDI in 2009 as compared t0&@®as primarily due to the start
operations of TPDI’s first drillship in July 2009.

Interest income from TPDIAt its inception, TPDI entered into unsecurednpissory note agreements with each of its sharermfde the
purpose of funding the joint venture formation. &December 31, 2010 and 2009, promissory notd$ Ml were $139.9 million and $139.9
million, respectively. As of December 31, 2010 2009, the accrued interest receivable on theseipsony notes was $5.5 million and $3.5
million, respectively. Interest income from TPDIsv2.0 million in 2010, compared to $2.1 millionZ809 and to $7.8 million in 2008. The
decrease in interest income from TPDI in 2009 adtDZ2as compared to 2008 was primarily due to ayrapat of note receivables from TPDI
in October 2008.

Interest expenselnterest expense was approximately $0.9 millim2010 primarily due to a letter of credit fee agnent with
Transocean related to TPDI's compliance with tliengeunder its bank credit facility. We did not rgo@e any interest expense during 2010,
2009 and 2008 for borrowings under our ProjectIRes Agreement and related-party loans in outesteent of operations because we
capitalize interests costs incurred on new borrgwiattributable to qualifying new construction Uati the activities necessary to prepare the
qualifying asset for its intended use are complete.

Liquidity and Capital Resources

We operate in a capital intensive industry. Throbiglvember 4, 2011, our principal sources of ligiyidiave been provided through a
combination of borrowings from Quantum Pacific Gvand its affiliates, capital contributions from &uum Pacific Group and its affiliates,
proceeds from the 2011 Private Placement and bargswnder our Project Facilities Agreement desdilm “—Description of Indebtedness”
below. In the future, we expect that our investmemtewbuild ultra-deepwater drillships will be dinced through a combination of proceeds
from this offering, equity issuances, availableding under the Project Facilities Agreement, addgi debt financing and cash flow from
operations. Our liquidity requirements relate toding investments in newbuild ultra-deepwater shilbs, servicing debt, funding working
capital requirements and maintaining adequate iEgTves to mitigate the effects of fluctuationsperating cash flows. Most of our contract
drilling and reimbursable revenues will be receimeahthly in arrears, and most of our operatingsesti be paid on a monthly basis.

Primary sources of funds for our short-term ligtyidieeds will be cash flow from operations, avdéatash balances, borrowings under
the Project Facilities Agreement and the procesats this offering. Our long-term sources of fundf also include other debt or equity
financings. Our liquidity needs fluctuate dependimga number of factors, including, among otheesnand for services, dayrates received and
operating costs. To date, our principal use of fulnas been expenditures to establish and exparfteetjyrcomply with applicable operating
standards and environmental laws and regulatiod$iard working capital requirements. We believe tha current cash balance, anticipated
cash flow from operations, proceeds from this affgand borrowings under our Project Facilities @gment will be adequate to meet our neatr-
term liquidity requirements. Our ability
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to meet our long-term liquidity requirements wilgend in large part on our future performance, Wwigcsubject to many factors beyond our
control, as well as our ability to secure additidireancing for thePacific Khamsirand thePacific Sharav See “Risk Factors—Risks Related
to Our Business.”

As of June 30, 2011 and December 31, 2010, we ha&d.$ million and $40.3 million, respectively, aish and cash equivalents.
Additionally, as of June 30, 2011 and December2810, we had $114.0 million and $61.7 million, rsjvely, of restricted cash, which
primarily consisted of restricted cash accounts méth financial institutions as security for thertowings under the Project Facilities
Agreement.

As the parent company of our operating subsidigviesare not a party to any drilling contracts dilyeand are therefore dependent on
receiving cash distributions from our subsidiar®stplus cash held in our subsidiaries owningRheific Bora, thePacific Sciroccq the
Pacific Mistraland thePacific Santa Anawhich act as Borrowers under the Project FaeditAgreement, is restricted until 2014 by the Ritoje
Facilities Agreement from transfer by intercomp#rgns and/or dividend payments to us. After 20dahdfers from these subsidiaries to us are
permitted assuming we are in compliance with tlwvigions of the Project Facilities Agreement. AsJofe 30, 2011 and December 31, 2010,
our borrowing subsidiaries held $1.5 billion intreged net assets. We do not believe these réstricwill prevent us and other non-borrowing
subsidiaries from meeting our respective liquidigeds.

We may review from time to time possible expansiod acquisition opportunities relating to our bes& which may include the
construction or acquisition of additional rigs e@gaisitions of other businesses. Any decision tostict or acquire additional rigs for our fleet
will be based on our assessment of market conditimal opportunities existing at such time, inclgdime availability of long-term contracts
with attractive dayrates and the relative costsuiding or acquiring new rigs with advanced cafiaés compared with the costs of retrofitting
or converting existing rigs to provide similar chpiies. The timing, size or success of any a@didél acquisition or construction efforts and
associated potential capital commitments are ungiaze. We may seek to fund all or part of anyhsefforts with proceeds from debt and/or
equity issuances. Debt or equity financing may hotyever, be available to us at that time duevargty 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

We anticipate making capital expenditures of apjnakely $1.4 billion during the year ending Decem®g, 2011 related to the to
remaining construction project costs for ®ecific Bora, thePacific Sciroccq thePacific Mistraland thePacific Santa AnaAs of June 30,
2011, we have paid approximately $920 million afs¢é remaining construction costs and intend to thademaining $497 million with
existing cash balances, together with borrowingseuthe Project Facilities Agreement. As of Jung2®1.1, we have outstanding borrowings
of $931 million under the Project Facilities Agremmhand have approximately $769 million availabléund remaining construction costs for
each of thdPacific Mistral, thePacific Sciroccaand thePacific Santa Anarespectively.

On March 15, 2011, we entered into two contractl BHI for the construction of our fifth and sixtew advanced-capability, ultra-
deepwater drillships, theacific Khamsirand thePacific Sharay, which are expected to be delivered to us athiifgyard in the second quarter
and third quarter of 2013, respectively. The carig@rovide for an aggregate purchase price ofceqimiately $1.0 billion for the acquisition of
these two vessels, payable in installments duhiegcbnstruction process, of which we anticipateintgppayments of approximately $124
million in 2011, approximately $224 million in 20B2d approximately $646 million in 2013. We exptbet total project cost per vessel,
including commissioning and testing and other cdstbe approximately $600 million, excluding capied interest. As of June 30, 2011, we
have paid $50 million of the costs of constructingPacific Khamsirand thePacific Sharawand intend to fund the remaining $1.2 billion with
existing cash balances and additional indebtedméssh is uncommitted at this time.

54



Table of Contents
Index to Financial Statements

Sources and Uses of Cash
Six Months Ended June 30, 2011 Compared to Sixiddinded June 30, 20.

For the six months ended June 30, 2011 and 201Qse@ cash in operating activities of $8.9 millaxd $8.3 million, respectively. The
increase in cash used in operating activities pilgneesults from increases in general and admiaiste expenses, payments for materials and
supplies and mobilization expenses that were pigroéset from collection of customer accountseep@bles.

For the six months ended June 30, 2011 and 2010see $1.0 billion and $226.0 million, respectivafycash from investing activities.
The increase in cash used in investing activitr@agrily results from progress and delivery paynsefot our drillship construction projects and
restricted cash deposits.

For the six months ended June 30, 2011 and 201@geeived $1.2 billion and $235.3 million, respeely, in cash from financing
activities. The increase in cash provided by finag@ctivities primarily resulted from the net peeds of the 2011 Private Placement of
approximately $576 million and proceeds from boiireys under the Project Facilities Agreement of $60on. These increases in cash
provided by financing activities were partially ¢t by decreased related-party loan borrowing®8fi$million for the six months ended
June 30, 2011 compared to the six months ended3yr010, payment of $25.0 million on the Borariéroan, and financing costs related to
proceeds from the Project Facilities Agreement@8%$nillion.

Years Ended December 31, 2010, 2009 and 2008

For the years ended December 31, 2010, 2009 arg] 2@0used cash in operating activities of $30.Mianj $7.3 million and $1.
million, respectively. The increase in cash usedgarating activities in 2010 primarily resultsrfroncreases in general and administrative
expenses, payments for materials and suppliesradance expense. Cash used in operating activit&309 and 2008 primarily consisted of
general and administrative expenses.

For the years ended December 31, 2010, 2009 ar@] 2@0used $944.8 million, $184.0 million and $33rillion, respectively, in cash
from investing activities, which primarily considtef progress payments for our drillship construttprojects, restricted cash deposits and
TPDI investment activities.

For the years ended December 31, 2010, 2009 ar@] 2@0received $1.0 billion, $198.6 million and $53million, respectively, in cash
from financing activities. The increase in cashviled by financing activities in 2010 resulted framereased net proceeds from our related-
party loan with a subsidiary of Quantum Pacific Gy@nd proceeds from the Project Facilities Agregmeet of financing costs. Financing
activities in 2009 and 2008 consisted of proceeals the related-party loan with a subsidiary of G@uan Pacific Group. In 2010, all principal
and accrued interest balances due under the Idaravgiubsidiary of Quantum Pacific Group were cotegeinto equity in a non-cash
transaction. Please read “Related Party Transaction

Letters of Credit
We were contingently liable under certain perforosgrbid and custom bonds and letters of credit wtotaled $20.2 million and $0
million as of June 30, 2011 and December 31, 264<pectively.

Description of Indebtedness

Project Facilities Agreemel. In September 2010, Pacific Bora Ltd., Pacific fkéikLtd., Pacific Scirocco Ltd., and Pacific SaAtaa Ltd.
(collectively, the “Borrowers”), and Pacific Dritlg Limited (as the “Guarantor”) (collectively, thBorrowing Group”) entered into a project
facilities agreement with a group of lenders t@fine the construction, operation and other costscated with théacific Bora, thePacific
Mistral , thePacific Sciroccaand thePacific Santa Angthe “Original Project Facilities Agreement”). On
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March 31, 2011, in connection with the Restructyyithe Borrowing Group amended and restated thgir@di Project Facilities Agreement by
entering into the Amended and Restated ProjectiiegiAgreement (the “Project Facilities Agreeniemt “PFA”) and a Charter 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”) thimaximum aggregate amounts available of $450anjl$500 million, $500 million and
$500 million, respectively, that collectively magtrexceed $1.8 billion. Each Term Loan consistthode tranches: one provided by a syndi
of nine commercial banks (the “Commercial Tranchet)e provided by Eksportfinans (and guaranteeth&yNorwegian Guarantee Institute
for Export Credits) (the “GIEK Tranche”) and on@pided by The Export-Import Bank of Korea (the “KEBXTranche”), with maximum
aggregate amounts available of $1.0 billion, $3%50an and $450 million, respectively.

Borrowings under each Term Loan are conditionechutpe lenders’ approval of a drilling contract @spect of the applicable drillship.
As of June 30, 2011, the lenders have approveadWwargs of $450 million for each of the Bora and Bafina Term Loans based on a signed
drilling contract for each of the two vessels. Adwone 30, 2011, based on the terms of the Waig#et, in the situation where no drilling
contract existed, the lenders have also approvedwimgs of $200 million for each of the ScirocawdaMistral bridge loans. The PFA allows
that, upon either the Pacific Scirocco Ltd. or Radilistral Ltd. entering into a drilling contraetith a minimum duration of 12 months, all
additional available amounts under the applicaldenTLoan may be borrowed.

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 Drillship, the applicable margin under televant Term Loan made available to a
Borrower is 4% per annum. Subsequent to the effectate of the first drilling contract in respetsach Borrower’s Drillship and until 12
months after delivery of all four Drillships, thp@icable margin is 3.5% per annum. Subsequen? tmdnths after the delivery of all four
Drillships, the applicable margin is based on tleerBwing Group’s historical debt service coveraggor. If the ratio is not greater than 125%,
the Applicable Margin is 3.5% per annum. If théaas greater than 125%, the applicable margirdisg&r annum.

Borrowings under the two bridge loans for the Ra@tirocco and the Pacific Mistral bear interg¢dtlBOR plus 4.75% per annum and
mature on the earlier of (i) the date on which fablistral Ltd. or Pacific Scirocco Ltd. (as apgdible) enter into a drilling contract, (ii) the
commencement date of the Pacific Santa Ana drilfioigtract or (iii) October 31, 2011. In October 20Pacific Mistral Ltd. entered into a
waiver period amendment that extends the Pacifitisli Bridge Loan maturity date to November 30,201

The Project Facilities Agreement requires the Boes to pay a quarterly commitment fee until thd ehthe availability period on the
undrawn amounts available under the Project Faslhgreement. The commitment fee is computedeatadte of 50% of the applicable mar
per annum.

The Commercial Tranche under the Term Loan Faaiifures on October 31, 2015 and the GIEK Tranaolelze KEXIM Tranche eat
mature on October 31, 2019. The GIEK Tranche aa&#&XIM Tranche each contain put options exercisabGIEK and KEXIM do not
receive timely refinancing for the Commercial Traaor if the Commercial Tranche is not refinancedesms acceptable to GIEK and
KEXIM. If the GIEK and KEXIM Tranche put optionseaexercised, it would require full prepayment a&f televant GIEK and KEXIM
Tranche proportion of all loans outstanding withaay premium, penalty or fees of any kind on théunity date of the Commercial Tranche.

Amortization payments are required every six moaihs commence six months after the delivery datsoh drillship, but only if a
drilling contract has been signed by such datee@itse, amortization payments commence on thefdbiteg six months after the signing of a
drilling contract or as otherwise approved by tders. Interest is generally payable every threetihhs. The Commercial Tranche requires a
residual debt
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payment of $200 million at maturity for each Termwaln. Borrowings under the Commercial Tranche magrbpaid in whole or in part with a
1% penalty on the amount prepaid if such prepaynedes place within one year after the deliveryheffourth Drillship and no penalty
thereafter. Borrowings under the GIEK Tranche dredKEXIM Tranche may be prepaid in whole or in paith a 0.5% penalty. Borrowings
under the Project Facilities Agreement are sulifeecceleration upon the occurrence of events fafulte

In November 2010, Pacific Bora Ltd. borrowed thexmmaum amount available under the Bora Term Loafi450 million. As of June 30,
2011, we have outstanding principal of $425 milli8BR00 million, $200 million and $106 million undiére Bora Term Loan, the Mistral Term
Loan, the Scirocco Term Loan and the Santa Ana Teram, respectively. Following June 30, 2011, wadeed $175 million under the
Scirocco Term Loan and paid $25 million in prindipa the Pacific Bora Term Loan. We expect to barem additional $250 million under t
Mistral Term Loan in connection with the Lendergpeoval of a drilling contract for the drillship. 8\&lso expect to borrow an additional $344
million under the Santa Ana Term Loan in connectigth the delivery of théacific Santa Ana

The Bora Term Loan requires us to make ten amdigizpayments of $25.0 million every six months coemcing in April 2011, with
the residual debt payment of $200 million due indber 2015. The Santa Ana and Scirocco Term Logmines us to make eight amortization
payments of $31.3 million and $21.9 million, respedly, every six months commencing in April 201@th the residual debt payment of $200
million each due in October 2015. Once the MisTiaim Loan is fully funded, we expect to make eigmortization payments of $31.3 million
every six months commencing in April 2012, with tiesidual debt payment of $200 million due in Oeto®015.

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

The Project Facilities Agreement requires compkawith certain affirmative and negative covenaht tire 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 (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 Juneg2BQ1 and December 31, 2010, the Borrowing Gralg $1.5 billion of restricted 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 levend to meet a required level of collateral mexiance whereby the aggregate appraised
collateral value must not be less than a certaiogmtage of the total outstanding balances and ¢oments 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@gup, (iii) a maximum leverage ratio of
the Guarantor and (iv) minimum liquidity requirentepnf the Guarantor. The Project Facilities Agrertmequires that the Guarantor maintain
() a projected (looking forward over the followitngelve months) debt service coverage ratio oéast 1.1x
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through June 30, 2012 and 1.2x thereafter; (iijs#ohical (looking back over the preceding twelvenths) debt service coverage ratio of at |
1.1x through December 31, 2013 and 1.2x theredftgra maximum leverage ratio of 65% and (iv) amum liquidity of $50 million after
the delivery of all four Drillships. We were in cpiiance with all covenants as of June 30, 2011.

Within 60 days after the first drawdown under stiehm Loan, each Borrower is also required undePttogect Facilities Agreement to
hedge 75% of outstanding and available balancasstglating interest rate exposure. The only otiedge arrangements that are permitted,
under circumstances, are to address foreign currexchange risks.

The Project Facilities Agreement contains evenedéult that are usual and customary for a finapof this type, size and purpose.

Temporary Import Bond FacilityOn July 13, 2011, we entered into a temporarpdig Letter of Credit (“SBLC”facility with Citibank
N.A. to support the Temporary Importatic*TI”) bond for the Pacific Borarequired in Nigeria. As part of the standard Nigerimportation
requirements for equipment, we are required tceeitimport the vessel into Nigeria on a permanesisband pay import duties or apply for a
permit and put up a bond for the value of the imhpaties instead. In order to be able to placeTthgond for thePacific Bora, we have
negotiated a form of a SBLC with Citibank New Ydadkallow for a Tl bond to be issued by Citibank &lig.

Under the SBLC facility, Citibank, N.A., as issuibgnk, has issued a Letter of Credit (“LC”) for thenefit of Citibank Nigeria
denominated in the Nigerian currency, Naira, indh®unt of approximately $96 million. This LC prdes credit support for the Tl bond that
was issued by Citibank Nigeria in favor of the Goweent of Nigeria Customs Service in connectiorhulite entry of the Pacific Bora into
Nigerian territorial waters

The SBLC facility will expire after a one-year pmtiand will be renewable for additional one-yeamtebased on the initial contract term
of each vessel. Our obligations under the tempd®&tyC facility are secured by a $50 million caspafgt and a guaranty from Quantum
Pacific International Limited. It is expected tlimiNovember 2011, we will replace the temporary SBhcility with a permanent SBLC
facility, which will be secured by second prioragsignments of certain marine vessel insurancesstadeposit currently estimated to be $10.5
million, a similar Pacific Drilling S.A. guarantand a first priority assignment of the proceedthandrilling contract related to reimbursement
of import/export duties.

We anticipate entering into an identical permarg&Bit C for purposes of theacific Sciroccol | bond.

Related-party loansBeginning in 2007, we received funding from Wirfiénance Limited (“Winter Finance”), a subsidiarfythe
Quantum Pacific Group, in the form of a relatedtpéran. Prior to January 1, 2009, the loan didasatrue interest, but effective January 1,
2009, borrowings under the related-party loan atinterest at the rate of 6% per annum. For thesyended 2010, 2009 and 2008, we
received proceeds from the related-party loan pf@pgmately $685.3 million, $198.6 million and $535nillion, respectively. On
November 29, 2010, Winter Finance assigned $65%mibf the loan receivable under the Intercomplogn Agreement to Quantum Paci
International Limited, its parent and the sole pad our Predecessor at such time. The $655 millazeivable was then contributed by
Quantum Pacific International Limited to our Pregisor, as an additional capital contribution fer¢dbmmon shares held by it as sole
shareholder of the Predecessor. On December 30, 0ihter Finance assigned all then-outstandinggipal and accrued interest under the
Intercompany Loan Agreement, in the amount of axprately $892.6 million, to Quantum Pacific Intetioaal Limited. The approximately
$892.6 million receivable was then cancelled by iQuia Pacific International Limited in exchange fioe issuance of 1,115,761 common
shares in our Predecessor. From January 1, 20%arch 23, 2011, the company received additionatléuaf $142.2 million under the
Intercompany Loan Agreement. On March 23, 2011, t&¥iRinance assigned the receivable for all outhten
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principal and accrued interest under the Intercowipaan Agreement, in the amount of approximatdl$28 million, to Quantum Pacific
International Limited. The $142.8 million receivahlas then contributed by Quantum Pacific Inteometi Limited, as an additional capital
contribution for the common shares held by it de shareholder of the Predecessor. The Intercompaagy Agreement was terminated
following such conversion and there is currentlyimercompany loans between us and Winter Finabogng 2010 and 2009, we capitalized
interest expense of $60.1 million and $39.0 millimspectively, on the relatguarty loan as a cost of property and equipmentdd/aot expec
related-party loans to be a source of funding @arations and working capital needs going forwkmat.more information on related-party
loans, please see “Related Party Transactions.”

Derivative Instruments and Hedging Activities

We may enter into derivative instruments from timéime to manage our exposure to fluctuationsiarest rates and to meet our debt
covenant requirements. We do not enter into davigdtansactions for speculative purposes; howdweegccounting purposes, certain
transactions may not meet the criteria for hedgeaating.

On January 14, 2011, we entered into an interésisi@ap to reduce the variability of future castwl in the interest payments for the
variable-rate debt under the Bora Term Loan. Wégdesed the interest rate swap as a cash flow hisdgecounting purposes. The interest
rate swap pays a fixed rate of interest of 1.83%raceives LIBOR. The notional amount hedges 100%utstanding commitments and
borrowings under the Bora Term Loan. The interatg swap expires on October 31, 2015.

On February 11, 2011, we entered into an inteegstswap to reduce the variability of future cdstw$ in the interest payments for the
variable-rate debt under the Santa Ana Term Loasmd@ésignated the interest rate swap as a casth#édge for accounting purposes. The
interest rate swap pays a fixed rate of intere@ 8% and receives LIBOR. The notional amount ksdd0% of outstanding commitments
and borrowings under the Santa Ana Term Loan. itezast rate swap expires on October 31, 2015.

On May 6, 2011, we entered into an interest ratpsto reduce the variability of future cash flowshe interest payments for the
variable-rate debt under the Scirocco Term Loan.dé&gnated the interest rate swap as a cash #olgehfor accounting purposes. The
interest rate swap pays fixed rate interest of %.8nd receives LIBOR. The notional amount hedg&® $8illion of outstanding commitments
and borrowings under the Scirocco Term Loan. Ther@st rate swap expires October 31, 2015.

On May 31, 2011, we entered into an interest nagpso reduce the variability of future cash flawshe interest payments for the
variable-rate debt under the Mistral Term Loan. dfésignated the interest rate swap as a cash fldgehier accounting purposes. The interest
rate swap pays fixed rate interest of 1.6% andivesd.IBOR. The notional amount hedges $375 millidoutstanding commitments and
borrowings under the Mistral Term Loan. The interate swap expires October 31, 2015.

Off-Balance Sheet Arrangements

Currently, we do not have any off-balance sheetrmements.
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Contractual Obligations

The table below sets forth our contractual obligaias of

December 31, 201!

Long-term debi@

Interest on lon-term debi®
Operating lease

Purchase obligatior®©
Ultra-deepwater drillship@
Long-term payable®)

Total contractual obligatior

June 30, 2011

Long-term debi®

Interest on lon-term debi®
Operating lease

Purchase obligatior®©
Ultra-deepwater drillship©
Long-term payabl¢®)

Obligations Due in Period

Less than More than
Contractual Obligation 1 year 1-3 years 3-5 years 5 years Total
(in thousands)
$ 50,00( $ 100,00( $300,00( $ = $ 450,00(
24,24; 37,87: 25,19¢ — 87,31
49€ 71C 55¢ — 1,76t
64,55¢ — — — 64,55¢
1,029,501 — — — 1,029,501
— — 4,00z — 4,00z
$1,168,79 $ 138,58 $329,76( $ = $1,637,14.
Obligations Due in Period
Remaining More than
Contractual Obligation six months 1-3 years 3-5 years 5 years Total
(in thousands)

$ 25,00( $ 150,00( $756,00( $ = $ 931,00(
26,62: 135,62¢ 33,30: — 195,54¢
44% 1,34( 241 — 2,02¢
21,33¢ — — — 21,33¢
357,02¢ 869,75( — — 1,226,77!
— 4,00z — — 4,00z
$ 430,43: $1,160,71 $789,54: $ — $2,380,69:

Total contractual obligatior

Some of the figures included in these tables asedan estimates and assumptions about these taiigiancluding their duration and
other factors. The contractual obligations we wadtually pay in future periods may vary from thosiected in the tables because the estimates
and assumptions are subjective.

(@)
(b)

(©)

(d)
(€)

Includes current maturities of long-term debt. tegaring the scheduled maturities of our debt, sgime the debt holders
will exercise their options to accelerate the matutate to October 31, 2015. S“Description of Indebtedne”

Interest payments are based on our existing outistgriborrowings. It is assumed there is not a esfaing of existing lor-
term debt and there are no prepayments. Interedbéen calculated using the fixed interest ratgpaate of 1.83% for the
Bora Term Loan, 1.87% for the Scirocco Term Loaf0% for the Mistral Term Loan and 2.39% for th@t@aAna Term
Loan plus an estimated applicable margin for ed¢heoTerm Loans of 4.0% to the estimated effectiste of the first drillin
contract and 3.5% thereaft

Purchase obligations are agreements to purchasks goal services that are enforceable and legailjira, that specify a
significant terms, including the quantities to heghased, price provisions and the approximatentinoif the transactions,
which includes our purchase orders for goods andcss entered into in the normal course of busr

Amounts for ultr-deepwater drillships include amounts due undertcoction contracts

The long-term payable is due to the customer fionlvarsements of certain capital equipment uportehmination of the
Pacific Boracontract with Chevron. For purposes of the contr@abbligations table, we assume the contracttesithinate
after its initial thre-year period
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Critical Accounting Estimates and Policies

The preparation of consolidated financial statesméntonformity with GAAP requires management tdkenaertain estimates ai
assumptions. These estimates and assumptions itmgaeported amounts of assets and liabilities dikclosures of contingent assets and
liabilities at the balance sheet date and the atsafirevenues and expenses recognized duringffteting period. On an ongoing basis, we
evaluate our estimates and assumptions, inclutiogetrelated to allowance for doubtful accountgritial 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 valithusr factors we believe are reasonable undecitbemstances, 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. Wedareport 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 Dimgs has reviewed the disclosure presented
below. During the past three fiscal years, we hatamade any material changes in accounting metbggo

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

Revenue recognition Contract drilling revenues are recognized asesrbased on contractual dayrates. In connectitimadwilling
contracts, we may receive revenues for preparatichmobilization of equipment and personnel orcpital improvements to rigs. Revenues
earned and incremental costs incurred directlytedléo contract preparation and mobilization areled and recognized over the primary t
of the drilling contract. Upon completion of dnily contracts, any demobilization fees receivedratated expenses are reported in income.
Amortization of deferred revenue is recorded otra@ght-line basis over the primary drilling cordtaerm, which is consistent with the general
pace of activity, level of services being providet dayrates being earned over the life of theraoht

We record reimbursements received for the purcbisapplies, equipment, personnel services and s#ices provided at the request
of our customers in accordance with a contracgoe@ment, for the gross amount billed to the custpas revenues related to reimbursable
expenses. Reimbursements received for capital eliqpees are deferred and recognized over the pyiroantract term of the drilling project.
The actual cost incurred for capital expendituréepreciated over the estimated useful life ofabset.

Property and equipmentDeepwater drillships are recorded at cost of tanson, including any major capital improvemeriess
accumulated depreciation and impairment. Othergntgand equipment are recorded at cost and carfgistrchased software systems,
furniture, fixtures and other equipment. Plannedomimaintenance, ongoing maintenance, routine reaid minor replacements are expensed
as incurred.

Interest costs incurred on new borrowings attrible#o qualifying new construction are capitalizé¢e capitalize interest costs for
qualifying new construction from the point borrogioosts are incurred for the qualifying new corcdtan and cease when substantially all the
activities necessary to prepare the qualifying tafeséts intended use are complete.

61



Table of Contents
Index to Financial Statements

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 equipme 15-35
Other property and equipme 2-7

Long-lived assets We review our long-lived assets, including prépand 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 raacknditions, actual or expected declines in tiligation, increases in idle time,
cancellations of contracts or credit concerns sta@mers. We assess impairment using estimatedamuited cash flows for the long-lived
assets being evaluated by applying assumptionsdiegefuture operations, market conditions, daysatgilization 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 contingies when we believe a loss is probable and treuiatof the probable
loss can be reasonably estimated. Once establigleealdjust the estimated contingency loss accaralifanges in facts and circumstances that
alter our previous assumptions with respect tdiketihood or amount of loss.

Income taxes Income taxes are provided based upon the taxdadisates in the countries in which our subsid&are 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 financialesteant 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 taxtjposonly if it is more likely than not that theogition will be sustained upon
examination by taxing authorities based on therteeth 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 &edinal audit of tax returns by taxing authoriti#gée recognize interest and penalties relate
uncertain tax positions in income tax expense.

Recently Issued Accounting Pronouncements

Variable interest entitie.. In June 2009, the FASB issued an accounting atdnapdate that clarifies the characteristics idhettify a
variable interest entity (“VIE”)Additionally, the standard changes how a reporéintity identifies a primary beneficiary that wowdnsolidate
the VIE from a quantitative risk and rewards cedtioin to a qualitative approach based on whichatéeiinterest holder has controlling
financial interest and the ability to direct theshsignificant activities that impact the VIE’s eomnic performance.

This standard requires the primary beneficiary sssent to be performed on a continuous basissdtralquires additional disclosures
about involvement with the VIE and how that invaivent with a VIE impacts the consolidated finanstatements of the reporting entity.

The standard is effective for reporting periodsibeiqpg after November 15, 2009. We adopted thisddied on January 1, 2010. There
was no impact to our consolidated financial statemeThe additional disclosures required underdtdadard are included within the notes to
our consolidated financial statements.
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Fair value measurements and disclosurel January 2010, the FASB issued an accountengdstrds update that requires additional
disclosures related to transfers between levelsearhierarchy of fair value measurements. The wdb requires disclosure of valuation
techniques and inputs used in estimating Leveld?laavel 3 fair value measurements.

These updates are effective for interim and anregdrting periods beginning after December 15, 2008 adopted these on January 1,
2010. Because the standard does not change hovafags are measured, the standard did not haiepatt on our consolidated financial
statements.

There are additional provisions for the fair valneasurement accounting standards update effectivetérim and annual periods
beginning after December 15, 2010. These remaimguiates require entities to separately disclogenmdtion about purchases, sales, issue
and settlements in the reconciliation of recuriiegel 3 measurements on a gross basis. We addmsd on January 1, 2011. Because the
standard does not change how fair values are meghsiie adoption did not have an impact on our @ateted financial statements.

In May 2011, the FASB issued an accounting staredapdate that changes the wording used to destidng of the requirements in
GAAP for measuring fair value and for disclosinfpimation about fair value measurements. Someeathendments included in this update
are intended to clarify the application of existiag value measurement requirements.

This update is effective for annual periods begigrafter December 15, 2011. We do not expect thiaddoption will have a material
effect on the disclosures contained in our notetesolidated financial statements.

Presentation of Comprehensive Incomén June 2011, the FASB issued an accounting atasdipdate that eliminates the current of
to report other comprehensive income and its coraptsnin the statement of changes in equity. Artyenén elect to present items of net
income and other comprehensive income in one contis statement or in two separate consecutivenséaits. Each component of net income
and each component of other comprehensive incogettier with totals are required to be displayedenrither alternative.

This update is effective for public entities aghe# beginning of a fiscal year that begins aftecésber 15, 2011. As we present a
separate statement of comprehensive income, mslatd will not have an impact on our consolidditeahcial statement presentation.

Quantitative and Qualitative Disclosures About Market 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 disdlzlow. We have entered, and in the future megr.@nto derivative financial instrument
transactions to manage or reduce market risk, bui@not enter into derivative financial instrumgahsactions for speculative or trading
purposes.

Interest Rate Risk We are exposed to changes in interest ratesghrour variable rate long-term debt. We use intaae swaps to
manage our exposure to interest rate risks. Irtesigs swaps are used to convert floating rate deligations to a fixed rate in order to achieve
an overall desired position of fixed and floatimger debt. As of June 30, 2011, we have hedged 1@Pe outstanding variable rate debt with
fixed for float interest rate swaps. Please read.igtidity and Capital Resources—Derivative Instruntseand Hedging Activities.”
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Foreign Currency Exchange Rate RiskWe use the U.S. Dollar as our functional currebbegause the substantial majority of our
revenues and expenses are denominated in U.Sr&d\ecordingly, our reporting currency is also UD®llars. However, there is a risk that
currency fluctuations could have an adverse effaats as we do earn revenue and incur expenséisanaurrencies. We utilize the payment
structure of customer contracts to selectively cedour exposure to exchange rate fluctuationsimection with monetary assets, liabilities
and cash flows denominated in certain foreign ewies. Due to various factors, including custoneeeatance, local banking laws, other
statutory requirements, local currency convertipiind the impact of inflation on local costs, attiocal currency needs may vary from those
anticipated in the customer contracts, resultingdrtial exposure to foreign exchange risk. Flutitua in foreign currencies have not had a
material impact on our overall operating resultéimaincial condition.
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INDUSTRY AND MARKET CONDITIONS

Overview

The offshore contract drilling industry providedlldrg, workover and well construction servicesdiband natural gas exploration and
production companies using mobile barges, jack-sg@si-submersible rigs, drillships and other drgliunits. The following discussion will
focus on the deepwater and particularly the ulzrepidvater sectors of the offshore contract drillimdpstry. We generally consider ultra-
deepwater to begin in water depths of more tha@07f&et and to extend to the maximum water depthehich rigs are capable of drilling,
which is currently approximately 12,000 feet. Wasider deepwater to be between 5,000 and 7,500feeter depth. Although we are
primarily focused on the ultra-deepwater market,driliships can operate in water depths as shatlewt,000 feet, so we may also compete to
provide services at shallower depths than deepwatkeile not currently a core focus for our business drillships are also capable of
operating in harsh environment areas, where thergypically rougher sea conditions.

Deepwater and ultra-deepwater drillships typicatiypete in many of the same markets as high-spatidn semi-submersible rigs.
However, newer ultra-deepwater drillships genera#lye greater load capacity and are more mobile gbani-submersible rigs, making them
better suited for drilling in remote locations whee-supply is more difficult and for exploratiorograms that require frequent rig relocation.

Drillships are marketed worldwide, as they can mesiépropelled from one region to another. In some ¢abescost of relocating a st
may result in significant short-term variationg@gional supply and demand, but these are typislbyt-lived in comparison to contract
duration.

The market for deepwater and ultra-deepwater ngiliontractor services is more established achess1S. Gulf of Mexico, offshore
Brazil, and several West African nations, includiwggola, Ghana, and Nigeria, than it is in neweerging regions where the industry has
begun exploring for large discoveries. Large oihpanies have deepwater and ultra-deepwater exjplonatograms in other emerging areas
including offshore East Africa, South-East Asia @abtralia, as well as other parts of the worlde Tharket for drillships could continue to
expand in those areas as exploration programsre@ntd grow.

Key demand drivers for ultra-deepwater drillshipslide:

. Oil Prices: Market expectations about potential changesemtiice of oil significantly affect the level oftagty in exploration,
development and production in offshore areas wdaddwUltra-deepwater rig demand is driven primabijythe long-term outlook
for oil prices rather than sh-term fluctuations

. Global Consumption of OilThe demand for ultra-deepwater drillships is éniywy the worldwide demand for oil, which is affstt
by many factors including oil prices and the gehstate of the worldwide econom

. Increased Emphasis on Exploring in U-Deepwater Areas by Major International Oil Companand National Oil Companie:
International and national oil companies have hirereasing their deepwater exploration and producaictivities, in part due to tl
relative scarcity of large, new onshore discover@es the discovery of numerous large -deepwater fields

. Drilling Technology: Advances in drilling technology in recent yeaevé enabled international and national oil compsato
increase their ability to operate in deeper watel @n a more efficient basis than was previoushsfime. The ability to access new
fields has led to an increase in demand for higdeiication ultra-deepwater drillships over thetdasv years, which is expected to
continue going forwarc

. General Political and Economic Environmenfariations in the political and regulatory clireacross regions affect global ultra-
deepwater rig demand differently. For instancdlingi in the U.S. Gulf of
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Mexico has experienced regulatory and permittingydebecause of the Deepwater Horizon oil spilApril 2010. This ha
significantly reduced ultra-deepwater drilling ad and rig demand in that region. Concerns alpalitical instability, corruption,
terrorism and regulatory requirements in West Aframd other emerging ultra-deepwater plays codigttéiemand for ultra-
deepwater drillships in those areas. For a furisrussion of these issues, please read “Risk Ed@nd “Business—
Environmental and Other Regulatory Iss”

Oil Prices

Current oil prices are high relative to historitzatels and have rebounded from their lows reacheithgl the economic downturn of 20(
The chart below illustrates historical spot prié@sWest Texas Intermediate (WTI) and Brent oibtigh November 3, 2011 and NYMEX
futures prices through 2016.

Favorable Oil Prices
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Global Consumption

In spite of an oil price environment that is hightistorical standards, the International Energgiay (IEA) expects that worldwic
demand for oil will continue to grow due to gloslonomic growth. According to the IEA, continueduapd revisions in global oil
consumption have led to a growth in estimated dlobasumption of 1.2 million Bbl/d in 2011. In 201tke IEA Oil Market Report (as of
July 13, 2011) expects global oil consumption tawgby an additional 1.5 million Bbl/d. A productishortfall and resulting supply gap will
likely emerge as existing reserves are depletedb®lieve that current oil prices, if sustained,ldaesult in increased exploration and
development drilling activity and higher demand aochpetitive dayrates for drillships as energy canies seek to meet growing worldwide
oil demand.

Expected Decline in Global Production Capacity
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Upstream Capital Expenditures Are Increasing

With relatively high oil prices, many explorationdaproduction companies are generating cash flbatsexceed their capit
requirements for investment projects. Many of them®apanies use a portion of their excess cashtthancrease capital expenditure budgets in
an attempt to meet rising demand for oil and nagea and to increase production and to mitigaderes declines. We believe that a portion of
the increased capital expenditures by such expdoraind production companies is likely to be usedrill new deepwater wells, which could

increase the demand for our services.

Global exploration and production expenditures hagecased from approximately $120 billion in 2@6Japproximately $443 billion in
2010, as reported in IHS Herold’s Financial and i@pens Database as of June 2011. According t8Eh&nergy Outlook 2030 (published
January 2011), global oil and gas production iseeigd to grow by approximately 1% per annum ovemgxt 20 years. In order to achieve
level of production, global exploration and prodoctspending is expected to continue its long-tercnease.

Given the general decline in production of existimghore reserves, the deepwater component of midjosmpanies’ upstream capital
budgets may increase in the future as a perceofdafeir overall capital expenditures.
Global Capital Expenditures of Oil and Gas Produces on the Rise
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Note: CAPEX exhibited is total capital costs in@dyincluding acquisition, exploration and devel@mincosts. Peer set includes all 243 Global, Ina¢enl, Diversified and Independe
exploration & production Oil and Gas Companies @néd in IHS Herold's Financial and Operations Dbgse as of June 2011
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Declining Reserve Replacement

Worldwide, the major oil companies have generalyarted declining reserve replacement ratios @tie of new proved resen
additions to oil produced). For instance, the tiagobal integrated oil companies (as coveredi$ Herold as of July 2011) have recorded
fewer reserve extensions and discoveries than aheinal oil production since 2001. The easiesitetdble oil and gas reserves have already
been found and developed or are controlled by natioil companies. At the same time, internati@ualsumption has been increasing. As a
result, major oil companies are increasingly fortedxplore new frontiers, and exploration activéyrending from shallower to deeper waters

and to environments that are more challenging.
Declining Global Liquids Proved Reserve Additions 8. Production
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Market Conditions in the Ultra-Deepwater Space

The positive lon-term trend for rig demand in the u-deepwater market is expected to persist becaus-deepwater resources in se
regions are one of the few frontiers where inteoma oil companies have access to drill for sugfitly large and material exploration plays
and discoveries.

Deepwater and ultra-deepwater drilling projectsegally have greater demand visibility due to lomyelopment timelines and project
planning periods. As a result, customer contracthé deepwater and ultra-deepwater drilling markend to have a longer duration than those
in the broader drilling sector. For example, thaifder Horse field in the central Gulf of Mexico koapproximately 9 years to develop, since
its discovery in 1999 until the start of oil prodioa in 2008.

Deepwater production has nearly doubled over tiséfpee years, as illustrated in the chart belows&d on the trend over this period and
our knowledge of the sector activity, we believemlgater production will continue to increase infilteire as exploration and development
activities expand. In addition, we expect thataallag source of future value in deepwater will foee tgolden triangle,” consisting of the U.S.
Gulf of Mexico, Brazil and West Africa (Angola, Gieaand Nigeria).

Brazil in particular, has seen significant growtloffshore sector activity in recent years. Accogdio their 2011-2015 Business Plan
published on July 22, 2011, Petrobras announcedté@stion to spend $225 billion over five yearstha$128 billion dedicated to exploration
and production.

Growing Global Deepwater Liquids Production
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Source: Wood Mackenzie Global Oil Supply Tool, Maoils Service, Global Deepwater Production, JuféR
Note: Wood Mackenzie Global Oil Supply Tool def“deepwater” as depths greater than or equal to 406ters.
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Demand and Supply for Ultra-Deepwater Rigs

In the near future, we expect that large exploratiod development companies, including major irdgonal oil companies and natior
oil companies, will primarily drive demand for @tdeepwater rigs. Demand from these oil compasigemerally perceived to be less volatile
and less vulnerable to market disruptions becawessetcompanies generally possess stronger creflleprand greater capital resources than
smaller independents.

Numerous drilling contractors have recently placetkrs to build additional drillships. We estim#tiere are approximately 56 ultra-
deepwater rigs scheduled for delivery between Nderi, 2011 and the end of 2014, 34 of which areeatly not contracted to customers.
of November 2011, ODS-Petrodata counted 91 ultegpdeater rigs in service, of which 45 are ultra-deger drillships.

The graph below demonstrates the historical deraaddsupply of ultra-deepwater drillships and dhilbsutilization rates from January
2003 through October 2011.

High Utilization of Ultra-Deepwater Drillships (> 7,500 ft)
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Notes:

1) “Recession Period” indicates negative quarterly gith rates of real GDP (change over previous quartérOrganization for Economic Co-operation and Biepment (OECD)
economies (Sourced from OECD Statistics QuartebyP@lata)

2) “Total Availabl¢' indicates drillships that are available for conttar

3) “Total Contracte” indicates drillships that have been contrac
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Dayrate Recovery

As exploration and production activity increasingdguses on deepwater regions, \-deepwater dayrates are expected to increase
current levels. Though the industry witnessed aatayweakening for drilling units during the recghtbal recession, utilization of ultra-
deepwater units has remained close to 100% sin@e. 20

Rising Fixture Dayrates of Ultra-Deepwater Drillships (>7,500 ft)
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Notes

1) Includes only dayrates by fixture date; does nolude options, sublets, sin-well contracts and cancelled contrar

2) Fixture dayrates represent dayrates contractuaiyesed upon by the operator and service provided ean be agreed upon significantly ahead of acstaiting date

3) Trendline calculated from regression analy

4)  “Recession Period” indicates negative quarterly gith rates of real GDP (change over previous quartérOrganization for Economic Co-operation and Biepment (OECD)
economies (Sourced from OECD Statistics QuartebyP@lata)
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Evolving Drilling Technology

With improving technology, drillships have beeneatd drill at eve-increasing depths. Drillships can also be usedaifopms to carn
out completion work such as casing and tubing lfagtan or subsea wellhead and valve installatidgtescent dayrates demonstrate a bifurcation
in which newer, higher specification drillships tla@ae able to handle technically demanding opematin remote locations are generally able to
command higher dayrates than older, lower spetidicalrillships, as illustrated in the chart below.

Preference for Modern Ultra-Deepwater Drillships ard Semi-Submersibles (> 7,500 ft)
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Notes:
1) Does not include fixture dayrates for options, stbland cancelled contrac

2) Fixture dayrates represent dayrates contractuatiyeed upon by the operator and service providextitie dayrates could be agreed upon and signedargontract significanth
ahead of actual starting date of contr:

3) Percentage Premium denotes the percentage differeetwveen average fixture dayrates of Rigs Contgtduafter 2006 and Rigs Constructed Before 2
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BUSINESS

Overview

We are an international offshore drilling compaynenitted to becoming a preferred provider of utlesepwater drilling services to the
oil and natural gas industry through the use oftsgecification drillships. Our primary businessasontract our ultra-deepwater drilling rigs,
related equipment and work crews, primarily on yrage basis, to drill wells for our customers. lsda team of seasoned professionals with
significant experience in the oil services andastieepwater drilling sectors, we specialize intéednically demanding segments of the
offshore drilling business.

We are primarily focused on the ultra-deepwaterkeiaiThe 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 extetice 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 thijs can also operate in water depths as
shallow as 1,000 feet, giving us the ability to gate for jobs targeting shallower depths than wd&apwater. While not currently a core focus
for our business, our drillships are also capableperating in harsh environment areas, where tagrdypically rougher sea conditions.

Following completion of construction, our fully-deged fleet will consist of six newly constructeeth generation ultra-deepwater
drillships, representing one of the youngest andtrrezhnologically advanced fleets in the world. Yderently operate three recently delivered
drillships, have one drillship under constructiord dave entered into contracts to construct twatiada! drillships. ThePacific Borarecently
completed its customer requested upgrades and icettihs and entered service in Nigeria on Augést2®11 under a thregar contract wit
a subsidiary of Chevron. THeacific Sciroccds expected to enter service in Nigeria in Decen2@drl under a one-year contract with a
subsidiary of Total. Th@acific Mistralis expected to enter service in Brazil in Decenftirl under a three-year contract with a subsidi&ry
Petrobras. Th@acific Santa Anas currently under construction by SHI, and is sithed for delivery in December 2011. TRacific Santa An
is expected to enter service in the U.S. Gulf okMe in the first quarter of 2012 under a five-yeantract with a subsidiary of Chevron. We
entered into contracts with SHI in March 2011 foe tonstruction of our fifth and sixth new advancagability, ultra-deepwater drillships, the
Pacific Khamsirand thePacific Sharay, which are expected to be delivered in the see@mbithird quarters of 2013, respectively.

In June 2011, we signed an agreement with SHI igi@guois an option through October 31, 2011, whick etended through January 31,
2012, to purchase a seventh drillship at substantiee same price and terms and conditions asdéracts for th&acific Khamsirand the
Pacific Sharax. We will continue to evaluate the long-term coiudtis of the deepwater drilling market to determiviesther to exercise this
option.

Because our drillships are highly mobile, our fledt operate in a single, global market for the@yision of contract drilling services to
the deepwater exploration and production indu®eepwater and ultra-deepwater drillships typicatiynpete in many of the same markets as
high-specification semi-submersible rigs. Howewewver 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 Idoas where resupply is more difficult, an
for exploration programs that require frequentratpcation. All of our drillships are self-propadl@end dynamically positioned and have large
carrying capacity. We believe the long-term prospéar deepwater drilling are positive given th@eated 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 gieldhe location of our drillships and the allocataf resources to build or upgrade rigs will
be determined by the activities and needs of ostocners. Currently, our four existing drillshipg aommitted to work in the deepwater
regions of the U.S. Gulf of Mexico, Brazil and Weédtica, which are the three most active deepwhbésins in the world.
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From our inception in 2006, we have committed d# billion to establish our existing ultra-deepavéleet of six drillships, of which
we have spent approximately $2.7 billion throughel80, 2011. We funded the $2.7 billion spent thtodune 30, 2011 with related party
loans from an affiliate of Quantum Pacific Groughigh were subsequently converted into equity, heimgs under our $1.8 billion Project
Facilities Agreement (as defined and describediithér detail in “Management’s Discussion and Asadyf Financial Condition and Results
of Operation—Description of Our Indebtednessi)d a portion of the net proceeds of approximekB§6 million from 2011 Private Placeme
Of the $1.7 hillion of estimated remaining capéapenditures for our six drillships, we expectpersd approximately $0.5 billion for our four
drillships recently delivered or currently undenstruction, and $1.2 billion, excluding capitalizeterest but including commissioning and
testing and other costs, on our fifth and sixtliships on order from SHI. We intend to finance #pproximately $0.5 billion amount with
additional borrowings under the Project Facilidggeement. We intend to finance the remaining $llibn of capital expenditures for the tv
newbuilds with our existing cash balances and audit future indebtedness, which is uncommittethisttime. For more information on the
use of proceeds and our capital requirements, @leas “Use of Proceeds” and “Management’s Discossial Analysis of Financial Condition
and Results of Operation—Liquidity and Capital Reses.”

Our Business Strategies
Our principal business objective is to increaseeaalder value. We expect to achieve this objedtiveugh the following strategies:

. Establish position as a preferred ul-deepwater drilling contractor with newly built ligspecification units High-specification
drilling units are specifically designed to meet tequirements of customers for drilling in deeréiasins and complex geologi
formations and for drilling wells with challengimpgofiles. In addition, we believe that our new liirg units have a competitive
advantage over older units because of their impt@adety features, greater efficiency and enhanualdlity. Furthermore, it is
easier to attract more experienced operating peedda newer drilling units due to their superiaorking and living conditions and
potential for better career opportuniti

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

. Develop strategic relationships with h-quality customer. We expect to derive a significant portion of uture revenue fror
contracts with national oil companies, major intgional oil companies and large investment-gradependent exploration and
production companies. These customers tend toatddeg-term approach to the development of sukisiémtdrocarbon finds with
multi-year development programs as well as muléiryeapital expenditure commitments, which we beligill enhance the
likelihood of our securing attractive lo-term drilling contracts

. Identify and generate growth opportunit. We expect to grow through newbuilds as well estsgic transactions, with a continued
focus on the ultra-deepwater market. We will coticga on those growth opportunities that we beligilecreate maximum
shareholder valut
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Competitive Strengths
We have a number of competitive strengths that @ieve will help us to successfully execute ouribess strategie:

Experienced and international management t. Our management team has extensive industry expeErioperating in locations
worldwide, with an average of over 20 years of eiggee. We believe that our management team’sfignt experience, as well
as its diverse international background, enhanuaestility to effectively operate on a global baaisl throughout industry cycle

New and technologically advanced fl. Our fleet is comprised of some of the newestrandt technologically advanced drillships
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 arégedpelled, dynamically positioned and suitabledadlling in remote locations.
Our highspecification units are expected to achieve fabtifing and shorter transportation times betwesrations relative to old
units in the market. In addition, tfRacific Santa Anahe Pacific Khamsirand thePacific Sharawvill have dual gradient drilling
capabilities and also offer enhanced capabilibesvell completion work

Strong backlog with credit-worthy counterpartiéd/e have and are continuing to develop a stromgmae backlog that currently
consists of contracts for two of our drillships kvé subsidiary of Chevron and contracts for tweeptrillships with subsidiaries of
Total and Petrobras. As of November 4, 2011, outrect backlog on thBacific Bora, thePacific Santa Anathe Pacific Scirocco
and thePacific Mistralunder these contracts was approximately $2.2 hilMde believe these high-quality customer commiti:ien
will provide us with a stable cash flow for the herveral year:

Uniformity of asset. The uniformity of our assets enables efficierd atreamlined labor, maintenance, supply chainogadating
support systems, which we believe will allow uslevelop and maintain a competitive cost structline similarity of our ship
designs allows for interoperability among our cremsl operating systems, which should allow membkosir crew to serve
interchangeably on any of our drillships. Additiipaour drillships’ consistent technical specifias and equipment make spare
parts interchangeable, which reduces the capigaiirements associated with keeping spare part®ak slowering maintenance a
supply chain cost:

Risk Factors

We face a number of risks associated with our mssimnd industry and must overcome a variety dfestges to utilize our strengths a
implement our business strategies. These riskteredaamong others, changes in the offshore caindirédling industry, including supply and
demand, utilization rates, dayrates, customerimigilbrograms 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 destion of property and equipment, pollution or
environmental damage; inability to comply with cogats 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 “Risk Facta@st the other information in this prospe:!
before deciding whether to invest in our commorrata

Risks Related to Our Business

We have a limited operating history, which makewdtre difficult to accurately forecast our futuesults and may make it difficult
for investors to evaluate our business and ourdéuybnospects, both of which will increase the n§kour investment in our
common share:
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. 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 caieh 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 lewsttofity in the offshore oil and natural gas inglyswhich is significantly
affected by oil and natural gas prices and othetofa beyond our contrc

. The imposition of stringent restrictions or protiitms on offshore drilling by any governing bodyyreve a material adverse eft
on our busines:

. Our current backlog of contract drilling revenueynmat be fully realized.

. The Project Facilities Agreement imposes significgrerating and financial restrictions on certdilmar subsidiaries, which me
prevent us from capitalizing on business opportesiand taking some actior

Risks Relating to the Offering and an Investment@ur Common Shares

. Your rights and responsibilities as a shareholdée governed by Luxembourg law and will differ some respects from t
rights and responsibilities of shareholders undleemjurisdictions, including the United Statesd ahareholder rights under
Luxembourg law may not be as clearly establisheshaseholder rights under the laws of other juciadins.

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

Tax Risks

. Changes in tax laws, treaties or regulations oeesb/outcomes resulting from examination of ourénrns could adversely affect
our financial results

. We may not be able to make distributions withoultjecting you to Luxembourg withholding te

The Fleet

Our fleet consists of some of the newest and nea$inologically advanced drillships in the worldabling us to offer ultr-deepwate
drilling services to customers worldwide. Our fl@éll initially, on the basis of our current contta, consist of six newly constructed sixth
generation ultra-deepwater drillships based oroaenr design from SHI using well-established advdriréling systems from NOV. The
Pacific Boraand thePacific Mistralare capable of drilling in water depths of up to0DD feet of water and 12,000 feet respectivelj wit
drilling systems based on a single activity desiggh offline stand-building for increased efficignclhePacific Sciroccg thePacific Santa
Ana, thePacific Khamsirand thePacific Sharaware or will be designed to drill in water depthaupfto 12,000 feet and have or will have
enhanced mud-storage, riser handling and cuttingdling capabilities and a complete dual derricthwliouble load path. Additionally, the
Pacific Santa Ani, thePacific Khamsirand thePacific Sharawvill be upgraded to have dual gradient drilling abitities. Dual gradient
drilling is a technology that allows two differgmtessure gradients to be maintained in the wek {orthe drilling riser and one in the well
below the mudline) by a process of replacing modifthe drilling riser with a seawater-density fluRlirsuant to our drilling contract with
Chevron for the use of tieacific Santa Anawe have been granted a non-exclusive, world-wiohglty-free license to use the technical
information, data, and knowledge made availabl€bgvron for not only th@acific Santa An&ut also our non-dual gradient drilling
operations on all of our other drilling units. Piged that this drilling contract remains in effeat will
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have a non-exclusive, world-wide, royalty-free fise to use this information, data, and knowledgaynmanner (presumably including dual
gradient drilling operations) on any of our drifimnits after February 1, 2014. Although dual geatldrilling technology was technically
proven ten years ago, tRacific Santa Anavill be the first rig to deploy this technology foommercial application and the dual gradient
drilling concept that will be deployed by tRacific Santa Anare disclosed in patents assigned to Chevron. Wevbahat many operators
may become interested in deploying dual gradieifiirdy technology for deepwater wells because #lgas better well control, reduces the
required number of casing strings, and allowsdogér wellbore at total depth and larger producliloer. These technical benefits may resu
savings in cost and time per well and higher flates, enabling the operator to drill wells that ldduave been considered uneconomic or
“undrillable” and book reserves that would have Ipe¢n otherwise booked. However, there is no ceytéat we will achieve these expected
benefits from our dual gradient drilling capabdgi See “Risk Factors—Dual gradient drilling tecfugis may not result in the currently
expected benefits and, as a result, adequate demaydot develop for these capabilities.”

Our drillships are self-propelled, dynamically gmsied and suited for drilling in remote locatidmscause of their mobility and large
carrying capacity. Deepwater drillships typicalgnepete in many of the same markets as do highfsgEan semisubmersible rigs. Drillshi
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 thatdg{ty require the rig to be relocated
frequently.

The following table sets forth certain informatieyarding our high-specification, ultra-deepwatéltsthips as of November 4, 2011:

Date Delivered/ Water Depth Drilling Depth

Rig Expected Delivery Capacity (in feet, Capacity (in feet, Status
Pacific Bora®@( October 201( 10,00( 37,50( Operating
Pacific Sciroccc® April 2011 12,00( 40,00( Mobilization and

Customer Upgrade

Pacific Mistral @ June 201: 12,00( 37,50( Mobilization
Pacific Santa Ani®)©) December 201 12,00( 40,00( Under constructiol
Pacific Khamsir®xc) April 2013 12,00( 40,00( On ordel

Pacific Shara®)c) September 201 12,00( 40,00( On order

(@)  These drillships have, or, upon completion, wik@an of-line stand building syster
(b)  These drillships have, or, upon completion, wil@aual load path capabilit

(c)  These drillships have, or, upon completion, wil@aual gradient drilling upgrade

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

Drillship Construction Projects

On March 15, 2011, we entered into two contractl ®HI for the construction of our fifth and sixtew advanced-capability, ultra-
deepwater drillships, theacific Khamsirand thePacific Sharav. Similar to several other vessels in our exisflegt, thePacific Khamsirand
the Pacific Sharaare also based on SHI’s proprietary hull desigiwigny of the required enhancements to meet ouatipeal needs and
comply with recent client requirements, have duabtigent drilling capabilities and improved compdeticapabilities and are designed for
drilling in water depths of up to 12,000 feet. Baling shipyard construction, commissioning andingstthePacific Khamsirand thePacific
Sharavare expected to be delivered to us at the shipyaitte second quarter and third quarter of 201heetively. The contracts provide for
an aggregate purchase price of approximately $ibrilor the acquisition of these two vessels, fidgan installments during the construction
process. We have the right to rescind the agreefoedelays exceeding certain periods or, altewedtj the right to liquidated damages for
delays or failures. We expect the total cost pssgk including commissioning and testing and otlosts, to be approximately $600 million,
excluding capitalized interest. We intend to finawocr
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ongoing drillship construction projects with respicour three drillships currently under constimctwith cash on hand, available funds under
the Project Facilities Agreement, additional détarcing and cash flow from operations. Pleasé'Resk Factors—Risks Related to Our
Business—Our substantial indebtedness could adyeafect our financial health and prevent us frhutiilling obligations under our debt
obligations;” and “Risk Factors—Risks Related tor Business—The agreements governing our debt andeht of our subsidiaries impose
significant operating and financial restrictiond)igh may prevent us from capitalizing on businggsostunities and taking some actions.”

Our construction programs are supervised by oustcoction management team of over 50 people, imetuthose that managed the
construction of théacific Bora, thePacific Sciroccaand thePacific Mistraland the two drillships that were contributed to TPhe Pacific
Bora, thePacific Sciroccqg thePacific Mistraland the two TPDI vessels were delivered on timeweititin budget. In addition, we have
contracted with a firm specializing in software-dBmpment control systems to reduce non-produciime from the design phase through
construction to operations. We believe that thitative will improve quality, risk mitigation, ptdem remediation and change management
processes.

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

Contract Backlog

Our contract backlog includes firm commitments omipich are represented by signed drilling contrags of November 4, 2011, o
contract backlog was approximately $2.2 billion avek attributable to revenues we expect to generateePacific Bora, thePacific Santa
Ana,thePacific Sciroccaand thePacific Mistralunder firm contracts with Chevron, Total and PetagbWe calculate our contract backlog by
multiplying the contractual dayrate by the minimaomber of days committed under the contracts (ehetpoptions to extend), assuming full
utilization, and also include mobilization feesgugde reimbursements and other revenue sourcésasube standby rate during upgrades, as
stipulated in the contract.

The actual amounts of revenues earned and thel @aetia@ds during which revenues are earned maxgdifbm the amounts and periods
shown in the table below due to various factorsluiding shipyard and maintenance projects, downtmetother factors. In addition, our
contracts customarily provide for termination a tHection of the customer with an “early termioatpayment” to be paid to us if a contract is
terminated prior to the expiration of the fixedntetHowever, under certain limited circumstanceshsas destruction of a drilling rig, our
bankruptcy, sustained unacceptable performancestoy delivery of a rig beyond certain grace anti¢piidated damages periods, no early
termination payment would be paid. Accordingly, #utual amount of revenues earned may be subdhaiiger than the backlog reported.
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The firm commitments that comprise our contractkbagas of November 4, 2011, are as follows:

Average
Contract
Backlog Actual/Expected Expected
Contracted Contract Contractual Revenue Contract Contract
Rig Location Customer Backlog(c) Dayrate Per Day(c) Commencement Duration
Pacific Bora Nigeria Chevron  $566,868,85 $474,70( $553,00( August 26, 201. 3 years@
Pacific Sciroccc Nigeria Total $210,141,00 $ 470,00 $574,00( December 201 1 year®
Pacific Mistral Brazil Petrobras $537,090,00 $ 458,000 $490,00( December 201 3 years
Pacific Santa An: U.S.Gulf  Chevron $916,462,70 $467,50( $502,00( First Quarter 2012 5 years

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
option periods

()  Rounded to the nearest $1,000. Based on signdiaglicbntracts

Although we currently do not have letters of awardirilling contracts for th@acific Khamsiror thePacific Sharay we expect that the
long-term demand for deepwater drilling capacitgatablished and emerging basins should providethsopportunities to contract these two
drillships prior to 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 @il rig and rig crews and charges the customereaifamount per day regardless of the number
of days needed to drill the well. The customer baaibstantially all of the ancillary costs of consting the well and supporting drilling
operations, as well as the economic risk relativihé 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 infgad or restricted by equipment breakdowns,
adverse weather conditions or other conditions héybe contractor’s control. A dayrate drilling ¢@ct generally covers either the drilling of
a single well or group of wells or has a statethteFhese contracts may generally be terminatedhédytistomer in the event the drilling unit is
damaged, destroyed or lost or if drilling operasi@ne suspended for an extended period of timeesu#t of a breakdown of equipment, “force
majeure,” events beyond the control of either partypon the occurrence of other specified condgion addition, drilling contracts with
certain customers may be cancelable, without cauiie ittle or no prior notice and without penalty early termination payments. In some
instances, the dayrate contract term may be extelngléhe customer exercising options for the dgjlof additional wells or for an additional
length of time at fixed or mutually agreed ternmgluding dayrates.

Our drilling contracts are the result of negotiaiavith our customers and have been awarded upupetdive bidding. Our existing
drilling contracts contairinter alia, the following commercial terms: (i) contract diima extending over a specific period of time; {@ym
extension options in favor of our customer, gemgrgbon advance notice to us, at mutually agresdixed or fixed rates; (iii) provisions
permitting early termination of the contract if thilling unit is lost or destroyed, if operatioase suspended for an extended period of time
to breakdown of major rig equipment, unsatisfactmeyformance or “force majeure” events beyond auntol and the control of the customer;
(iv) provisions allowing early termination of thertract by the customer without cause with a sptigéarly termination fee in the form of a
reduced rate for a specified period of time; (\gvyigions 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 comsreequire 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, some/bich may be beyond our control); (vii) paymentusyof the
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operating expenses of the drilling unit, includaorgw labor and incidental rig supply costs; (Miipvisions allowing us to recover certain labor
and other operating cost increases from our cus®theough dayrate adjustment or otherwise; (i®vgions requiring us to provide a
performance guarantee; and (x) indemnity provisimetsveen us and our customers in respect of thrty glaims and risk allocations between
us and our customers relating to damages, clairtesses to us, our customers, or third parties.i@emnification may not cover all damages,
claims or losses to us or third parties, and termifying party may not have sufficient resourmesover its indemnification obligations. See
also “Risk Factors—Risks Related to Our Business+gébstomers may be unable or unwilling to indemuigy”

Joint Venture, Agency and Sponsorship Relationships

In some areas of the world, local customs and jw&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 miglrénto agency or sponsorship agreements. Foe mésrmation regarding the regulations
in the countries in which we currently are conteacto operate, please see “—Environmental and QRegulatory Issues.”

We currently are party to a Nigerian joint venttPE)WAL, which is fully controlled and 90% owned bg with 10% owned by Derote
Offshore Services Limited, a privately-held Nigerizgistered limited liability company. Derotechlwiot accrue the economic benefits of its
interest in PIDWAL unless and until it satisfiesteén outstanding obligations to us and a certéédge is cancelled by us. Derotech is also
performing marketing services for PIDWAL and anleffe of Derotech acts as one of PIDWAL'’s logistagents. After the maturity of the
Project Facilities Agreement and subject to thengeof our shareholder’s agreement with Derotechpf@eh will have the right to purchase up
to a 50% ownership interest in PIDWAL at a fair kedrvalue price and subject to additional mutuatiyeed upon terms. Additionally, the
shareholdes agreement provides that as long as Deroteckhaeholder in PIDWAL, neither we nor Derotech magnpete with the busine
of PIDWAL without written consent. PIDWAL is a pgrto thePacific Boracontract with a subsidiary of Chevron and Beeific Scirocco
contract with Total. In addition, we have retairgetharketing agent in Brazil.

Company History

Our Predecessor was formed in Liberia in 2006 a@s@ependent operating subsidiary of a predecessupany of Quantum Pacific
International Limited, the parent company of thea@um Pacific Group. The principals of the Quan®acific Group have significant holdir
in various global industries such as energy, dihieg, transportation and commodities.

Our initial investment in the ultra-deepwater dingj industry in 2006 was through the purchase afiliship under construction by SHI
and the later exercise of an option for a secoiil$tip.

In 2007, we formed TPDI with Transocean, and the dillships then under construction were trangf@into TPDI. We initially formed
a construction management team to oversee acsiwti8HI that was then seconded to Transoceanassiamed responsibility for managen
of construction and operation of the two TPDI ghips through a contract with TPDI. The TPDI joienture was financed through a
combination of equity and debt. In October 2008DTEntered into a credit agreement for a $1.3dvilsecured credit facility.

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, tiacific 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 of capital
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expenditures relating to construction of these feholly-owned vessels through loans from Winterdfice, a subsidiary of the Quantum
Pacific Group. On December 31, 2010, the QuantuaifiP&roup was assigned all outstanding princgoad accrued interest on the loan from
Winter Finance, which was then converted into commstwares. In September 2010, we entered into thjed®Facilities Agreement with a
group of lenders to finance the remaining capitpleaditures associated with the construction, djmerand other expenses relating Bregific
Bora, thePacific Mistral, thePacific Sciroccaand thePacific Santa AnaAs of November 4, 2011, we have outstanding praddiprrowings

of $400 million, $200 million, $375 million and $&0nillion under the Bora Term Loan, the Mistral ffekoan, the Scirocco Term Loan and
the Santa Ana Term Loan, respectively.

In March 2011, we entered into two contracts with 8r the construction of our fifth and sixth adwaed-capability, ultra-deepwater
drillships, thePacific Khamsirand thePacific Sharav. The resulting fleet of six wholly-owned drillsisiputside TPDI represents one of the
youngest and most technologically advanced fleetse world, enabling us to offer a broad rangsestices in deepwater markets worldwi
We assumed the core of the original constructionagament team responsible for the TPDI vesselsapplemented it with additional
resources to oversee the construction of our wkmliped drillships, thereby ensuring preservatiothefacquired expertise and experience
within our project team. We financed the initialdtopayments under the construction contracts rejat thePacific Khamsirand thePacific
Sharawvith proceeds from the 2011 Private Placement destibelow and intend to fund the remaining cortdiom and related costs of these
vessels with cash on hand and additional debt dimgn

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 adedtbody of law. On March 30, 2011, we completedRestructuring whereby we were
formed as a Luxembourg corporation under the fofmsmciété anonymi® act as an indirect holding company for our Pcedsor. In
connection with the Restructuring, Quantum Pa&Hioup contributed our Predecessor to us. In thenhey of 2011, we also determined that
it was in our best interest to focus on the operaéind marketing of our wholly-owned fleet. On MaBg, 2011, we completed the TPDI
Transfer, pursuant to which all of our equity iegrin TPDI was transferred to a wholly-owned sdiasy of the Quantum Pacific Group for no
consideration.

In April 2011, we completed an offering of 60,00@)Ccommon shares to international and U.S. investoaccordance with Regulatior
and Regulation S under the Securities Act for met@eds of approximately $576 million. As a resiithis offering, our common shares bet
to be traded on the Norwegian OTC List on AprieB11.

In June 2011, we paid SHI $2.0 million for an optio construct a seventh drillship (the “OptionlBtip”) at the same price and other
terms and conditions as the contracts forRbeific Khamsirand thePacific Sharay, subject to a price increase of not more thanShirllion
and certain adjustments to compensate for foreighange rate fluctuations. The option was originadllid until October 31, 2011 and was
extended through January 31, 2012. If we eleckévaise this option, the $2.0 million we paid tolSét the option will be applied towards the
contract price of the seventh vessel. We will amito evaluate the long term conditions of thepdeater drilling market to determine whet
to exercise this option and construct additionalseds.

Competition

The contract drilling industry is highly competigivDemand for contract drilling and related semwiseinfluenced by a number of factors,
including the current and expected prices of od aatural gas and the expenditures of oil and ahgas companies for exploration and
development of oil and natural gas. In additiorméad 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 no@PEC countries, local infrastructure and humanuess constraints, and the policies of the vargmsernment
regarding exploration and development of theimoitl natural gas reserves.
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Drilling contracts are generally awarded on a catitige bid or negotiated basis. Pricing is oftee firimary 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 experiencknieal and engineering support, rig
location and efficiency, as well as long-term rielaships with major international oil companies axadional oil companies.

We are primarily focused on the ultra-deepwaterketaiThe term “ultra-deepwater,” as used in théidlgi industry to denote a particular
sector of the market, can vary and continues tdvewsith technological improvements. We generatipsider ultra-deepwater to begin at
water depths of approximately 7,500 feet and temto the maximum water depths in which rigs aable of drilling, which is currently
approximately 12,000 feet. Although we are prinyafdicused on the ultra-deepwater market, our thiphs can operate in water depths as
shallow as 1,000 feet, and we may also competeoidde services at shallower depths than ultra-ciedgr.

Our competition ranges from large international panies offering a wide range of drilling and otbéfield services to smaller, locally
owned companies. Competition for offshore drilligs is usually on a global basis, as these oftskloitling rigs are highly mobile and may
moved from one region to another in response toaseim

We believe that the market for drilling contractdl wontinue to be highly competitive for the foeesable future. We believe that our fleet
of newly constructed premium high-specificatiorllghips provides us with a competitive advantager@ompetitors with older fleets, as high-
specification drilling units are generally betteitsd 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 utilizati@md compete more effectively on the basis ofepric

Customers

Offshore exploration and production is a capit&msive, high-risk industry. Operating and purswepgortunities in deepwater basins
significantly increases the amount of capital reggiito effectively conduct such operations. Assaltea significant number of the most active
participants in this segment of the offshore exgtion and production industry are either nationlat@mpanies, major oil and gas companie
well-capitalized large independent oil and gas camigs. Our current customers are Chevron, TotaPatibbras. We expect that our future
customers will be well capitalized companies, idahg stateswned national oil and gas companies, major integrail and gas companies ¢
large independent E&P companies.

Seasonality

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

Insurance

The contract drilling industry is subject to hazaindherent 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 th@eatent involved. Offshore drilling
operations are also subject to hazards particalararine operations including capsizing, groundodilision 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.
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Our insurance coverage includes deductibles thahus pay or absorb. Our hull and machinery delblects either $1.5 million or $5
million, depending on the number of occurrencesasnied during the program year. The insured amdienthe drillships are determined by
management and reevaluated annually. The minimsaoréd values are determined by the requiremertseed®Project Facilities Agreement and
amount to the greater of 80% of fair market valne 220% of the outstanding loan amount per ve§aeatently, the combined insured values
of thePacific Bora, Pacific Scirocca Pacific MistralandPacific Santa Ands approximately $3.0 billion. We also maintaindad hire
insurance which becomes effective 45 days aftexcaident or major equipment failure covered by haolil machinery insurance, resulting in a
downtime event and extends for 180 days. We aldataia protection and indemnity (P&I) coverage &r aggregate amount of $750 million
with the Gard P&l Club for our drillships operatingtside the Gulf of Mexico, and this program reaémwFebruary 2012. The deductible for
P&l-related claims are $10,000 and $100,000 pentefee claims brought before foreign and U.S. jdigsions, respectively. For drillships
operating in the Gulf of Mexico, we are in the prsg of procuring a primary maritime employers ligband general liability program. We
schedule our marine liabilities (other than the Ré&th the Gard P&l Club) to an excess liability gram for a limit of $300 million and once
operations are extended to the Gulf of Mexico, vileattempt to procure higher excess liability liiln addition, we have procured insurance
coverage for onshore general liability, employdebility, auto liability and non-owned aircrafability, with customary deductibles and
coverage. These policies renew annually and amedsiéd to our Excess Liability program.

Our drilling contracts provide for varying levelSindemnification from our customers and in mostesamay 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 priypand other third-party property on the rig réisig from services provided under the
contract, subject to negotiated caps per occurremakin other contracts we are not indemnifiedbiycustomers 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 sulogéaneent, generally based on replacement cost nsiooee level of depreciation.

Our customers typically assume responsibility fod endemnify us from any loss or liability resufiifrom pollution or contamination,
including clean-up and removal and thpdrty damages, arising from operations under tidract and originating below the surface of thel
or water, including as a result of blow-outs orteramg of the well. In some drilling contracts, hever, we may have liability for damages
resulting from such pollution or contamination cedi®y our gross negligence, or, in some caseqyamndnegligence. The above description of
our insurance program and the indemnification mriovis typically found in our drilling contractsasly a summary as of the date hereof and is
general in nature. Our insurance program and tiestef our drilling contracts may change in theufet In addition, the indemnification
provisions of our drilling contracts may be subjectliffering interpretations, and enforcementtaige provisions may be limited by public
policy and other considerations.

Our insurance is subject to exclusions and lindtetj and our insurance coverage may not adequataigct us against liability from all
potential consequences and damages. We believeuhatsurance coverage is customary for the imgwastd adequate for our business.
However, there are risks that such insurance willatequately protect us against or may not bdablaito cover all of the liability from all of
the consequences and hazards we may encounter aperations.

Hurricane losses in recent years have impacted achavireglstorm insurance coverage, rates and avatlafr Gulf of Mexico area
exposures. The Project Facilities Agreement requigeto carry named windstorm insurance in the tetha two or more of our rigs operate in
the Gulf of Mexico or other areas prone to the omnce of named windstorms. Currently, we only hawe rig, thePacific Santa Ana
contracted to operate in the Gulf of Mexico andthezefore presently not required to carry nameatdgtiorm insurance. If we were to be
required to obtain named windstorm insurance irfigre, our costs for obtaining insurance coveregdd
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significantly increase. Although we have not seey evidence to suggest that we will not be ablerazure sufficient named windstorm
insurance as required by the Project Facilitiese&grent, there can be no assurance that we wilbleg@obtain such insurance at all or on
commercially reasonable terms.

The loss of thdeepwater Horizoin the U.S. Gulf of Mexico has also indirectly affed the global insurance markets which, as a
practice, provide a majority of insurance coverpgechased by the operators of offshore drillshippgst physical damage claims as a result of
this loss have reportedly been settled and we hav@curred any problems to date with arrangirggghocurement of adequate insurance to
protect our assets. However, the full scope oftbepwater Horizotiability claims on the global insurance marketyes to be fully
determined. We have not seen any evidence to sutigesve will not be able to procure sufficieratility insurance within our risk tolerance
from the global insurance markets for our globglaperations.

Properties

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

Environmental and Other Regulatory Issues
United States

Our operations are subject to stringent and congmrglie international, federal, regional, state lacdl laws and regulations governing
the discharge of materials into the environmertdtherwise relating to environmental protection. Aggble laws in the United States with
which we must comply include the federal Oil PaduatAct of 1990 (“OPA”), the federal Outer ContiriahShelf Lands Act (“OCSLA"), the
Federal Water Pollution Control Act (commonly reézt to as the Clean Water Act, “CWA"), the Compregiee Environmental Response,
Compensation and Liability Act (“CERCLA”) and thetérnational Convention for the Prevention of Piadla from Ships. As with the industry
generally, compliance with current and anticipaadironmental laws and regulations increases oeradcost of business, including our
capital costs to construct, maintain and upgradépecent, vessels and facilities. These laws andlagigns may, among other things, require
the acquisition of various permits or other goveental approvals to conduct regulated activitieguie the installation of pollution control
equipment or otherwise restrict the way we can leoddispose of wastes, require investigatory r@maedial actions to mitigate pollution
conditions caused by our operations, and enjoiresomnall of our operations deemed in non-compliamite applicable legal requirements. In
certain circumstances, these laws may impose 8#iwtity, rendering us liable for environmentaddanatural resource damages without regard
to negligence or fault.

Numerous governmental agencies, which in the Urtadles include, among others, BOEM, BSEE, the Odast Guard (“Coast
Guard”) and the U.S. Environmental Protection AgefiEPA”), issue regulations to implement and ectenvironmental laws, which often
require difficult and costly compliance measures tarry substantial administrative, civil and drial penalties or may result in injunctive
relief for failure to comply. Changes in environntediaws and regulations occur frequently, and elmynges that result in more stringent and
costly compliance or limit contract drilling opporniities could adversely affect our capital expeuéis, results of operation or financial
position, as well as similarly situated drillingrapanies in the industry. While we believe that weia substantial compliance with the current
environmental laws and regulations, there is narasge that compliance with current laws and reguia or amended or newly adopted laws
and regulations can be maintained in the futurtdatr future expenditures required to comply witlsath laws and regulations in the future
will not be material.

Following the April 2010 fire and explosion aboah& Deepwater Horizomrilling platform owned by a competitor and subsamgu
release of oil from the Macondo well in the U.SIfGxfi Mexico, the BOEMRE issued a moratorium on pleater drilling activities in the U.S.
Gulf of Mexico that was finally lifted on
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October 12, 2010, and also implemented a seriesavifonmental, technological and safety measuitesiéted to improve offshore safety
systems and environmental protection. Implemematicmew BOEM or BSEE guidelines or regulations reapject us to increased costs or
delay or limit operations by us in the U.S. Gulf\éxico, which could have a material adverse eftecour results of operations and financial
condition. Moreover, there have been proposalsdwegmental and private constituencies to amenstiagilaws, regulations, guidance and
policy that could affect our operations in the UZBlf of Mexico and could cause us to incur subtiiahiabilities or expenditures, including
increasing inspection requirements, increasing asoof financial responsibility to conduct operaspand contemplation of an outright bar
drilling. Adoption of such proposals could matdsiadversely affect operations in the U.S. Gulfexico by raising operating costs,
increasing insurance premiums, delaying drillingmions and increasing regulatory costs.

The primary federal law in the United States fdrspill liability is the OPA, which imposes certailuties and liabilities on “responsible
parties” related to the prevention of oil spillddademages resulting from such spills in or threagewaters of the United States, including the
Outer Continental Shelf and adjoining shorelindse DPA subjects owners and operators of vesselsfésitre oil handling facilities to strict,
joint and several liability for all containment adéanup costs and certain other damages arising drspill, including, but not limited to, tl
costs of responding to a release of oil, natursbuece damages, and economic damages suffereddpnpeadversely affected by an oil spill.
The OPA liability of a responsible party for angifore facility is all oil spill response costs, pkconomic damages of $75 million, whereas a
responsible party for a vessel other than a tardd @argo vessel is liable under OPA for all gillsresponse costs, plus economic damages
are limited by the greater of $1,000 per grossafote vessel or $854,400. However, these limitealoapply if a federal safety, constructior
operating regulation was violated. The OPA alsairg owners and operators of vessels and offshibpeoduction facilities to establish and
maintain evidence of financial responsibility toseo costs that could be incurred in respondingitoispill. Under OPA, the responsible party
for vessels must maintain an amount of financigpoasibility sufficient to satisfy OPA’s limit ofessel liability, whereas companies operating
offshore facilities in the Outer Continental Shalfist demonstrate $35 million in financial respoilisyh although that amount may be
increased by the U.S. Secretary of the Interiotoup150 million in certain situations. The pastsses of the U.S. Congress considered a va
of amendments to the OPA in response to the rdaeapwater Horizoiincident in the U.S. Gulf of Mexico, including amcrease in the
minimum level of financial responsibility, eliminanh of liability limitations, and enhancements &fety and spill-response requirements. We
cannot predict at this time whether the OPA willamended in the current session of Congress or thbaubstance of any such amendme
regulations will be. Any new requirements woulcelikincrease the cost of operations for our offshamtivities, which could have an adverse
effect on our results of operations. In additiom; administrative costs could also increase duwshémges in standard industry practices in
anticipation of, or in reaction to, any new offshoegulation.

The CWA and analogous state laws prohibit the diggd of oil, hazardous substances, or other palisiiato U.S. navigable waters or
analogous state waters without a permit and imptiga liability in the form of penalties for undagrized 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 (“NPDESPermit program . NPDES authorization requires adg
notification to governmental authorities, monitariand recordkeeping practices, and may restrictices other than discharges to water. For
example, NPDES authorization available to manynd gas exploration facilities in the U.S. GuliMéxico under NPDES General Permit
GMG290000 also includes requirements applicabttiding water intake structures. Offshore facititraust also implement plans addressing
spill prevention control and countermeasures. liitamh, the CWA regulates discharges incidentah®normal operation of vessels in U.S.
waters, including discharges of ballast water. @mes of regulated vessels are required to ob¥assel General Permits” from the EPA,
which include effluent limits, specific correctiagtions, inspections and monitoring, recordkeepimg reporting requirements. We shall obtain
the necessary Vessel General Permit for all ofvessels to which this regulation shall apply anchdbanticipate that compliance with this
requirement will have a material adverse effecbonoperations.
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The OCSLA authorizes regulations relating to saéetgt environmental protection applicable to lesseespermittees operating on the
outer continental shelf. Included among these egelations that require the preparation of spifitstgency plans and establish air quality
standards for certain pollutants, including patatel matter, volatile organic compounds, sulfuixdde, carbon monoxide and nitrogen oxides.
Specific design and operational standards may appdyter continental shelf vessels, rigs, plat®raehicles and structures. Violations of
lease conditions or regulations related to therenwent issued pursuant to OCSLA can result intsmlisl civil and criminal penalties, as w
as potential court injunctions curtailing operai@nd canceling leases. Such enforcement liaili@ result from either governmental or
citizen prosecution.

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 personsdtetonsidered 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 relessedd environment and for damages to
natural resources. It is not uncommon for thirdiparto file claims for personal injury and progetiamage allegedly caused by the hazardous
substances released into the environment. We dgeramnd handle wastes and other substances indiaor course of our operations that may
be classified as hazardous substances.

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 dep&ig measures to improve the safety and secufrityternational 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”). MARPL imposes environmental standards on the shipipishgstry relating to oil spills,
management of garbage, the handling and disposehabus liquids, harmful substances in package$o sewage and air emissions. Annex
VI to MARPOL sets limits on sulfur dioxide and mgen oxide emissions from ship exhausts and prtshdeiliberate emissions of ozone
depleting substances. Annex VI entered into forc®lay 19, 2005, and applies to all ships, fixed #odting drilling rigs and other floating
platforms. Annex VI also imposes a global cap angtlfur content of fuel oil and allows for spei@atl areas to be established internationally
with more stringent controls on sulfur emissionsr ¥essels 400 gross tons and greater, platformhglaling rigs, Annex VI imposes various
survey and certification requirements. Annex VI eaimto force in the United States on January 8928@reover, on July 1, 2010,
amendments to Annex VI to the MARPOL Conventiorktetfect requiring the imposition of progressivealyicter limitations on sulfur
emissions from ships. As a result, limitations irs@a on sulfur emissions will require that fuelvegsels in covered Emission Control Areas
(“ECAS”) contain no more than 1% sulfur. In Aug@&t12, the North American ECA will become enforceafilhe North American ECA
includes areas subject to the exclusive sovereightiye United States and extends up to 200 ndutides from the coasts of the United Sta
which area includes parts of the U.S. Gulf of Mexi€onsequently, beginning on January 1, 2012,Usetl to power ships in the North
American ECA may contain no more than 3.5% sulfinis cap will then decrease progressively untiééches 0.5% by January 1, 2020. The
amendments also establish new tiers of stringérdgen oxide emissions standards for new marinénesgdepending on their date of
installation. We do not anticipate that compliamédh MARPOL or Annex VI to MARPOL will have a maiat adverse effect on our results of
operations or financial position.

We may also be affected by or subject to permitéind other requirements under a variety of othgirenmental laws not discussed
above, such as the federal Clean Air Act, Endarth8peecies Act, and National Environmental Policy. Ac

Recent scientific studies have suggested that @nssf certain gases, commonly referred to aséigiheuse gases” and including carbon
dioxide and methane, may be contributing to warnoihthe Earth’s atmosphere and climatic changesz$ponse to such studies, a number of
foreign countries have adopted
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greenhouse gas restrictions pursuant to the Uhitgbns Framework Convention on Climate Change kf®wn as the “Kyoto Protocol,” an
internationally applied protocol but one that theited States is not a participating member. ThaddnStates has signed the Copenhagen
Accord, which includes a non-binding commitmenteéduce greenhouse gas emissions. In the UnitedsStae EPA has issued a final finding
that greenhouse gases threaten public health anehtironment and, based on these findings, the lER%egun adopting and implementing
regulations to restrict emissions of greenhousegyaader existing provisions of the federal CleamA&t. The EPA adopted two sets of rules
regulating greenhouse gas emissions under the @liedct, one of which requires a reduction in esiiss of greenhouse gases from motor
vehicles and the other of which regulates emissidiigeenhouse gases from certain large statiosaugces, effective January 2, 2011. The
EPA'’s rules relating to emissions of greenhouseg&®m large stationary sources of emissions ameetly subject to a number of legal
challenges, but the federal courts have thus felirdsl to issue any injunctions to prevent the ER¥n implementing, or requiring state
environmental agencies to implement, the rules.HRA has also adopted rules requiring the repordfrgyeenhouse gas emissions from
specified large greenhouse gas emission sourdie ldnited States on an annual basis beginnin@1i 2or emissions occurring after
January 1, 2010, as well as from certain offshae@shore production areas on an annual basisyieg in 2012 for emissions occurring in
2011. In addition, the United States Congress ttas fime to time considered adopting legislatiomeiduce emissions of greenhouse gases an
almost one-half of the states have already takgal lmeasures to reduce emissions of greenhouse paswrily through the planned
development of greenhouse gas emission inventaniéfr regional greenhouse gas cap and trade pnegiighe adoption of legislation or
regulatory programs to reduce emissions of greesgngases could result in increased operations, sgtls as costs to purchase and operate
emissions control systems, to acquire emissionsvathces or comply with new regulatory or reportieguirements. Any such legislation or
regulatory programs could also increase the cosbr$uming, and thereby reduce demand for, oilretdral gas, which could reduce demand
for our services.

Nigeria
Environmental laws that affect our operations uridigerian jurisdiction include, but are not neceggdimited to, the laws describe
below. While we believe that we are in substam@ahpliance with the current environmental laws segllations, there is no assurance that

compliance with current laws and regulations or iatieel 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 legislationieth governs the oil and gas industry (the “Indgitin 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 enteredater, under the territorial waters, the continkesiteelf and the exclusive economic zone, is
vested in the Federal Republic of Nigeria.

We, as an independent drilling contractor, areextlip Petroleum (Drilling and Production) Amenditn@egulations 1988 (the
“Regulations”) which requires us to be accreditethwhe Department of Petroleum Resources (the “DPRie Guidelines and Application
Form for Oil & Gas Industry Service Permit issugctiie 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 oil and gas industry. We hageived and must annually renew the
DPR permit in accordance with the DPR Guidelinesaddition to the DPR permit, under the Local Conh#ect (as defined below), we are
required to be registered with the Joint QualifmatSystem (“*JQS”). The Nigerian Petroleum Exchafiy$PEX") administers the JQS.
NIPEX is required to p-qualify companies and categorize them into itgeldase as a prerequisite for any company intendioffér services
in the Industry and forms the basis for an invitatio tender for contracts. Under the Regulatioasave also required to obtain a valid license
prior to operating a drilling rig (a “Drilling Rig¢ermit”). A Drilling Rig Permit is granted by theiMster of Petroleum Resources (“Minister”)
or any other public officer in the Ministry authoed by the Minister in writing in that regard.
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Our operations are also subject to the provisidriee@Environmental 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 cdrttre quality and quantity of industrial
emissions associated with oil drilling operatiohke EGASPIN require that the operators obtain thie@rBnmental Permit from the DPR beft
the drilling operations are commenced. As parhefgermitting procedure, the licensees are requiréarnish an Environmental Impact
Assessment (“EIA”) report. In addition to the El&port, the application is required to be suppobdn Environmental Baseline Study
(“EBS”) approved by the DPR, an Offshore Drilling#ards Assessment (“ODHA”) report and a treatmedtdisposal program for all
effluents from the drilling operations.

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

In addition, the EIA Act requires that every op&matin respect of which any tier of the Nigerianvgmment has issued a permit, license
or approval for the purpose of enabling the projedie carried out in whole or in part, obtaindaA. 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 developmemt|uding offshore drilling, requires an EIA.

The Nigerian Oil and Gas Industry Content Developi#ect, 2010 (the “Local Content Acttyas enacted to provide for the developrr
implementation and monitoring of Nigerian contenthie oil and gas industry and places particulgolesis on the promotion of Nigerian
content among companies bidding for contractsendihand gas industry rather than the equity ithigtion 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 creatéte Nigerian econorn
by a systematic development of capacity and caifiebithrough the deliberate utilization of Nigeriauman, material resources and services in
the Nigerian oil and gas industry.” The Local CaonitAct applies to “all matters pertaining to NigeriContent 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 industrgdamply with the minimum Nigerian Content speciffed each particular project item, service
or product specification as set out in Scheduld #he Local Content Act (the “ScheduleThe Schedule provides the parameters and mini
level/percentages to be utilized in determining em@asuring Nigerian Content in the composite humeaterial resources and services applied
by operators and contractors in any project inltigkeistry. The most relevant categories under three@ale for us fall under the headings of
“Well and Drilling Services/Petroleum Technologyica“Exploration, Subsurface, Petroleum Engineeand 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 referenced categs the minimum required Nigerian Content for pinevision of such services provided in
the Schedule is stated in terms of “Manhours” fileman resources); and is 85% and 55%, respectivetiie event there is insufficient
Nigerian capacity to satisfy the minimum percensageescribed in the Schedule, the Minister may@igh the continued importation of t
relevant item or personnel for a maximum periothogée-years from the commencement of the Local €@drict. This implies that the
Minister may grant a waiver for up to a maximumnttoke-years from the commencement of the Local €drict, i.e. by 2013. Subject to any
amendments to the Local Content Act, and/or guigslissued by the Nigerian Content Monitoring BqaRCMB”) clarifying certain
provisions of the Local Content Act, all entitiesish comply with the provisions of the Local Contéuat.

We are required to submit a proposed Nigerian CGuriEgecution Plan and will provide a Monthly NigamiContent Report, a document
that details the amount of Nigerian content utdize the performance of the contract.
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In addition to the above Nigerian Content requirateeNigerian subsidiaries of international comparare required to demonstrate th
minimum of 50% of the equipment deployed for exerubdf works is owned by the Nigerian subsidiary.

The Local Content Act also requires that our Nigieisubsidiary 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 Insurancen@uission. 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 lgpeamsidered the local capacity in relation toittseirance 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 mayelretentions, but such retention may vary wittheédigerian insurer. The local Nigerian
broker will charge a fee. The Nigerian insurerd alilarge the same premium as charged under ourgmoglus local fees and taxes.

Brazilian Environmental Regulations

Brazilian environmental law includes internatiotralaties and conventions to which Brazil is a paatywell as federal, state and local
laws, regulations and permit requirements relatetié protection of health and the environmentzHBiem 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 environmerti@klth and safety conditions
which are applicable to our onshore base are diedrby state rather than by federal authoritieslufe to comply may subject us to
administrative, criminal and civil liability, witktrict liability in administrative and civil caseé/hile we believe that we are in substantial
compliance with the current environmental laws esgllations, there is no assurance that compliatbecurrent 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 lgiey 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\ates.

Furthermore, drilling operations are subject tocefadiregulations of National Council for the Envinsent (“CONAMA”). Regulation
No. 23/94 deals specifically with oil and gas opierss.

Pursuant to environmental impact studies whictregeired from oil and gas companies as part ofite@sing process, an Individual
Emergency Plan (“IEP”) describing the measuresettaken in case of oil spills must be submittetheocompetent authorities, as provided for
in Law No. 9,966/2000, which has in fact adopteslghovisions found in the International Conventionthe Prevention of Pollution from
Ships (MARPOL) and the International ConventionFoeparedness, Response and Cooperation for QiitiBol Situations (OPRC). Howeve
Law No. 9,966/00 is much broader, and appliesltteaininals, pipelines and coastal/marine fac#iti®ne of the main issues addressed in Law
9,966/00 is the requirement for a Risk ManagemadtEmergency Plan. All facilities shall adopt amgplement an Oil Pollution Risk
Assessment, including a comprehensive manual efriat procedures dedicated to the prevention gialiution incidents. Law 9,966/00 also
requires that an Oil Spill Emergency Plan is addpted implemented. Such Emergency Plan is sulgdotinal approval of the relevant
environmental agency. IBAMA approves the plansoifshore facilities, while state environmental agjes have authority over onshore
activities. In case of areas that
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concentrate several exploration and productiorvitiess, the emergency plans of related facilitiek e consolidated by the relevant
environmental agency in the so-called Area Emerg&han.

The Emergency Plan forms a required part of thérenmental licensing process. Additionally, Law 8200 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 cargs the ship owner and the charterer as
well as the drilling contractor and the crew mensb&dl may be held joint and severally liable. Tgenalties consist of fines ranging from R$
7,000.00 to 50,000,000.00. The penalties arisingpbuaw No. 9,966/00 are in addition to other adistrative 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 (“SGSQO”) of Oil & Gas Drillingnd Production Facilities. Accordingly, our cliemtgl require us to put in place a risk
management system as well as an audit program winéets the ANP criteria. ANP is empowered to catriyany inspections at any time.

The oil and gas companies must present to the AENDbcumentation of Operational Safety (“DSO”) &dirdrilling facilities not later
than ninety (90) days prior to the expected dateoaimencement of operations. The DSO approval fr@mANP is required prior to
commencement of operations. Any violations of tidPAregulations are subject to the penalties desdriitn ANP Regulation No. 234/03,
namely: (i) warning; (i) fine; (iii) temporary spsension of exploration and production activitieg) femporary suspension of the right to take
part in ANP bids; (v) interdiction; (vi) seizurené (vii) termination of the concession contracttl@scase may be. Violations of safety
regulations subject oil and gas companies to fiomescribed by Law No. 9,847/99 ranging between RS®®&00 to 5,000,000.00. In the event of
risk to equipment and facilities as well as to éngironment and to human life, operations may lspeunded for a period ranging from one
(2) to one hundred and eighty (180) months. Thaitetion of the concession contract may take pla¢ke event the situation is not rectified
within the deadline set out by the ANP. In suclewinstances the oil and gas company prevented fikimg 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 legislatipmoviding for criminal and administrative liabils for environmental damage. We, as
well as our officers, directors and employees maglbject to criminal liability and penalties whiciclude 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. Timmistrative penalties contemplated by Law
No. 9,605/95 also include seizure of assets, ssépeiof activities, revocation of licenses, protidi to enter into any agreement with
Government (including Petrobras) for up to thréeygars and cancellation or suspension of finanamgngements with state-owned banking
institutions.

Our Brazilian operations are exposed to administaind 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, NigeréhBrazil are also subject to various foreign lakegulations 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
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and development, environmental protection, taxabooffshore earnings and earnings of expatriategreel, the use of local employees and
suppliers by foreign contractors and duties onrtiy@ortation and exportation of drilling rigs andhet equipment. New environmental or safety
laws and regulations could be enacted, which cadicersely affect our ability to operate in cert@ireign jurisdictions. While we believe that
we are in substantial compliance with the currenirenmental laws and regulations, there is no r@sse that compliance with current laws
and regulations or amended or newly adopted lawlgegulations can be maintained in the future at thture expenditures required to corr
with all such laws and regulations in the futurdd wot be material. Moreover, governments in sooreifyn countries have become increasir
active in regulating and controlling the ownersbifzoncessions and companies holding concessioagxploration for oil and natural gas and
other aspects of the oil and natural gas indusimiéiseir countries. In some areas of the worlés governmental activity has adversely affected
the amount of exploration and development work dmnenajor oil and natural gas companies and magirne®to do so. Operations in less
developed countries can be subject to legal systeatsre not as mature or predictable as thoseme developed countries, which can lead to
greater uncertainty in legal matters and proceeding

Disputes

It is to be expected that we and our subsidianes@utinely involved in litigation, claims and gdigtes arising in the ordinary course
our business. We do not believe that ultimate liigbif any, resulting from any such pending laigon will have a material adverse effect on
our financial condition or results of operations & the date hereof, we are not involved in arghquroceedings or disputes.
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MANAGEMENT

Senior Management

We rely on the senior management of our principa&lrating subsidiaries to manage our business. €hioismanagement team is
responsible for the day-tday management of our operations. Members of quosemanagement are appointed from time to timeddg of the
Board of Directors and hold office until a successelected 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. Doris 42  Vice President, General Counsel and Secre
Paul T. Rees 41  Vice President, Controlle

Christian J. Beckett Mr. Beckett has served as our Chief Executivec®ffsince April 2008 and as a member of our Badidirectors
since March 11, 2011. Mr. Beckett has 20 years spee in the energy industry. Prior to joining lis,led the Strategic Business Developr
and Planning group at Transocean Ltd. from 20@Df8. Mr. Beckett served at McKinsey & Company,. linam 2001 to 2004, where he
provided strategic and operating advice to globakgy companies and governments, and from 1990Q@& at Schlumberger Limited in a
series of international management roles with iasirgg responsibilities. Mr. Beckett holds a BacheloScience in Exploration Geophysics
from University College London and a Masters of iBass Administration from Rice University.

Robert F. MacChesneyMr. MacChesney has served as our Chief Opera@dfiser since September 2008. Mr. MacChesney Has 3
years experience in the drilling industry. Priojdming us, he served at Transocean from 200@@82nd at Schlumberger Limited, ¢
offshore drilling subsidiary Sedco Forex Limitethrh 1979 to 2000. During his tenure with Transodetah and Schlumberger Limited, he
held a variety of positions in Operations Managenae Marketing, including Country Manager in Mad&y India, Brazil and the United
Kingdom, Region Manager in the Middle East anddreiid Corporate Director, Deepwater Marketing. MiaacChesney holds a Bachelor of
Science in Engineering from Southampton Univerisitthe United Kingdom.

William J. Restrepa Mr. Restrepo has served as our Chief Financiit€fsince February 2011. Mr. Restrepo was thefIrinancial
Officer for Smith International, Inc. from Octob2009 until the date of its merger with Schlumbetgetited 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 heldritial and operational positions at Schlumbergeriteid) including Regional General
Manager for Continental Europe and for the Aralstarf, 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 Mididist. 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 holdsatlor of Arts in Economics from Cornell Univeysia Bachelor of Science in Civil
Engineering from the University of Miami and a Marstof Business Administration from Cornell Univigrs

Cees Van DiemenMr. Van Diemen has served as our Vice Preside®perations since February 2009. Mr. Van Diemen3@years
experience in the mobile offshore drilling induséryd 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 atId@uilling Corporation, and its predecessor
Neddrill, as Vice President & Division Manager Btdrom 2005 to October 2008 and Vice President &iflon Manage!
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Mobiles Europe from 2000 to 2005. Mr. Van Diemereseer started offshore in the traditional drilsgions from Floorman to Offshore
Installation Manager, before taking on increasiegponsibility in onshore management roles fromméanager in West Africa, the
Mediterranean and the North Sea, to district manimgihe North Sea and Vice President & Divisionridger in Europe and more recently in
Brazil. Mr. Van Diemen holds a Bachelor of Scientéutomotive Engineering from the University of éldoorn 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 LaboratbtiésPrior 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, @ltamtsince October 2008. Mr. Reese has been admarofessional in
the oilfield services and E&P space for over fiftgears. Prior to joining Pacific Drilling, he w&sntroller for the global Exploration and
Development divisions at BHP Billiton Petroleumoffr 1995-2007, Mr. Reese served in various finamehagement roles at Transocean
including Finance Director for the North and SoAtherica Business Unit, Assistant Vice-President4uadit and Advisory Services, and
Finance Manager for the Asia & Australia and SoAterica Regions, with international posts in Asia &£entral and South America. Prior to
joining Transocean, Mr. Reese was an auditor irHheston offices of Arthur Andersen LLP. Mr. Reésdds a Bachelor of Arts in Economi
and Managerial Studies and a Masters of Accouritomg Rice University.

Operations Management

Over the past four years, our Chief Executive @ffiand Chief Operating Officer have recruited peapith considerable experience
within the drilling industry, developing a strongerations management team, including:

. Vice Presider-QHSE has 22 years experience including with Royélg3 Electronic N.V., Seismograph Services Lirdignd
Schlumberger Limitec

. Vice President-Technical Support and Engineerirgg2iayears experience including with Schlumbergerited, Transocean Ltd.,
Technip S.A., PT Apexindo Pratama Duta Thk and &dbfjshore SE

. Director of Operational Support has 30 years erpee including with Sedco Forex International Ificgnsocean Ltd. and Son
Offshore SE

. Director of North American Operations has 37 yeagserience including with Reading and Bates Cotjpmiaand Transocean Ltd.

. Six Rig Managers have over 135 years of combiné&hofe experience including with Reading and B&eporation, R&B Falco
Corporation, Transocean Ltd., FDR Holdings Ltd. &lwble Corporation
Administration Management

Over the past four years, we have actively sougttracruited experienced and knowledgeable persoestablishing a season
administration management team to support our adtrative functions, including:

. Vice President-Treasurer has 27 years of experjencleiding with Neddrill Holding B.V., Noble Corpation, Newpark Resources,
Inc. and Global Industries, Lt
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. Vice Presider-HR has 17 years experience including with Primaagviges L.P., Veritas CGG Inc., Invensys PLC ands-
NOPEC Geophysical Company L

. Vice President-IT has 25 years of experience inolyevith Universal Computer Systems, Inc., Weathietinternational, Ltd.,
Halliburton (Landmark Graphics), Cable and Wirele-Services, Amegy Bank NA and Gulfmark Offshore, |

. Vice Presider-Commercial and Strategy has 12 years of experigmteding with Petroleos de Venezuela S.A. and Md€y &
Company, Inc

Board of Directors

In accordance with Luxembourg law, our Board ofedtors is responsible for administering our affaingl for ensuring that ol
operations are organized in a satisfactory manner.

Our Articles provide that our Board of Directorsaithave no fewer than three members. The minimumber of directors that may sit
on our Board of Directors may be changed by an @memt of the Articles approved by resolution passteah extraordinary general meeting
of our shareholders. Pursuant to the Articlesdihectors will be elected by a general meetinghefshareholders. Resolutions adopted at a
general meeting of shareholders determine the nuoftiirectors comprising our Board of Directotsg remuneration of the members of our
Board of Directors and the term of each directoramdate. 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 rbayremoved at any time, with or without causealvgsolution adopted at a general meeting of
shareholders. If the office of a director becomasawnt, the other members of our Board of Directaeing by a simple majority, may fill the
vacancy on a provisional basis until a new diretg@ppointed at the next general meeting of sluddehs.

The current members of our Board of Directors aréodows:

Name Age  Title

Ron Moskovitz 48 Chairman

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 @@npany in 2011. Mr. Moskovitz is the Chief ExeeatOfficer of
Quantum Pacific Advisory Limited, a member of thea@tum Pacific Group, and serves as a board meofitierael Corp., Israel’s largest
holding company with its core holdings focused maiuistries that meet basic human, industrial and@oic needs (e.qg., fertilizers and
specialty chemicals, energy, shipping and tranggiort), and TowerJazz Semiconductor Ltd., a puag-pidependent specialty foundry
dedicated to the manufacture of semiconductord) edwhich may be considered as affiliates of tenl Ofer family. From July 2002 until
November 2007, Mr. Moskovitz served as Senior \Recesident and Chief Financial Officer of Amdocs lted. From 1998 until July 2002, |
served as Vice President of Finance at Amdocshahdeen 1994 and 1998 he held various senior finhpasitions 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@amy in 2011. Mr. Charney retired from Ernst & Yigun
June 2007, where, over the course of his more3bayear career, he served as Partner, Practiceet.ead Senior Advisor. Since his
retirement from Ernst & Young, Mr. Charney has seras a business strategist and financial adwisboards, senior management and
investors of early stage ventures,
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private businesses and small to mid-cap publicaratpns across the consumer products, energyesgate, high-tech/software,
media/entertainment, and non-profit sectors. Histmecent affiliations have included board tenwvéh Marvel Entertainment, Inc., Pure
BioFuels, Inc., Mrs. Fields Original Cookies andA Bederation of New York. He was recently appoirttethe board of Iconix Brand Group,
Inc. Mr. Charney is a graduate of Hofstra Universiith a Bachelors Degree in Business Administrafidccounting), and he also completed
an Executive Masters program at Columbia University. Charney maintains active membership withAlngerican Institute of Certified
Public Accountants and New York Society of Certffeublic Accountants.

Jeremy Asher. Mr. Asher was appointed as a director of the Camygn 2011. Mr. Asher is currently Chairman of kgtnergy Limited,
a privately held energy investment company; a treaf Tower Resources plc, an oil & gas explomratompany; a director of Better Place
BV, a company promoting and enabling the mass gemat of electric cars; and an advisor to Oil Reffies Limited, an independent refiner
and petrochemicals producer. Until 2010, he alseeskas a director of Gulf Keystone Petroleum Ladgther oil and gas exploration comp:
and until 2008 he served as a director of Procgsgeis Enterprise Limited, a developer of processilation software. Between 2001 and the
present, Mr. Asher has also served as a directbfiaancial investor in various other enterpridgemm 1998 until 2001, Mr. Asher served as
the Chief Executive Officer of PA Consulting Growghere he oversaw PA’s globalization and growtmft2,500 to nearly 4,000 employees,
and negotiated and managed the integration of Bédsiisition of Hagler Bailly, Inc. Between 1990 &af#b7 he acquired, developed and sold
the 275,000 bbl/d Beta oil refinery at Wilhelmshawe Germany. Prior to that, in the late 1980’s, Msher ran the global oil products trading
business of what is now Glencore AG and, priohtd,tspent several years as a consultant at whatnOliver Wyman. Mr. Asher is a
graduate of the London School of Economics andshatdMBA from Harvard Business School. He is alseeanber of the London Business
School’'s Global Advisory Council and serves as aiver of the Engineering Advisory Board of Impetiaiovations plc, the commercial arm
of Imperial College.

Paul Wolff . Mr. Wolff was appointed as a director of the Camyin 2011. Since 2006, Mr. Wolff has served asdependent director
and private investor in different financial anduisttial companies. From 1971 to 2006, he worketiénbanking sector in which he held
various responsibilities in corporate and privadeking. He served as a Managing Director of MeessBh, headed the Trust Business and was
Head of Private Banking and Asset Management. Milfi#las a degree in Commercial Engineering froniversity of Louvain, a Masters of
Business Administration from INSEAD Fountainebleand Advanced Management Program from Harvard.

Cyril Ducau . Mr. Ducau was appointed as a director of the Gamgpn 2011. Mr. Ducau is Head of Business Develepinof Quantum
Pacific Advisory Limited, part of the Quantum Pa&xciGroup, a position he has held since June 2008 # joining Quantum Pacific Advisol
Limited, Mr. Ducau was Vice President in the inwesiht banking division of Morgan Stanley & Co. Imational Ltd. in London and during t
tenure there from 2000 to 2008, he held varioudtipos in the Capital Markets, Leveraged Finance stergers and Acquisitions teams and
worked on the execution of more than 50 finaneehsactions for European corporations. Prior tg ta. Ducau gained experience in
consultancy working for Arthur D. Little in Municiind investment management with Credit Agricole tivde Equity in Paris. Mr. Ducau
graduated from ESCP Europe Business School (Raxferd, Berlin) and holds a MSc in business adniiatgon and a Diplom Kaufmann.

Sarit Sagiv. Ms. Sagiv was appointed as a director of the Gomwipn 2011. Ms. Sagiv recently joined Quantum fRaéidvisory Limited
part of the Quantum Pacific Group. Prior to joinl@gantum Pacific Group, from September 2007 umpt8mber 2010, Ms. Sagiv served as
Vice President Finance of Amdocs Limited, and fidecember 2006 until September 2007, she servethasde Director of a business
division of Amdocs Limited. Ms. Sagiv also held gerfinancial positions in public global high-tecbmpanies including Chief Financial
Officer of Orad Hi-Tec Systems Ltd., and Chief Finil Officer of Cimatron Ltd. She also served asg@rate Controller of Makhteshim-
Agan Industries Ltd. Ms. Sagiv holds a BacheloAatounting and Economics, a Masters in BusinessiAitnation from Tel Aviv University
and a MA degree in law from Bar llan University.eSk also a Certified Public Accountant in Israel.
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Committees of the Board of Directors

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

Audit Committee

The members of our Audit Committee are Messrs. Adblearney and Wolff, each of whom our Board ofeRiors 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 “independenthder the standards of the NYSE and SEC regulatioregidition, 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 lesyad regulatory requirements; the qualificatioe$ection, independence and performance of
our registered public accounting firm (the “indeg@ent auditor”); and the internal audit function. Waeve 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 geAsher and Moskovitz. Mr. Asher is the Chairm&ouwr Compensation
Committee. The purpose of this committee is to seerthe discharge of the responsibilities of owarBaf Directors relating to compensation
of our executive officers. Our Compensation Comeeithlso administers our incentive compensatiorbanefit plans. We have adopted a
Compensation Committee charter defining the coneiigtprimary duties in a manner consistent withrthes of the SEC and the NYSE or
market standards.

Compensation Committee Interlocks and Insider Paifiation

No member of our Compensation Committee has beanyatime an employee of ours. None of our exeeutifficers serve on the board
of directors or compensation committee of a comphay has an executive officer that serves on mar@ of Directors or Compensation
Committee. No member of our Board of Directorsrisaecutive officer of a company in which one of executive officers serves as a
member of the board of directors or compensationmitee of that company.
Code of Business Conduct and Ethics

Our Board of Directors has adopted a Code of Bgsi@onduct and Ethics applicable to our employdiesctors and officers that meets
the standards of the NYSE.
Corporate Governance Guidelines

Our Board of Directors has adopted Corporate Garere Guidelines in accordance with the corporateig@ance rules of the NYS

Financial Code of Ethics

Our Board of Directors has adopted a Financial Gadethics for our Chief Executive Officer, Chiefnencial Officer, Controller an
other senior financial officers. Any changes towaiiver from, the Financial Code of Ethics will imade only by the Board of Directors, or a
committee thereof, and appropriate disclosure lvélmade promptly in accordance with the rules agdlations of the SEC and the NYSE.

97



Table of Contents
Index to Financial Statements

Compensation
Senior Managemen

Members of our senior management receive compemnstati the services they provide. The aggregatke caspensation paid to all
members of senior management as a group was apptety $2.3 million for the fiscal year ended Debem31, 2010. The aggregate cash
compensation of our senior management for 2010moape comparable to future periods as it onlyudek compensation for Ms. Doris from
her hire date on September 13, 2010 through Dece®&ih@010 and includes no compensation paid toRdstrepo, who was hired in Febru
2011. In addition, during 2010, under the Pacifidlidg Limited 2009 Omnibus Stock Incentive Plahg “2009 Plan,” as described in more
detail under “—Equity Compensation Plans” below); Bredecessor granted an aggregate of 8,144 sgtigrurchase its common shares to
members of our senior management team (other thaR&btrepo, who was not employed by us in 201@nhatxercise price of $800 per share,
with an expiration date of December 21, 2020. Ind#&2011, these outstanding 2010 grants to seramagement were substituted for an
aggregate of 676,812 options to purchase our conghares under the newly adopted Pacific Drilling. 2011 Omnibus Incentive Plan (the
“2011 Plan”) at an exercise price of $10.00 persiisee “—Equity Compensation Plans”) and an ekipimadate of March 31, 2021.

The cash compensation for each member of senioageanent is principally comprised of base salaryl@mls. The compensation that
we pay to our senior management is evaluated @maunal basis considering the following primary ¢ast individual performance during the
prior year, market rates and movements, and theithehl's anticipated contribution to us and ouowth. Members of our senior management
team are also eligible to participate in our retieat savings plans, described below under “Bemédihs and Programs”. In addition, members
of our senior management are eligible to parti@patwelfare benefit programs made available told&. workforce generally, including
medical, dental, life insurance and disability HéeeWe believe that the compensation awardeditcsenior management is consistent with
that of our peers and similarly situated compairighe industry in which we operate.

Directors

Since their appointment to the Board in 2011, weehzaid an aggregate of approximately $38,000necthrs’ fees to the independent
members of the Board of Directors. In addition, BtesAsher, Charney, and Wolff each received anéwi4,000 restricted stock units under
our equity compensation plan. We have also paigigamegate of approximately $31,000 in directorssfeo the non-independent members of
the Board of Directors affiliated with Quantum RecGroup. We pay these directors’ fees directlioantum Pacific Group. Members of our
Board of Directors who are also our employees qguleyees of our subsidiaries do not receive anytamtdil compensation for their service on
our Board of Directors. We believe that our diredee structure is customary and reasonable fopemies of our kind and consistent with that
of our peers and similarly situated companies @itidustry in which we operate. These fees maynbeeased from time to time by a resolution
of the general meeting of shareholders.

Equity Compensation Plans

Our Predecessor adopted the Pacific Drilling Liohi2®09 Omnibus Stock Incentive Plan in 2009. The92Blan provided for th
granting of stock options, stock appreciation ghéstricted shares, restricted share units dret equity-based or equity-related awards to
directors, officers, employees and consultants. Chepensation Committee of the Board of Directdrsus Predecessor approved participants
and, subject to the terms and conditions of thé@Z®@n, determined the terms and conditions of dsvander 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 undet@hl Plan, which is described below.
The Substitution took into account the fair mankatie of the common shares at the time of the 8utish. No new awards will be granted
under the 2009 Plan.
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The 2011 Plan is similar to the 2009 Plan and plewifor the granting of stock options, stock apptém rights, restricted shares,
restricted share units and other equity-based wityecelated awards to directors, officers, empkyand consultants. Subject to adjustment as
provided in the 2011 Plan, the aggregate numbshafes that may be delivered pursuant to awardasgegtainder the 2011 Plan is 7,200,000.
The Compensation Committee of our Board of Diresproves participants and, subject to the temdsanditions of the 2011 Plan,
determines the terms and conditions of awards uih@e2011 Plan.

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

Approximately 4.8% of our share capital prior te 2011 Private Placement, on a fully diluted basés reserved for issuance pursua
awards to be granted under the 2011 Plan, inclutie@ptions to be granted in substitution fordp&ons previously granted under the 2009
Plan. Approximately 1.9% of our share capital (esgnting substituted awards as well as new awar@sgranted on or about the time of the
completion of the 2011 Private Placement to of§cand other key employees under the 2011 Plareifotim of options to purchase common
shares at an exercise price equal to the fair magtae of the common shares at the time such anaede granted.

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

Pacific Drilling sponsors a defined contributiotirement plan covering substantially all U.S. enygles (the*U.S. Savings Pl¢’) and ar
international savings plan (the “International $&a Plan”). During 2010, 2009 and 2008, our totaplyer contributions to both plans
amounted to $0.5 million, $0.1 million and $0.Cspectively.

Under the U.S. Savings Plan, the Company match@% 1 employee contributions (limited to $16,500for employees age 50 or ov
$22,000) up to 6% of eligible compensation peripigint.

Under the International Savings Plan, we contrili%eof base income (limited to $15,000 per paréot).

We have established an annual Bonus Plan for kejoges whose decisions, activities and perform&aee a significant impact on
business results. Target bonus levels are detedhoin@n individual basis and take into accountviidial performance, competitive pay
practices and external market conditions. Achiev@mébonus payment is based on the achievemeahteafompany financial target and
individual goals.

Employees
As of June 30, 2011, we and our subsidiaries hathhof 461 employees and 242 subcontractors. &fbagployees consisted of:
. 84 employees and subcontractors in constructioragement

. 522 employees and subcontractors in engineeringpacitions; and

. 97 employees and subcontractors in finance, syated business development, sales and marketingthed administrativ:
functions.
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As of June 30, 2011, approximately 89 of our emeé&syand subcontractors were located in the Unitz@<$ 593 were located in Korea
and 17 were located in Nigeria. The remainder ofesaployees and subcontractors were in various dbations around the world.

As of December 31, 2010, we and our subsidiaridsahtatal of 276 employees and 160 subcontracitrsse employees consisted of:
. 88 employees and subcontractors in constructioragement
. 279 employees and subcontractors in engineeringpacations; and

. 69 employees and subcontractors in finance, syated business development, sales and marketingthed administrativ:
functions.

As of December 31, 2010, approximately 75 of oupleyees and subcontractors were located in theedr8tates and 357 were located
in Korea. The remainder of our employees and subactors were in various other locations aroundvtbed.

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. The remaindeupémployees and subcontractors were in variousr dtlcations around the world.

As of December 31, 2008, we and our subsidiaridsah@atal of 5 employees and 2 subcontractors. & kegployees consisted of:

. 2 employees and subcontractors in engineering pachtons; and

. 5 employees and subcontractors in finance, stratadybusiness development, sales and marketingthed administrativi
functions.

As of December 31, 2008, 5 of our employees andantbactors were located in the United States awer2 located in Singapore.

In 2008, the Controlling Shareholder decided toagxbour activities to include operation and marigtf ultra-deepwater drilling
services, including four wholly-owned vessels alegsof TPDI. A principal activity during this timeas establishing our executive leadership
team. We also assumed the core of the originaltaoi®n management team responsible for the TRBsels and supplemented it with
additional resources to oversee the constructidgheofour wholly-owned vessels.

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 resounsfsmation technology and
other corporate departments needed to market $selgeand conduct operations, as well as recraitddrained staff, including rig personnel,
for thePacific Bora.
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During 2011 we substantially completed the manwihthe Pacific Boraand thePacific Sciroccacrews and continued manning of the
Pacific Mistraland thePacific Santa Ana

We will need to hire additional vessel-based empésyin connection with the commencement of operaitid thePacific Mistraland the
Pacific Santa An..

We believe that our relations with employees amedg®one of our employees are currently represenyeiunion or covered by a
collective bargaining agreement.

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 managenagwt 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, approyalw 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 tadgathird parties in all matters by the joint sigma of a majority of our Board of
Directors. In addition, we are also bound towakdisdtparties 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 Directars 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 a one year petitad ends on March 12, 2012.

The Board must make all decisions in our best @stsrand each director must notify the Board offagsible conflicts between his/her
personal interests and ours. A director must nefii@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 nexéggmeeting before any vote on the matter.

FCPA Policy

We have a thorough policy regarding compliance withFCPA that is disseminated to all employeeagctiirs, contractors, and agents.
The policy details the FCPA anti-bribery provisiptiee FCPA record-keeping provisions, FCPA compigrsanctions under the FCPA,
permissible payments, payments for routine govemaieaction, promotional or marketing expenses, taecappointment of agents. In order to
achieve compliance with this policy, we have essaleld an anti-bribery compliance program. The mogconsists of an employee education
program, compliance reporting mechanisms, annual@rae certifications, disciplinary policies, thiparty due diligence procedures and
contractual protections, regular internal audits] discretionary reviews.

Share Ownership

The common shares and any outstanding optionsrtthase common shares beneficially owned by ouctire and executive officers
and/or entities affiliated with these individuale @isclosed in the section entitled “Principal &halders.”
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PRINCIPAL SHAREHOLDERS

The following table sets forth information regarglithe beneficial ownership of our common sharesf &ovember 4, 2011 and after
giving effect to this offering, by:

. each of our executive officer

. each of our directors;

. all of our executive officers, directors as a groapd

. each holder known to us to beneficially own mo@nts% of our common shares.

Beneficial ownership is determined in accordandh wie rules and regulations of the SEC. In conmgutihe number of shares
beneficially owned by a person and the percentageecship of that person, we have included sharsstiie person has the right to acquire

within 60 days after November 4, 2011, includingptigh the exercise of any option, warrant or otfgdrt or the conversion any security. Th
shares, however, are not included in the computatidhe percentage ownership of any other person.

Upon completion of this offering, we will have odlass of common shares outstanding. Each outstgudimmon share will entitle the
holder thereof to one vote. As of October 26, 2@hroximately 8.9% of our common shares, or 1§ B81common shares, were held in the
United States by approximately 21 holders of record

Common Shares Beneficially

Common Shares Beneficially Common Shares Beneficially Held if the Over-Allotment
Held Prior to the Offering Held Following the Offering Option is Exercised in Full
Number of Number of Number of
Identity of Person or Group Shares Percentagt Shares Percentagt Shares Percentagt
Officers and Directors:
Christian J. Becke * * * * * *
Robert F. MacChesne * * * * * *
William J. Restrept * * * * * *
Cees Van Dieme * * * * * *
Kinga E. Doris * * * * * *
Paul T. Rees * * * * * *
Ron Moskovitz — — — — — —
Laurence N. Charne — — — — — —
Jeremy Ashe — — — — — —
Paul Wolff — — — — — —
Cyril Ducau — — — — — —
Sarit Sagiv — — — — — —
All officers and directors as
group @ 435,82" *0 435,82 *0p 435,82" *0
5% Beneficial Owners:
Quantum Pacific (Gibraltar)
Limited @ 150,000,00 71.2% 150,000,00 69.4% 150,000,00 69.2%

* Owns less than 19

(1) Includes 335,827 common shares issuable upon erestioptions held by our senior management tleagxercisable withi
60 days of the date of this prospec

(2)  Quantum Pacific (Gibraltar) Limited is a Gibralmpany and wholly owned subsidiary of Quantum fiRakiternational
Limited, the indirect ultimate owner of which igrast in which Idan Ofer and certain members offaimsily are the primary
beneficiaries. The address of Quantum Pacific (@ir) Limited is 57/63 Line Wall Road, Gibralti
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Three of our directors are affiliated with QuantBuacific Group. Mr. Moskovitz is the Chief Executi@éficer of Quantum Pacific
Advisory Limited, an affiliate of the Quantum PéaciGroup, and serves as a board member in Isragl. @od TowerJazz, companies that may
be considered as affiliates of the Idan Ofer fanily. Ducau and Ms. Sagiv are management memberf@ld senior positions in Quantum
Pacific Advisory Limited.

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 cotigpieof the 2011 Private Placement, Quantum PaGifisup owned approximately 71.4
of our common shares.
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RELATED PARTY TRANSACTIONS

Prior to the Restructuring, we received cumulafivedings of approximately $1.8 billion in the fowha related party loan from Winter
Finance, a subsidiary of the Quantum Pacific Grawgme of which is currently outstanding. During gmibr to 2008, the relateparty loan has
no set date for payment and did not accrue inte@stluly 12, 2008, our Predecessor’s parent coynatiie time was assigned $150 million
of the related-party loan from Winter Finance. Qly B1, 2008, this related-party loan was contilaluby the parent company as additional
consideration for the existing shares held by @rept company as sole shareholder of our Predecaisge time. Effective January 1, 2009,
Winter Finance and our Predecessor executed acamg@any revolving loan agreement with a maximumicatment not to exceed $1 billion
in principal borrowings (the “Intercompany Loan &gment”), and at such time all outstanding amobatsowed from Winter Finance were
converted into outstanding borrowings under therbimpany Loan Agreement bearing interest at 6%apeum. Effective May 1, 2010,
Winter Finance and our Predecessor amended thedntpany Loan Agreement to increase the maximunuatnaf borrowings to $1.5
billion. In November 2010, we repaid $69.4 milliohthe outstanding balance on the related-partydo®n November 29, 2010, Winter
Finance assigned $655 million of the loan recewalvider the Intercompany Loan Agreement to QuarRaaific International Limited, its
parent and the sole parent of our Predecessochttisne. The $655.0 million receivable was thentdbated by Quantum Pacific International
Limited to our Predecessor, as an additional chpatatribution for the common shares held by isate shareholder of our Predecessor. On
December 31, 2010, Winter Finance assigned allthetstanding principal and accrued interest undetrtercompany Loan Agreement, in
amount of approximately $892.6 million, to QuantBicific International Limited. The approximatelyd®36 million receivable was then
cancelled by Quantum Pacific International Limiteeéxchange for the issuance of 1,115,761 commareshn our Predecessor. From
January 1, 2011 to March 23, 2011, the companywedeadditional funds of $142.2 million under tmdrcompany Loan Agreement. On
March 23, 2011, Winter Finance assigned the reb&viar all outstanding principal and accrued iagtunder the Intercompany Loan
Agreement, in the amount of approximately $142.Boni, to Quantum Pacific International Limited. @8$142.8 million receivable was then
contributed by Quantum Pacific International Linditas an additional capital contribution for thenooon shares held by it as sole shareholder
of our Predecessor. The Intercompany Loan Agreemastterminated following such conversion and theirrently no intercompany loans
between us and Winter Finance. During 2010 and 208%apitalized interest expense of $60.1 milkonl $39.0 million, respectively, on the
related-party loan as a cost of property and eqeignDuring the six months ended June 30, 20112840, we capitalized interest expense of
$0.6 million and $27.4 million, respectively, orettelated-party loan as a cost of property andpeeint. We do not expect related-party loans
to be a source of funding our operations and wagrkiapital needs going forward.

During 2009, 2008, and 2007, we entered into preamisnote agreements with TPDI and Transoceanna TWPDI. The promissory not
accrued interest at LIBOR plus 2% per annum. ABedember 31, 2010 and 2009, the note receivableadss outstanding was $139.9
million. During 2010, 2009 and 2008, we recordeeériest income on the promissory notes of $2.0 oml$2.1 million and $7.8 million. As of
December 31, 2010 and 2009, the accrued interesitveble on these promissory notes was $5.5 miliwth $3.5 million, respectively. As of
June 30, 2011, promissory notes to the Joint Verdnd the accrued interest receivable on theseigsorny notes were $0 million due to the
TPDI Transfer. During the six months ended June28@1 and 2010, the Predecessor recorded relatgdupizrest income from the Joint
Venture of $0.5 million and $1.0 million on the prissory notes, respectively. For more informatiarttee promissory note agreements, see
our audited consolidated financial statements anedsthereto included elsewhere in this prospectus.

We executed a noncancelable operating lease ir@éptr 2009 for office space in Singapore for agaeof 28 months with Tanker
Pacific, which may be considered an affiliated camp During 2010, 2009 and 2008, rent expense uhdelease was $0.3 million, $0.2
million and $0.0, respectively. During the six masended June 30, 2011 and 2010, rent expense thiglrase was $0.1 million and $0.2
million, respectively. We also had an agreemeni WWainker Pacific for the use of the services ofaterTanker Pacific employees on an ad hoc
basis. During 2010, 2009 and 2008, expenses fadhaces of Tanker Pacific employees used by dgun
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this arrangement were $0.5 million, $1.1 milliorde$0.3 million, respectively. During the six mongiveded June 30, 2011 and 2010, expenses
for the services of Tanker Pacific employees ugethe Company under this arrangement were $0.1omidind $0.3 million, respectively.

On March 30, 2011, we transferred our equity irgeie 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 entdeireo 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 geey. Unless terminated earlier in accordance Mstheirms, the management agreement will
remain in full force and effect in perpetuity. Tlmanagement agreement may be terminated by the @udrecific Group if (i) we commit any
breach of our material obligations under the mamaaye agreement, (i) TPDI is dissolved or (iii) lQeantum Pacific Group sells, transfers or
otherwise disposes of all of its interest in TPTHe management agreement may be terminated by(iyishé Quantum Pacific Group fails to
pay amounts due to us or (i) the Quantum Pacificu commits any breach of its material obligatianger the management agreement.
During the six months ended June 30, 2011 and 28&68agement fee income of $0.7 million and $0,eetyely, was recorded in other
income (expense) within our consolidated statemeintperations.

The joint venture agreements relating to TPDI plevQuantum Pacific Group with a put option thadvall 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 amendneethe Project Facilities Agreement, a
subsidiary of the Quantum Pacific Group guarantedtie lenders that any proceeds from the exeofiee put option relating to the equity
interest in TPDI will be used to prepay or sectieAmended Project Facilities Agreement. In consitien for this guarantee, we agreed to
pay the Quantum Pacific Group a fee of 0.25% pauanon the outstanding borrowings on the Projeciliias Agreement. During the six
months ended June 30, 2011 and 2010, guaranteeff$8<% million and $0, respectively, were recarde property and equipment as
capitalized interest costs.

We have marketing and logistic services agreemeitiisDerotech, a Company which may be consideredffifate. During 2010, 2009
and 2008, we incurred fees of $0.2 million, $0 &ddrespectively, under the marketing and logisticzices agreements. During the six months
ended June 30, 2011 and 2010, we incurred fee8.dfrfillion and $0 under the marketing and logisBevices agreements, respectively.

In connection with the SBLC facility and Tl Bondrfine Pacific Bora, we have entered into a guarantee agreement gitbsidiary of
the Quantum Pacific Group, pursuant to which thar@um Pacific Group will guarantee our obligatiomsler the SBLC facility. We expect to
replace the guarantee agreement with Quantum P&ifup with a guaranty by the Company upon thepetion of this offering.

In connection with th@acific Santa AnandPacific Boracontracts with Chevron, the Quantum Pacific Groap guaranteed, subject to
certain excuses from guarantee, prompt and progréonmance 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 infringement judgment and a provision tossititte a drilling unit if one is available on stdstially similar terms and theacific Santa
Anaor Pacific Borais rendered unavailable.

In connection with this offering, we intend to emiteo a registration rights agreement with regarthe 150,000,000 common shares
currently owned by our controlling shareholder affdiate, Quantum Pacific Group, as well as angrsls that Quantum Pacific Group
purchases in the future. Please see “Shares HifpblFuture Sale—Registration Rights Agreement.”
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DESCRIPTION OF SHARE CAPITAL

The following is a summary of our share capital grarights of the holders of our common sharesdah@material to an investment in
the common shares offered by this prospectus. Titigises are set forth in our Articles or are praddby applicable Luxembourg law, and tt
rights may differ from those typically providedgbareholders of U.S. companies under the corporétius of the various states of the United
States. This summary does not contain all inforometinat may be important to you. For more complgf@mation, you should read our
Amended and Restated Articles of Association, whitlhbe adopted prior to the completion of thidesing and are attached as an exhibit to
the registration statement filed by us on Form (&fwhich this prospectus forms a part). For infatmn on how to obtain a copy of our
Articles, please read “Where You Can Find More infation.”

Our share capital is comprised of common share®fAlse date of this prospectus, an aggregate @f020,000 common shares,
accounting par value $0.01 and without nominal &alere issued and outstanding. Each of our conshares entitles its holder to one vot
any general meeting of shareholders.

To our knowledge, as of the date of this prospethese are no shareholders’ arrangements or agrasrthe implementation or
performance of which could, at a later date, reisudt change in the control of us in favor of adtperson other than the current controlling
shareholder, an entity controlled by the QuantuifleaGroup.

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, amdhdicles.

General

We are a Luxemboutsociété anonym(a joint stock corporation). Our legal nam¢‘Pacific Drilling S.A” We were incorporated ¢
March 11, 2011.

Pacific Drilling S.A. is registered with the Luxemlrg Registry of Trade and Companies under the euh59658. Our registered
office is located at 16 Avenue Pasteur, L-2310 lmizeurg, Grand Duchy of Luxembourg.

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 manneistanl, shares and other participation
securities, bonds, debentures, certificates of siepad other debt instruments and, more generatly securities and financial instruments
issued by any public or private entity. It may papate 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. Wayrssue notes, bonds and any kind of debt andyesgcurities. We may lend
funds, including, without limitation, the proceeafsany borrowings, to our subsidiaries, affiliatsmmpanies and any other companies. We may
also give guarantees and pledge, transfer, encuonlmherwise create and grant security over sonadl of our assets to guarantee our own
obligations and those of any other company, andeiggly, for our own benefit and that of any othempany or person. We may not, however,
carry out any regulated financial sector activitithout having obtained the requisite authorizatio

We may use techniques, legal means and instrurtentanage our investment efficiently and to protestelves against credit risks,
currency exchange exposure, interest rate riskotrat risks.

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

As of November 4, 2011, our issued share capitaluats to $2,100,000, represented by 210,000,000nmonshares, par value $0.01 i
without nominal value. We are authorized to isst@,$00,000 of share capital (such amount inclutlegcurrently issued share capital of
$2,100,000) and are authorized to issue up to 50000000 common shares, having an accounting pae v $0.01 and without nominal val
(such number of shares including the 210,000,0@0eshalready issued), out of such authorized stepital. Inmediately after completion of
this offering, the authorized unissued share chpitabe $47,840,000 and there will be 216,000,@00nmon shares outstanding, assuming no
exercise of the underwriters’ over-allotment option

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 shlareholder, Quantum Pacific (Gibraltar) Limitedlcha general meeting to approve
amending the Company’s Articles to authorize thar@f Directors, for a period of five years, tsus up to $50,000,000 of share capital
(inclusive of current share capital of the Compa@r) March 30, 2011, our Board of Directors resdlt@split the outstanding 50,000 comn
shares into 5,000,000 common shares, without ndmétae. These common shares are held by Quantwifid@ibraltar) Limited. In
addition, on March 30, 2011, our Board of Direct@solved for Quantum Pacific (Gibraltar) Limitedliecome the indirect sole shareholde
all issued common shares of our Predecessor imegehfor the issuance of 145,000,000 of our comshames. As of March 31, 2011, our
common shares consisted of 150,000,000 issuedwathnding common shares, having an accountingglae $0.01, all of which are held by
an entity controlled by Quantum Pacific (Gibraltaimnited. In connection with the 2011 Private Plaeat, we issued 60,000,000 common
shares to international and U.S. investors forgmeceeds of $600 million. Following completiontleé 2011 Private Placement, our share
capital consisted of 210,000,000 common sharegdsand outstanding.

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 ourncomshares requires the approval by the generdimgesf shareholders at tt
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 authorizbdbed of directors to issue shares up to the maxirmmount of such authorized unissued
share capital for a maximum period of five yeawsifithe date of publication in the Luxembourg o#flajazette of the minutes of the relevant
general meeting. The general meeting may amendwen extend such authorized share capital andeg#tion to the board of directors to
issue shares.

Pursuant to Article 5.3 of our Articles, our BoaftDirectors is authorized, for a period of fiveayg from the publication of our
incorporation deed on March 11, 2011, to increhsectrrent share capital once or more up to $50000Cy the issue of new shares having
the same rights as the existing shares, or witAoytsuch issue. Accordingly, assuming completiothisf offering, our Board of Directors may
issue up to common shares until Mdrth2016 (assuming no exercise of the underwrtees-allotment option) against contributions
in cash, contributions in kind or by way of incoration of available reserves at such times anduch germs and conditions, including the i<
price, as our Board of Directors or its delegatay im its or their discretion resolve while waivjrgyippressing or limiting any pre-emptive
subscription rights of shareholders provided fotdw to the extent it deems such waiver, suppressidimitation advisable for any issue or
issues of shares within the authorized share dapita
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Under Luxembourg law, our Board of Directors, atudy appointed representative of our Board of Oes; is required to go before a
Luxembourg notary within one month following aniiease of our share capital by our Board of Dirextorrecord the share capital increas
notarial deed.

Under Luxembourg law, shareholders isagiété anonymieave a preferential right to subscribe for shasssed on the occasion of a
share capital increase, where such shares aresiobseribed for in cash. Article 5.3 of our Artlémits this right in relation to our
shareholders by granting our Board of Directordatzation to increase the current share capitahbyissue of new shares having the same
rights as the common shares, and to limit or wiladthe shareholders’ preferential subscriptiontagin such increase. This authorization is
valid for a period of five years from the publicatiof our incorporation deed on March 11, 2011; éesv, such authorization may be renewed
by a resolution passed at an extraordinary genagating of the shareholders. The general meetispafeholders 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, aaré tire no redemption or sinking fund provisionsliapble 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 thergeéneeeting of shareholders and
guorum and vote requirements provided for the ammemd of our Articles.

General Meeting of Shareholders

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

The annual general meeting of shareholders isdtel®:00 a.m. (Luxembourg time) on the second MygraddMay 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 shareholdétfseiein person or by proxy, to
address the general meeting of shareholders, agxktaise voting rights, subject to the provisiofsur Articles. Each share entitles the hol
to one vote at a general meeting of shareholdérsreTis no minimum shareholding required to be &bkgtend or vote at a general meeting of
shareholders.

Luxembourg law provides that our Board of Directisrsbligated to convene a general meeting of $idders if shareholders
representing, in the aggregate, 10% of the isshacescapital so require in writing with an indicattiof the agenda. In such case, the general
meeting of shareholders must be held within onettmohthe request. If the requested general meefirsfpareholders 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 theginge Luxembourg law provides that shareholdepsagenting, in the aggregate, 10% of
the issued share capital may request that additimas be added to the agenda of a general meetisigareholders. That request must be
made by registered mail sent to our registered¢®fit 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 shareholc
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Luxembourg law distinguishes between “ordinary” gfeth meetings of shareholders and “extraordingsrieral meetings of sharehold

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

Ordinary General Meetings of Shareholdef$.an ordinary general meeting of shareholderseti'eno quorum requirement, and
resolutions are adopted by a simple majority ofvibies validly cast, irrespective of the numbesludires 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 issws@ slapital, (b) a limitation or exclusion of prggive rights, (c) approving a legal merger or
de-merger of the Company, (d) dissolution of then@any or (e) except as described immediately bedmwgmendment of our Articles must
have a quorum of at least 50% of our issued shegitat, except in limited circumstances provideddp Luxembourg law. If such quorum is
not reached, the extraordinary general meetinfafeholders 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 (@dicelimited circumstances provided for by Luxermbglaw). Abstentions are not
considered “votes.”

Appointment and Removal of Directokéembers of our Board of Directors may be electediyple majority of the votes validly cast at
any general meeting of shareholders. Under oucls;j all directors are elected for a period ofaipix years with such possible extension as
provided therein. Any director may be removed waittwithout cause by a simple majority vote at aeperal meeting of shareholders. If the
office of a director becomes vacant, our Articlesvide that the other directors, acting by a simplgority, may fill the vacancy on a
provisional basis until a new director is appoinéthe next general meeting of shareholders.

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

Amendment to Our Articles of Association

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

An extraordinary general meeting of shareholdersrened for the purpose of amending our Articlestrhase 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 natifien procedures. Irrespective of whether the ppegamendment will be subject to a vote
at the first or a subsequent extraordinary gemaegdting 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 talkefore a Luxembourg notary and such amendmentslmysublished in accordance
with Luxembourg law.
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Merger and Division

A merger by absorption whereby a Luxembourg compaftgr its dissolution without liquidation, traes$ to another company all of
assets and liabilities in exchange for the issuamtle 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 heflore a notary. Similarly the de-merger of a Luxeony 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 for thenpayt of all liabilities will be paic

out to the shareholders pro rata to their respeatiareholdings. The decision to voluntarily liGaiel 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
shareholders out of funds legally available fortsparposes. Pursuant to our Articles, the geneealtimg of shareholders may approve
distributions and our Board of Directors may deelaterim distributions, to the extent permittedllmxembourg law.

Declared and unpaid distributions held by us ferdbocount of the shareholders shall not bear isttedsnder 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 drameunts, that is, an inventory of our assetsl@fdities, together with a balan:
sheet and a profit and loss account. Our Boardirgciibrs must also prepare management reportsyegeton the annual accounts. The annual
accounts, the management report and the audigpts must be available for inspection by shaadrslat 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 anreraigl meeting of shareholders, will need to kelfivith the Luxembourg registry of
trade and companies within seven months of theeaibshe financial year.

Information Rights

Luxembourg law gives shareholders limited rightgigpect 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-@pmainagement reports and the auditor’s report.

The annual accounts, the auditor’s reports andnidn@gagement reports are sent to registered shasgh@tthe 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 pritre@ate of the annual general meeting of shareh®lagpon request.
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Under Luxembourg law, it is generally accepted thahareholder has the right to receive resposgsestions 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, L

Equity Instruments and Other Arrangements Affecting Equity

Our Predecessor adopted the 2009 Plan, which grdviat the granting of stock options, stock apaten rights, restricted share
restricted share units and other equity-based wityetelated 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 eadf the common shares at the time of the SuhistituOn March 31, 2011, we also granted
new stock options under the 2011 Plan to membeosiio§enior management and other key employeeseXéreise price of the new stock
options and those granted in the Substitution vl&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 2,801,311. All options
expire on the earliest of (i) ten years after thgedf 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 ve@gtr a period of four years. Please see
“Management—Compensation—Equity Compensation Pleorsddditional information regarding the 2009 &@d 1 Plans.
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SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, we will have 20680,000 common shares outstanding, or 216,900,600non shares if the
underwriters’ over-allotment option is exercisedut. The 6,000,000 common shares sold in thignrfiy, or 6,900,000 common shares if the
underwriters’ over-allotment option is exercisedut will be freely transferable in the United &a without restriction under the Securities
Act, except for any shares purchased by one ofaifiliates,” which will be subject to the resalenitations of Rule 144 under the Securities
Act.

In April 2011, we completed an offering of 60,00@)Ccommon shares to international and U.S. invesioaccordance with Regulatior
and Regulation D under the Securities Act, whigharrently traded on the Norwegian OTC List. The8%50,000 common shares initially s
pursuant to Regulation S in the 2011 Private Placgrar in subsequent resales, other than to onardfaffiliates,” will also be freely
transferable in the United States without restrictinder the Securities Act. The common sharesmatsuant to Rule 144A in the 2011 Priv
Placement and the 150,000,000 shares owned byoatnotling shareholder and affiliate, Quantum Pad@roup, were acquired in private
transactions not involving a public offering, aheése shares are therefore treated as “restricteditses” for purposes of Rule 144 under the
Securities Act. Restricted securities may not lselteexcept in compliance with the registrationuiegments of the Securities Act or under an
exemption from those registration requirementshsscthe exemptions provided by Rule 144, Reguié@i@nd other exemptions under the
Securities Act. In connection with this offeringewntend to enter into a registration rights agreetmvith Quantum Pacific (Gibraltar) Limite
which could require us to effect the registratidit®common shares in certain circumstances nigeeénan the expiration of the loakp perioc
contained in the underwriting agreement enterealimtonnection with this offering. See “—RegisivatRights Agreement” below.

Sales or perceived sales of substantial amourdgsrafommon shares in the public market (including @mmon shares registered
pursuant to the Registration Rights Agreement,sirares transferred by shareholders on the Norwe&gjiahto the NYSE, any common shares
registered on Form S-8, any shares issued in ctionegith an acquisition or any other sales of camnrshares in the public market), or the
perception that such sales could occur, may adyeaffect prevailing market prices of our commoms#s. Prior to this offering, there has b
no public market for our common shares in the Uh8éates, although our common shares are listedeoNorwegian OTC List. We have be
approved to list our common shares on the NYSE;gvew we cannot assure you that a regular tradiswdceh for our common shares will
develop in the United States.

Registration Rights Agreement

Prior to the consummation of this offering, we ectte enter into a registration rights agreemerhwegard to the 150,000,000 comn
shares currently owned by our controlling sharetiokhd affiliate, Quantum Pacific Group, as welaag shares that Quantum Pacific Group
purchases in the future (all such shares, “Redir8ecurities”). Under the Registration Rights @gment, Quantum Pacific Group and its
affiliates will have the right to cause us to régiisinder the Securities Act and applicable stteidties laws the offer and sale of the
Registrable Securities. Subject to the terms amditions of our registration right agreement, thesgstration rights allow Quantum Pacific
Group and its affiliates or certain qualified asgigs holding any Registrable Securities to reqeigestration of such Registrable Securities and
to include any such Registrable Securities in &teggion by us of common shares, including comrsioares offered by us or by any
shareholder. In connection with any registratiom@hmon shares held by Quantum Pacific Group anafffiliates or certain qualified
assignees, we will indemnify each shareholder @geting in the registration and its officers, dii@s and controlling persons from and age
any liabilities under the Securities Act or any léggble state securities laws arising from the sggtion statement or prospectus. We will bear
all costs and expenses incidental to any registragixcluding any underwriting discounts.
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Lock-up Agreements

In connection with this offering, we will agree thaithout the prior written consent of the repms¢ives on behalf of the underwrite
we will not, during the period ending 90 days aftex date of this prospectus, (1) offer, pledgh, sentract to sell, sell any option or contract
to purchase, purchase any option or contract tpggaint any option, right or warrant to purchdeed or otherwise transfer or dispose of,
directly or indirectly, any common shares or angusities convertible into or exercisable or excleatge for common shares or (2) file any
registration statement with the SEC relating todffering of any common shares or any securities/edible into or exercisable or
exchangeable for common shares or (3) enter intsam@p or other arrangement that transfers to @noith whole or in part, any of the
economic consequences of ownership of common shahesher any transaction described above is elteed by delivery of common shares
or such other securities, in cash or otherwise.réggictions described in this paragraph will apply to, among other things, (a) the sale of
common shares to the underwriters, (b) the issubypess of common shares upon the exercise of daropt a warrant or the conversion of a
security outstanding on the date of this prospeatwghich the underwriters have been advised itimgior (c) transactions by any person of
than us relating to common shares or other seesi@tquired in open market transactions afterdhgptetion of this offering of common
shares. Please read “Underwriting.”

Each of the members of our board of directors,exarcutive officers and Quantum Pacific (Gibraltanpited will enter into a similar
lock-up agreement, except that they are permitigchnsfer the common shares to their affiliates$ taansfer the common shares as a bona fide
gift or distribute the common shares to their ledifpartners or stockholders; provided, that eafsferee or donee, as applicable, is or agrees
to be bound by the terms of the lock-up agreemedtr® filing under the Exchange Act shall be regdiior voluntarily made. After the
expiration of the 90-day period, the common shhedd by the members of our board of directors, etee officers and our affiliates,
including Quantum Pacific International Limited, yniae sold subject to the restrictions under Rulé ddder the Securities Act or by means of
registered public offerings. Please read “Undemgjit

We are not aware of any plans by any significaataolders to dispose of significant numbers ofammon shares. However, one or
more existing shareholders may dispose of sigmfiocambers of our common shares, unless they #jecuo a lockdp agreement. We cani
predict what effect, if any, future sales of oumroon shares, or the availability of common shapeduture sale, will have on the market price
of our common shares from time to time.

Rule 144

All of our common shares outstanding prior to thfifering, other than the common shares sold putsioaRegulation S in the 2011
Private Placement or in subsequent resales areitted securitiesas that term is defined in Rule 144 under the SeesiAct and may be so
publicly in the United States only if they are sdijto an effective registration statement underSfacurities Act or pursuant to an exemption
from registration under the Securities Act suclthase provided by Rule 144, Regulation S and ROlepfomulgated under the Securities Act.
In general, under Rule 144 as currently in effeeginning 90 days after the date of this prospeetyerson (or persons whose shares are
aggregated) who at the time of a sale is not, asdlot been during the three months precedingallee @n affiliate of us and has beneficially
owned our restricted securities for at least sixithe will be entitled to sell the restricted seties without registration under the Securities
subject only to the availability of current publidormation about us, and will be entitled to seltricted securities beneficially owned for at
least one year without restriction. Persons whaooareaffiliates and have beneficially owned outnieged securities for at least six months may
sell within any three-month period a number ofriettd securities that does not exceed the greatie following:

. 1% of the then outstanding common shares, whichegilal 2,160,000 common shares immediately dfisraffering, assuming tt
underwriters do not exercise their c-allotment option to purchase additional common esiaor
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. the average weekly trading volume of our commomeshduring the four calendar weeks preceding tie al@which notice of th
sale is filed with the SEC

Sales by our affiliates under Rule 144 are alsgestito certain requirements relating to mannesad, notice and the availability of
current public information about us. As definedRinle 144, an “affiliate” of an issuer is a persbattdirectly, or indirectly through one or more
intermediaries, controls, or is controlled by, ®under common control with, such issuer.

Regulation S

In general, Regulation S under the Securities &stgurrently in effect, provides that common sharesed by persons other than
affiliates and distributors may be sold withoutisé@tion in the United States; provided, thatshte is effected in an offshore transaction and
no directed selling efforts are made in the Unl¢ates by such seller, an affiliate or any persudim@ on their behalf (as these terms are de
in Regulation S), subject to certain other condsion general, this means that our common shaagsbe sold in some other manner outside
the United States without requiring registratiomleinthe Securities Act in the United States.

Options/Equity Awards

We intend to file a registration statement on F&-8 under the Securities Act to register the comni@res that we expect to issue un
our 2011 Plan, including common shares acquireah @percise of our outstanding share options butidikoy common shares issued upon
vesting of the restricted stock units we have grad our directors. As of November 4, 2011, tiveeee approximately 2.8 million common
shares issuable upon the exercise of outstanditignao purchase our common shares, with a podi@uch options not currently exercisable
due to vesting restrictions. Common shares issped the exercise of share options after the effectate of this registration statement will be
eligible for resale in the public market withoustréctions, subject to the Rule 144 limitations léiggble to affiliates and the lock-up agreements
described above. As of November 4, 2011, there w200 common shares issuable upon the vestingtsfanding restricted stock units. 1
common shares issued upon vesting of these restrstbck units, which were granted prior to the@ff/e date of this offering were awarded
under Rule 701 and, as such 90 days following tfeztve date of this offering, may be resold sebj® the Rule 144 limitations but without
complying with the holding period requirements afl&144(d).
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TAX CONSIDERATIONS

Material Luxembourg Tax Considerations for Holders of Common Shares

The following is a discussion of all material Lux®arg tax considerations of the purchase, ownersahig disposition of your Common
Shares that may be applicable to you if you acqoireCommon Shares. All statements as to mattdeswoéind legal conclusions, but not as to
factual matters, contained in this discussion, asletherwise noted, are the opinions of Loyens é&ffl.édvocats a la Cour and are based
the accuracy of representations made by us. Intanidithis discussion does not address all tax rations that might be relevant to
particular holders in light of their personal ciroustances or to persons that are subject to spéaiatules.

It is not intended to be, nor should it be constirtee be, legal or tax advice. The summary is nbaastive and we strongly encourage
shareholders to consult their own tax advisorsathe Luxembourg tax consequences of the owneasildiglisposition of our Common Shares.
The summary applies only to shareholders who with @ur Common Shares as capital assets and doegppbt to other categories of
shareholders, such as dealers in securities, tesstinsurance companies, collective investmentseb@nd shareholders who have, or whc
deemed to have, acquired their Common Shares ioapital of our Common Shares by virtue of an effic employment.

This discussion is based on the laws of the Grandh® of Luxembourg, including the Income Tax A@efember 4, 1967, as amended,
the Municipal Business Tax Act of December 1, 188@&mended and the Net Wealth Tax Act of Octabetd34, 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 prospectus or with a known futffective date and is subject to any che
in law or regulations or changes in interpretationapplication thereof (and which may possibly hawetroactive effect). However, there can
be no assurance that the Luxembourg tax authonti#dsot challenge any of the Luxembourg tax cdasitions described below; in
particular, changes in law and/or administrativeagtice, as well as changes in relevant facts ancloastances, 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 Luxemtmptax law and regulations, to which they may blejsct.

As used herein, a “Luxembourg individual holder”ane an individual resident in Luxembourg who isjsatito personal income tax
(impét sur le revenu) a solidarity surcharge (cdmtation au fonds pour I'emploi) and a crisis cobition for the years 2011 and 2012
(contribution de crise) on his or her worldwide @ame from Luxembourg or foreign sources.

In addition, a “Luxembourg corporate holder” meaasorporation or other entity taxable as a corpaoat (that is organized under the
laws of Luxembourg under Article 159 of the Luxeangdncome Tax Act) resident in Luxembourg suldi@corporate income tax (impoét sur
le revenu des collectivités), municipal businesstmpdt commercial communal) and a solidarity $izge (contribution au fonds pour
I'emploi) on its worldwide income from Luxembourgareign sources. A Luxembourg corporate holdeal& subject to net wealth tax (imp6ét
sur la fortune) on its worldwide wealth.

For purposes of this summary, Luxembourg individ@ald Luxembourg corporate holders are collectiveferred to as “Luxembourg
Holders” A “non-Luxembourg Holder” means any investor inrolCommon Shares other than a Luxembourg Holder.
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Tax regime applicable to realized capital gains

Luxembourg Holder

Luxembourg individual holders

A Luxembourg individual holder will be subject tarxembourg income taxes for capital gains in thivfaihg cases:

. If the Common Shares (1) represent the assetbosiaess or (2) were acquired for speculative mepdi.e., disposed of within ¢
months after acquisition), then any capital gait laé levied at ordinary income tax rates (incliglimemployment fund
contributions), crisis contribution levied at aeratf 0.8%, subject to dependence insurance cotitiiblevied at a rate of 1.4% and,
where Common Shares represent the assets of absisgubject to municipal business tax leviedrateaof 6.75% for
Luxembour-City; and

. Provided that the Common Shares do not represerasbets of a business (i.e. are held in the privaalth of the Luxembourg
individual), and the Luxembourg individual has dispd of them more than six months after their &ggoim, then the capital gains
are taxable at half the overall tax rate (includimgmployment fund contributions) if the Common i@saelong to a substantial
participation (i.e., shareholding representing mbes 10% of the share capital, owned by the Lwamdpresident individual or
together with his spouse/partner and dependerdrehil directly or indirectly at any time during tfie years preceding the
disposal). In this case, the capital gains wowo &le subject to crisis contribution levied atte & 0.8%, and dependence insur:
contribution levied at a rate of 1.4

Luxembourg corporate holders

Capital gains realized upon the disposal of Com®loares by a fully taxable resident Luxembourg caf@oholder will, in principle, be
subject to corporate income tax and municipal lessrtax. The combined applicable rate (includingrm@mployment fund contribution) is
28.80% for the fiscal year ending 2011 for a Luxenry corporate holder established in Luxembourg.@ih exemption from such taxes may
be available to the Luxembourg corporate holdesyamt to Article 166 of the Income Tax Act and @rand-Ducal Decree of December 21,
2001 (as amended on March 31, 2004) provided ththedime of the disposal of the Common Sharesh@).uxembourg corporate holder of
Common Shares form a stake representing at le&stof@ur total share capital or have a cost pricat teast €6,000,000 and (b) such
qualifying shareholding has been held for an uninfged period of at least 12 months or the Luxeunp@orporate holder undertakes to
continue to own such qualifying shareholding ustith time as the Luxembourg corporate holder hissdug Common Shares for an
uninterrupted period of at least 12 months. Inaiertircumstances, the latter exemption may nolyajiar example; the capital gains
exemption (for gains arising on an alienation & @ommon Shares) does not apply to the amountoiqusly tax deducted expenses and
write-offs related to these Common Shares.

Non-Luxembourg Holders
Non-Luxembourg Holders will be subject to Luxemlmptaxation for capital gains in the following cagasong others):

. Subject to any applicable tax treaty, an individuhb is a non-Luxembourg Holder of Common Shared (@ho does not have a
permanent establishment, a permanent representatavéixed place of business in Luxembourg to Whtee Common Shares are
attributable) will only be subject to Luxembourga#éion on capital gains arising upon disposal @hsGommon Shares if such
holder has (together with his or her spouse anérmtdgnt children) directly or indirectly held a stavgial shareholding of more th
10% of our total share capital at any time withifiva-year period prior to the disposal of our CoomShares, and either (i) such
holder has been a resident of Luxembourg for tapgaes for at least 15 years and has become aesafent within the last five
years preceding the realization of the gain, Jttfié disposal of Common Shares occurs within sixtims from their acquisition (¢
prior to their actual acquisition
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. A corporate no-Luxembourg Holder, which has a permanent estabkstina permanent representative or a fixed plateisihes:
in Luxembourg to which our Common Shares are aitaible, will be required to recognize capital ggmslosses as the case may
be) on the sale of such Common Shares, which wifiubject to corporate income tax and municipainass tax. However, as set
forth above for a corporate Luxembourg Holder, gaegmalized on the sale of the Common Shares magfibéiom the exemption
provided for by Article 166 of the Luxembourg Incefiax and the Grand-Ducal Decree of December 211 28 amended on
March 31, 2004)

. Subject to any applicable tax treaty, a corporate-Luxembourg Holder, which has no permanent establésti in Luxembourg t
which the Common Shares are attributable, and widshheld a substantial shareholding of more ti8&a af our total share capit
directly or indirectly at any time within a five-geperiod prior to the disposal of our Common Seaviél be subject to corporate
income tax on a gain realized on a disposal of &mimon Shares if either (i) such holder has besident of Luxembourg for
tax purposes for at least 15 years and has becaome-gesident within the last five years precedhmyrealization of the gain, or
(ii) the disposal of such Common Shares occursiwilx months from their acquisitio

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 exmays discussed under “—Exemption from LuxembourgiWblding Tax” below). Absent an
exception, we will be required to withhold at suate from distributions to the shareholder and @ash withheld amounts to the Luxembourg
tax authorities.

Exemption from Luxembourg Withholding Tax

Dividends and similar distributions paid to our lemxbourg and non-Luxembourg holders may be exerapt fruxembourg dividend
withholding tax if: (1) the shareholder is a quglily corporate entity holding a stake represendinigast 10% of our total share capital or
acquired the Common Shares for at least €1,20q@06s equivalent amount in a foreign currencyi §2) the shareholder has either held this
qualifying stake in our capital for an uninterrugpfgeriod of at least 12 months at the time of thgnpent of the dividend or undertakes to
continue to own such qualifying shareholding ustith time as it has held the Common Shares fonemesrupted period of at least 12 mon
Examples of qualifying corporate shareholders axalile Luxembourg companies, certain taxable compaasident in other EU member
states, capital companies resident in Switzerlajest to income tax without benefiting from an exdion and companies fully subject to a
tax corresponding to Luxembourg corporate incormehat are resident in countries that have condwd&eaty for the avoidance of double
taxation with Luxembourg.

Under current Luxembourg tax law, payments to diaders in relation to a reduction of share camtashare premium are not subjec
Luxembourg dividend withholding tax if certain cdtimhs are met, including, for example, the comatitthat we do not have distributable
reserves or profits. If we have, at the time ofggthgment to shareholders with respect to their Com8hares, distributable reserves or profits,
a distribution of share capital or share premiurh lvé recharacterized for Luxembourg tax purposea distribution of such reserves or
earnings subject to withholding tax. Based on theva, if certain conditions are met, it can be expe that a substantial amount of potential
future payments to be made by us may not be sutmeaixembourg withholding tax.

Reduction of Luxembourg Withholding Tax

Residents of countries that have concluded a tfeatyne avoidance of double taxation with Luxemigpoay claim application of
reduced rate on or exemption from Luxembourg divierithholding tax, depending on the terms of #levant tax treaty.
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Tax regime applicable to the distribution of dividds, liquidation proceeds, other profit distributis or equity redemption
Luxembourg Individual Holder

Dividends and other profit distributions are geflgr@xed at progressive tax rates and subjecefieddence insurance contribution le
at 1.4% and crisis contribution of 0.8%. 50% exeaarpas mentioned below may apply if the conditians met. Withholding tax levied can in
principle be credited against the applicable tax.

Luxembourg Corporate Holders

Dividends, liquidation proceeds, other profit distitions or equity redemption derived by a fullydale resident Luxembourg corporate
holder will, in principle, be subject to corporateome tax and municipal business tax. The combapggicable rate (including a solidarity
surcharge) is 28.80% for the fiscal year endingl2fot a Luxembourg corporate holder establishelduxembourg-City. An exemption from
such taxes may be available to the Luxembourg catpdolder pursuant to article 166 of the Luxenigdncome Tax Act as amended
provided that, at the time of distribution, (a) thexembourg corporate holder’s shares form a stajeesenting at least 10% of the total share
capital in Pacific Drilling S.A. or have a costgeiof at least £200,000 and (b) such qualifying shareholdingleen held for an uninterrupt
period of at least 12 months or the Luxembourg a@ie holder undertakes to continue to own suchifgug shareholding until such time as
the Luxembourg corporate holder has held our Com8tmares for an uninterrupted period of at leaghdBths.

50% Dividend Exemption—Credit of Luxembourg Withidihg Tax on Dividends

Luxembourg Holder. Subject to the satisfaction of certain conditiansl assuming, in the case of corporate Luxemblooidgrs, that th
participation exemption does not apply, only hélfhe gross amount of a dividend distributed t@gporate Luxembourg holder or an
individual Luxembourg Holder will be subject to Lembourg corporate income tax or Luxembourg inccemerespectively.

All or part of the withholding tax levied can inipciple be credited against the applicable tax.

Net wealth tax
Luxembourg Holders
Luxembourg individual holders are not subject towealth tax.

Luxembourg net wealth tax will not be levied onakembourg Holder with respect to the Common Shiaeé$ unless (i) Luxembourg
Holder is a legal entity not entitled to a specifet wealth tax exemption based on Luxembourg dool@sv; or (ii) the Common Shares are
attributable to an enterprise or part thereof whsctarried on through a permanent establishmefited place of business or a permanent
representative in Luxembourg.

Net wealth tax is levied annually at the rate &%09.on the net wealth of enterprises resident inelolxourg, as determined for net wealth
tax purposes. The Common Shares may be exemptriebmvealth tax subject to the conditions set fostiParagraph 60 of the Law of
October 16, 1934 on the valuation of assets (Bemgggesetz), as amended.

Non-Luxembourg Holders

Luxembourg net wealth tax will not be levied onaar-Luxembourg Holder with respect to the Common Shhetd based on Paragra
60 of the Law of October 16, 1934 on the valuatibassets (Bewertungsgesetz), as amended unle€®thmon Shares are attributable to an
enterprise or part thereof which is carried ontigtoa permanent establishment, a fixed place ahbss or a permanent representative in
Luxembourg.
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Registration tax/Stamp duty

No registration tax or stamp duty will be payabjesbholder of Common Shares in Luxembourg solelynuiihe disposal of Commc
Shares by sale or exchange.

Estate and gift taxes

No estate or inheritance tax is levied on the fensf Common Shares upon the death of a hold&oofimon Shares in cases where
deceased was not a resident of Luxembourg for itaimee tax purposes, and no gift tax is levied upgift of Common Shares if the gift is not
passed before a Luxembourg notary or recordeddged registered in Luxembourg. Where a holder afiion Shares is a resident of
Luxembourg for tax purposes at the time of his ldeilie Common Shares are included in its taxaldestiar inheritance tax or estate tax
purposes.

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 theclpase, ownership and dispositior
our Common Shares. All statements as to matteesrofnd legal conclusions, but not as to factudtens, contained in this discussion, unless
otherwise noted, are the opinions of Vinson & E$kinL.P. and are based on the accuracy of reprasemé made by us. In addition, this
discussion is based upon the provisions of therateRevenue Code of 1986, as amended (the “Codri§ting and proposed Treasury
Regulations thereunder, judicial authority and adstiative interpretations, as of the date heralbhf which are subject to change, possibly
with retroactive effect, or are subject to differarterpretations. There can be no assurancehbdnternal Revenue Service (“IRS”) will take a
similar view of such consequences, and we haveained, nor do we intend to obtain, a ruling fribra IRS with respect to the U.S. federal
income tax consequences of the purchase, owneasfiplisposition of the Common Shares. This disounssilimited to beneficial owners that
hold our Common Shares as “capital assets” (gdyepbperty held for investment).

This discussion does not address all U.S. fedecalme tax considerations that may be relevantpg@aricular 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 tesidavations that may be relevant to U.S. Holdespecial tax situations, such as:

. dealers in securities or currencies;

. insurance companie

. regulated investment companies and real estatstmest trusts;

. tax-exempt organization:

. brokers or dealers in securities or currenciesteatters in securities that elect to mark to market;
. certain financial institutions

. partnerships or other pass-through entities andenslof interests therein;

. holders whose functional currency for U.S. fed@rebme tax purposes is not the U.S. dol

. U.S. expatriates;
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. individual retirement accounts and other tax defaccounts
. holders that acquired our Common Shares in compenysaansactions;
. holders that hold our Common Shares as part oflgehestraddle or conversion or other integrateustation; ol

. holders that own, directly, indirectly, or constiively, 10% or more of the total combined votingyss 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:

. an individual who is a citizen or resident of theildd States;

. a corporation, or any other entity taxable as @@ation, created or organized in or under the lafithe United States or any Sti
thereof, including the District of Columbi

. an estate, the income of which is subject to Ue8efal income taxation regardless of its source; or

. a trust (a) if a court within the United Stateslide to exercise primary supervision over its adstriation and one or more Unit

States persons (as defined in the Code) have theréty to control all of its substantial decisioms(b) that has a valid election in
effect under applicable Treasury Regulations ttréated as a U.S. pers(

You are a “Non-U.S. Holder” for purposes of thisalission 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 dependrufhe status of the partner and upon the activifehe partnership. A partner of a
partnership considering the purchase of our Com8twres is encouraged to consult its own indeperidrrtdvisor.

You are encouraged to consult your own indepen@eradvisor regarding the U.S. federal, state,lland nont.S. income and other ti
consequences of purchasing, owning and disposiegro€ommon Shares in your particular circumstances

U.S. Holders
Passive Foreign Investment Company Ru

A U.S. Holder generally will be subject to a spécaverse tax regime that would differ in certespects from the tax treatment
described below if we are, at any time during th8.UHolder’s holding period with respect to our Goam Shares, passive 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
(ii) at least 50% of the average value of all cgseds (determined on the basis of a quarterly gegraoduce or are held for the production of
passive income. For this purpose, passive incomergdy includes, among other things, dividendteriest, certain rents and royalties,
annuities and gains from assets that produce pgassiome. If a foreign corporation owns at lea$toa®/ value of the stock of another
corporation, the foreign corporation is treatedgorposes of the PFIC tests as owning its
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proportionate share of the assets of the otherocation, and as receiving directly its proportienahare of the other corporation’s income.
Based on our operations described herein, allsubatantial portion of our income from offshore traat drilling services should be treated as
services income and not as passive income, andcathasa substantial portion of the assets thabwe and operate in connection with the
production of that income should not constitutespasassets, for purposes of determining whetheanee@ PFIC. However, this involves a
facts and circumstances analysis and it is postiblethe IRS would not agree with this conclusion.

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

Taxation of Dividends

Any distributions made with respect to our Commaar®s (including amounts withheld on account oifgm taxes) will, to the extent
made from current or accumulated earnings andtpra$ determined under U.S. federal income taximiies, 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 capitaléaeittent of the U.S. Holder’s adjusted tax basthénCommon Shares, and thereafter as capital
gain. Such dividends generally would be treatefbasgn-source income for U.S. foreign tax creditgoses.

Dividends (including amounts withheld on accountargign taxes) paid with respect to our Commonr&hgenerally 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 increasedaable years beginning after
December 31, 2012) with respect to any dividendd pa our Common Shares only if we are a “qualifiectign corporation.” We will be
treated as a qualified foreign corporation if then@non Shares are readily tradable on an establstadities market or if we are eligible for
the benefits of a comprehensive income tax tredtly the United States. As our Common Shares willrhded on an established securities
market we will be a qualified foreign corporatiomaherefore non-corporate U.S. Holders will bgible for the preferential tax rate if the
holders meet certain holding period and other mregquénts. This preferential tax rate will not apfyamounts that the U.S. Holder takes into
account as “investment income,” which may be offgeinvestment expense. Dividends on our CommomeShaill not be eligible for the
dividends-received deduction generally allowed t8.l¢orporations under the Code.

Subiject to limitations under U.S. federal incomelgav concerning credits or deductions for foreigkres, a Luxembourg withholding tax
imposed on dividends described above under “—Maltetixembourg Tax Considerations for Holders of @uon 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 compmutaxable income if the U.S. Holder has
elected to deduct all foreign income taxes fortth@ble year). The rules with respect to foreignadits 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 Commaoer&hwill be subject to U.S. federal
income taxation as capital gain or loss in an arhegoal to the difference between the amount redl{imcluding the gross amount of the
proceeds before the deduction of any foreign tax)
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on the sale, exchange or other taxable dispositnshsuch U.S. Holder’s adjusted tax basis in the@on Shares. The capital gains of a U.S.
Holder that is an individual, estate or trust cotiiewould be subject to a reduced rate of U.Sefatincome tax if the holder’s holding period
for the Common Shares exceeded one year as dfribef the disposition. The deductibility of capi@sses is subject to certain limitations.
Capital gain or loss, if any, realized by a U.Sld¢o on the sale, exchange or other taxable dispnaf a Common Share generally will be
treated as U.S. source income or loss for U.Sigorex credit purposes. Consequently, in the chsedisposition of a share that is subject to
Luxembourg or other foreign income tax imposedtangain, the U.S. Holder may not be able to befrefih the foreign tax credit for that
foreign income tax (i.e., because gain on the disipm would be U.S. source). Alternatively, theSUHolder may take a deduction for the
foreign income tax if such holder does not takeealit for any foreign income tax during the taxaydar.

Recently Enacted Reporting Requirements

Recently enacted legislation requires certain Hi&ders to report to the IRS information with resip® their investment in certa
“foreign financial assets,” including our Commona&s, not held through a custodial account with& financial institution. Investors who
fail to report this required information could bew® 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 imp8e8% tax on the “net investment
income” of certain United States citizens and residliens and on the undistributed “net investniezdme” of certain estates and trusts.
Among other items, “net investment income” gengrailtludes dividends and certain net gain fromdisposition of property, less certain
deductions.

Prospective holders are encouraged to consultitie@pendent tax advisors with respect to the tesequences 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 UnitedeStand, if required by an applicable incc
tax treaty, the dividends are attributable to anaerent establishment maintained by the HoldereérlLthited States or unless the holder is
subject to backup withholding, as discussed bekweept to the extent otherwise provided under auliegble income tax treaty, a Non-U.S.
Holder generally will be taxed in the same manrsea &.S. Holder on dividends that are effectivelgrected with the Holder’'s conduct of a
trade or business in the United States. Effecticelynected dividends received by a corporate Né&h-Holder may also, under certain
circumstances, be subject to an additional “braroffits tax” at a 30% rate (or, if applicable, avkr treaty rate), subject to certain adjustments.

Taxation of Capital Gains

In general, a Nc-U.S. Holder of Common Shares will not be subjedt/i8. federal income or withholding tax with respiecany gair
recognized on a sale, exchange or other taxalgp@sitton of such Common Shares unless:

. the gain is effectively connected with the Non-U-d8lder’'s conduct of a trade or business in the UnitedeStgnd if required by i
applicable income tax treaty, is also attributdbla permanent establishment that the Non-U.S. ¢tatthintains in the United
States), in which case, the Non-U.S. Holder wihgmally be subject to regular graduated rateseérsttme manner as a U.S. Holder,
and if
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the Nor-U.S. Holder is a corporation, may be subject toamh profits tax equal to 30% (or such lower @tevided by ar
applicable income tax treaty) of its effectivelyno@cted earnings and profits for the taxable y&#bject to certain adjustmen

. the Non-U.S. Holder is an individual who is presiarthe United States for 183 or more days in ¢xable year of the sale,
exchange or other taxable disposition and meetainasther 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, escdssed belov

Backup Withholding and Information Reporting

In general, dividends on Common Shares, and theepds of a sale, exchange or other dispositioroair@on Shares for cash, paid
within the United States or through certain U.$atesd financial intermediaries to a U.S. Holdead¥onU.S. Holder are subject to informati
reporting to the IRS and may be subject to backitiphelding unless the holder is an exempt recipiisngan 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 witligld

Backup withholding is not an additional tax. Getligra holder may obtain a refund of any amountthield under the backup
withholding rules that exceed your U.S. federabme tax liability by timely filing a refund claimitin the IRS. The amount of any backup
withholding withheld from a payment to a holderviié 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 inddpnt tax advisors regarding the
application of information reporting and backuphiiolding in their particular situations, the avhildy of exemptions and the procedures for
obtaining exemptions.

You are encouraged to consult with your own indepegrent 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 non-U.3urisdiction, including estate, gift,
and inheritance tax laws.
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UNDERWRITERS

Under the terms and subject to the conditions @oathin an underwriting agreement dated the dathisfprospectus, the underwriters
named below, for whom Morgan Stanley & Co. LLC dtireg as representative, have severally agreedrthpse, and we have agreed to sell,
the number of common shares indicated below:

Number of

Name Shares
Morgan Stanley & Co. LLC 3,057,60!
Deutsche Bank Securities Ir 1,531,201
DnB NOR Markets, Inc 352,80(
Howard Weil Incorporate 352,80(
Pareto Securities A 352,80(
Simmons & Company Internation 352,80(
Total 6,000,00!

The underwriters and the representative are coldgtreferred to as the “underwriters” and thephesentative,” respectively. The
underwriters are offering the common shares sulbgeitteir acceptance of the shares from us anasutg prior sale. The underwriting
agreement provides that the obligations of the sdwmderwriters to pay for and accept deliveryhaf common shares offered by this
prospectus are subject to the approval of cer&gjalimatters by their counsel and to certain atbaditions. The underwriters are obligated to
take and pay for all of the common shares offerethis prospectus if any such shares are taken.ederythe underwriters are not required to
take or pay for the shares covered by the undessgtibption to purchase additional shares desciitedaiv.

The underwriters initially propose to offer parttbé common shares directly to the public at thelipwffering price listed on the cover
page of this prospectus and part to certain deateagrice that represents a concession not iessxaf $0.297 a share under the public offering
price. After the initial offering of the common sba, the offering price and other selling terms rimayn time to time be varied by the
representatives.

We have granted to the underwriters an option,csalle for 30 days from the date of this prospgdiu purchase up to an aggregate of
900,000 additional common shares at the publiaioffeprice listed on the cover page of this prospgdess underwriting discounts and
commissions. The underwriters may exercise thiongolely for the purpose of covering over-allotitss if any, made in connection with the
offering of the common shares offered by this peasps. To the extent the option is exercised, eaderwriter will become obligated, subject
to certain conditions, to purchase approximatedysame percentage of additional common shareg asithber listed next to the underwriter’s
name in the table above bears to the total numbawsramon shares offered by this prospectus.

The following table shows the per share and taélip offering price, underwriting discounts andhissions, and proceeds to us be
expenses. These amounts are shown assuming bettergise and full exercise of the underwritersi@pto purchase up to an additional
900,000 common shares.

Total Total
Per Share No Exercise Full Exercise
Public offering price $ 8.2t $49,500,00 $56,925,00
Underwriting discounts and commissic $0.577¢ $ 3,465,001 $ 3,984,75!
Proceeds, before expenses, t( $7.672¢ $46,035,00 $52,940,25

We will pay to Morgan Stanley & Co. LLC and DeutedBank Securities Inc. an aggregate structuringgeégml to 1.00% of the gross
proceeds from this offering, or $495,000 ($569,2%0e underwriters exercise the
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over-allotment option in full) for the structurisgrvices provided by Morgan Stanley & Co. LLC areliBche Bank Securities Inc. to us in
connection with the offering.

We estimate that our aggregate expenses for tfasmd, excluding underwriters’ discounts, commiss and structuring fees will be
approximately $2,250,000.

The underwriters have informed us that they doimend sales to discretionary accounts to exceed®Bi¥te total number of common
shares offered by them.

Our common shares have been approved for listing@NYSE under the symbol “PACD.” Our common skaxee currently traded on
the Norwegian OTC List, an over the counter matkat is administered and operated by a subsidiattyeoNorwegian Securities Dealers
Association, under the symbol “PDSA.”

We and certain of our affiliates, including oureatitors and executive officers, have agreed thétowt the prior written consent of the
representative on behalf of the underwriters, wettaey will not, during the period ending 90 dafteiathe date of this prospectus:

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaontract to sell, grant any option,
right or warrant to purchase, lend or otherwisadfer or dispose of, directly or indirectly, anyrwmon shares or any securities
convertible into or exercisable or exchangeablefonmon share:

. enter into any swap or other arrangement thatfieasio another, in whole or in part, any of thereamic consequences of
ownership of the common shares, whether any tréinsadescribed above is to be settled by delivérgoonmon shares or such
other securities, in cash or otherwise

. file any registration statement with the Securiaesl Exchange Commission relating to the offerihgny common shares or any
securities convertible into or exercisable or exgjeable for common share

The restrictions described in this paragraph daapply to, among other things:

. the sale of common shares to the underwriters;

. the issuance by us of common shares upon the sgestan option or a warrant or the conversion efurity outstanding on tt
date of this prospectus of which the underwritergehbeen advised in writing;

. the establishment of a trading plan pursuant t@ ROb5-1 under the Exchange Act for the transfeoaimon shares, provided that
such plan does not provide for the transfer of camishares during the 90-day restricted period anplublic announcement or
filing under the Exchange Act regarding the essdiolient of such plan shall be required or voluntamiade.

The 90-day restricted period described in the mheceparagraph will be automatically extended if:

. during the last 17 days of the-day restricted period we issue a release concegangngs or announce material news or a ma
event relating to us occurs;

. prior to the expiration of the 90-day restrictedipe, we announce that we will issue a release anciog earnings during the 16-
day period following the last day of the-day period

in which case the restrictions described in thegieng paragraph will continue to apply until thepieation of the 18-day period beginning on
the issuance of the release or the announcemdim¢ ahaterial news or material event.
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In order to facilitate the offering of the commdrases, the underwriters may engage in transadi@istabilize, maintain or otherwise
affect the price of the common shares. Specific#itlg underwriters may over-allot in connectionhntie offering, creating a short position in
the common shares for their own account. A shdetisecovered if the short position is no greabemntthe number of shares available for
purchase by the underwriters under the over-allotroption. The underwriters can close out a covetexdt sale by exercising the over-
allotment option or purchasing shares in the oparket. In determining the source of shares to otegex covered short sale, the underwriters
will consider, among other things, the open mapkite of the shares compared to the price availabtier the over-allotment option. The
underwriters may also sell shares in excess obvlee-allotment option, creating a naked short pmsitThe underwriters must close out any
naked short position by purchasing shares in tle& oparket. A naked short position is more likelyoeocreated if the underwriters are
concerned that there may be downward pressureegprite of the shares in the open market afteinyithat could adversely affect investors
who purchase in this offering. As an additional meeaf facilitating this offering, the underwritarsy bid for, and purchase, shares in the open
market to stabilize the price of the common shdfeslly, the underwriting syndicate may reclainiieg concessions allowed to an
underwriter or a dealer for distributing the comnstvares in the offering, if the syndicate repureBgseviously distributed common shares in
transactions to cover syndicate short positionstabilization transactions or otherwise. Theseiiels may raise or maintain the market price
of the shares above independent market levelsewept or retard a decline in the market price efghares. The underwriters are not required
to engage in these activities and may end anyesfetlactivities at any time.

We and the underwriters have agreed to indemniff esher against certain liabilities, includingbliities under the Securities Act.

The underwriters and their respective affiliates faifl service financial institutions engaged inigas activities, which activities may
include securities trading, commercial and investinianking, financial advisory, investment managetnievestment research, principal
investment, hedging, financing and brokerage d@@ii The underwriters and their respective afBahave from time to time provided, and in
the future may provide, certain investment bankind financial advisory services to us and ouriafék, for which they have received, and in
the future would receive, customary fees. In cotineavith the 2011 Private Placement, DnB NOR M#skénc. acted as joint lead manager
and joint bookrunner, Pareto Securities AS actegl@sal coordinator and Morgan Stanley & Co. LLGveel as our financial advisor. An
affiliate of DnB NOR Markets, Inc. is also a lenderder the Project Facilities Agreement. In additivpom time to time, certain of the
underwriters and their affiliates may effect tragtgms for their own account or the account of cosrs, and hold on behalf of themselves or
their customers, long or short positions in ourigggecurities or loans, and may do so in the ®itlm the ordinary course of their various
business activities, the underwriters and theipeesve affiliates may make or hold a broad arrbiyneestments and actively trade equity
securities (or related derivative securities) andrfcial instruments (including bank loans) foritteevn account and for the accounts of their
customers, and such investment and securitiesitagivnay involve securities and/or instrumentshef issuer. The underwriters and their
respective affiliates may also make investmentmenendations and/or publish or express indepen@search views in respect of such
securities or instruments and may at any time hmldecommend to clients that they acquire, londf@nshort positions in such securities and
instruments.

A prospectus in electronic format may be made alkel on websites maintained by one or more undemgrior selling group members,
if any, participating in this offering. The represatives may agree to allocate a number of comrhares to underwriters for sale to their on
brokerage account holders. Internet distributiofishe allocated by the representatives to undeessithat may make Internet distributions on
the same basis as other allocations.

Pricing of the Offering

Prior to this offering, there has been no publickatin the United States for our common shares. ilhial public offering price wa
determined by negotiations between us and the septatives. Among the
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factors considered in determining the initial paldffering price was the future prospects and tledsaur industry in general, our sales,
earnings and certain other financial and operatifagrmation in recent periods, and the price-eagairatios, price-sales ratios, market prices of
securities, and certain financial and operatingrimfation of companies engaged in activities sintibaours.

Selling Restrictions
European Economic Arei

In relation to each member state of the Europeam&muic Area that has implemented the Prospectweciie (each, a Relevant Member
State), with effect from and including the datevdrich the Prospectus Directive is implemented at televant member state (the relevant
implementation date), an offer of securities dématiin this prospectus may not be made to the pubthat relevant member state other than:

(a) to any legal entity which is a qualified invarsas defined in the Prospectus Directive;

(b) to fewer than 100 or, if the Relevant Membext&has implemented the relevant provision of 61H2°D Amending Directive,
150, natural or legal persons (other than qualifiwéstors as defined in the Prospectus Directagpermitted under the Prospectus
Directive, subject to obtaining the prior consehthe representatives for any such offer; or

(c) in any other circumstances falling within At&@3(2) of the Prospectus Directive;

provided that no such offer of shares of our comstzares shall result in a requirement for the pakibn by us or any underwriter of a
prospectus pursuant to Article 3 of the Prospebivsctive.

For the purposes of this provision, the expresaiotioffer to the public” in relation to any shasour common shares in any Relevant
Member State means the communication in any fordnbgrany means of sufficient information on thenterof the offer and any shares of our
common shares to be offered so as to enable aston® decide to purchase any shares of our conghares, as the same may be varied in
that member state by any measure implementingribgpBctus Directive in that member state, the esgiwa “Prospectus Directive” means
Directive 2003/71/EC (and amendments thereto, @iolyithe 2010 PD Amending Directive, to the extemtlemented in the Relevant Memt
State), and includes any relevant implementing oresis the Relevant Member State, and the expne$8@10 PD Amending Directive”
means Directive 2010/73/EU.

We have not authorized and do not authorize thenmgalf any offer of securities through any finandmermediary on their behalf, other
than offers made by the underwriters with a viewh®final placement of the securities as contetaeglan this prospectus. Accordingly, no
purchaser of the securities, other than the undemsy is authorized to make any further offertad securities on behalf of us or the
underwriters.

United Kingdom

Each underwriter has represented and agreed

(a) it has only communicated or caused to be conated and will only communicate or cause to bemamicated an invitation
inducement to engage in investment activity (witthie meaning of Section 21 of the FSMA) receivedt ity connection with the issue
sale of the shares of our common shares in ciramoss in which Section 21(1) of the FSMA does paiyato us; and

(b) it has complied and will comply with all appdiele provisions of the FSMA with respect to anythitone by it in relation to tF
shares of our common shares in, from or otherwigelving the United Kingdom.
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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 Stafiegsn us or to enforce both in the United Statesarside the United States judgments against
us obtained in U.S. courts in any action, includiagions 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 judgmentsinbthin U.S. courts, including judgments
predicated upon the civil liability provisions ¢fet 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 federsécurities laws of the United States or (ii) erti@roriginal actions brought in Luxembourg
courts against us predicated upon the federal giesuaws of the United States.

We have been advised by our Luxembourg counsethiedtnited States and Luxembourg are not currdrdiynd by a treaty providing
for reciprocal recognition and enforcement of juégs, other than arbitral awards rendered in eivdl commercial matters. According to such
counsel, an enforceable judgment for the paymentasfies rendered by any U.S. federal or state dmsed 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 enforcemeawicpedings in Luxembourcexequatun by requesting enforcement of the U.S. judgment by
the District Court (Tribunal d’Arrondissementpursuant to Section 678 of the New LuxembourgeCafdCivil Procedure. 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 UnitedeStat

. the U.S. court awarding the judgment has jurisdicto adjudicate the respective matter under apiplicU.S. federal or sta
jurisdictions rules, and that jurisdiction is reagged by Luxembourg private international and Idaal;

. the U.S. court has applied to the dispute the aukige law which would have been applied by Luxenrgacourts;
. the principles of natural justice have been condpligh;

. the U.S. judgment does not contravene internatipuablic policy or order as understood under theslafilLuxembourg or has been
given in proceedings of a criminal natu

. the U.S. court has acted in accordance with its pscedural laws; an

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

In practice, Luxembourg courts now tend not toeevthe merits of a foreign judgment, although theneo clear statutory prohibition of
such review.
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EXPENSES RELATED TO THIS OFFERING

Set forth below is an itemization of the total expes, excluding underwriting discounts, commissems structuring fees, that we expect
to incur in connection with this offering. With tlegception of the SEC registration fee, the Finalncidustry Regulatory Authority, or FINRA,
filing fee and the NYSE listing fee, all amounts astimates.

SEC Registration Fe $  7,95C
NYSE Listing Fee 250,00(
FINRA Filing Fee 7,40(
Printing Expense 48,50(
Legal Fees and Expens 1,250,001
Accounting Fees and Expen: 575,00(
Transfer Agent Fees and Expen 3,50(C
Miscellaneou: 107,65(

Total $2,250,00!
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LEGAL MATTERS

The validity of the common shares offered by thisspectus, the matter of enforcement of judgmentsikembourg and Luxembourg
tax considerations will be passed upon for us byelns & Loeff, Advocats a la Cour. United Statesalegatters related to this offering and
certain matters relating to U.S. federal incometiax will be passed upon for us by Vinson & Elkink.P., Houston, Texas. Baker Botts
L.L.P., Houston, Texas will pass upon certain leggatters in connection with the offering on beludilithe underwriters.

EXPERTS

The consolidated financial statements of Pacifitlibg S.A. and Subsidiaries as of December 31,8i4d 2009, and for each of the
years in the thre-year period ended December 31, 2010 and the pemempany only balance sheet of Pacific Drilling Sa& of March 11,
2011, have been included herein and in the registratatement in reliance upon the reports of KPM®, independent registered public
accounting firm, and Ernst & Young LLP, independesgistered public accounting firm, appearing elsen® herein, and upon the authority of
said firms as experts in accounting and auditing.

The consolidated financial statements of Transo&eaauific Drilling Inc. at December 31, 2010 and 208nd for each of the three years
in the period ended December 31, 2010, appearittysrProspectus and Registration Statement ofiPdwilling S.A., have been audited by
Ernst & Young LLP, independent registered publiccamting firm, as set forth in their report therexppearing elsewhere herein, and are
included in reliance upon such report given onatihority of such firm as experts in accounting anditing.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statenmenEorm F-1 under the Securities Act of 1933 dmadrtiles and regulations
promulgated thereunder with respect to the comrhanes offered hereby. For the purposes of thisssgdhe term “registration statement”
means the original registration statement and adyadl amendments thereto including the scheduidseahibits to the original registration
statement or any amendment. This prospectus daeontin all of the information set forth in thegistration statement we have filed with
SEC. For further information regarding us and themon shares offered by this prospectus, you shewiéw the full registration statement,
including the exhibits attached thereto. The regisgin statement, including its exhibits and scheslumay be inspected and copied at the
SEC’s Public Reference Room at 100 F Street, NMashington, D.C. 20549. You may obtain informationthe operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0BB8 SEC maintains a websitht{p://www.sec.goy that contains reports, proxy and
information statements and other information regeydegistrants that file electronically with th&S.

Immediately upon completion of this offering, wellMdecome subject to periodic reporting and otinéorimational requirements of the
Exchange Act applicable to foreign private issu@xordingly, we will be required to file reporiacluding annual reports on Form 20-F, and
other information with the SEC. As a foreign prizédsuer, we are exempt from the rules of the BExgba\ct prescribing the furnishing and
content of proxy statements to shareholders amd 8ection 16 short-swing profit reporting for odficers and directors and for holders of
more than 10% of our common shares.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

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

Assets:

Cash and cash equivalel

Restricted cas

Accounts receivab—other

Accrued interest on promissory notes from Jointtuer

Materials and supplie

Deferred financing cos

Deferred taxe

Prepaid expenses and other current a
Total current asse

Property and equipment, r

Investment in Joint Ventul

Notes receivable from Joint Ventt

Restricted cas

Deferred financing cos

Other asset
Total asset

Liabilities and shareholders equity:

Accounts payabl

Accrued expense

Current portion of lon-term deb

Accrued interest payab

Derivative liabilities, curren

Current portion of deferred reven

Total current liabilities

Long-term debt, net of current maturiti

Deferred taxe

Deferred revenu

Other lon¢-term liabilities

Total lon¢-term liabilities
Commitments and contingenci
Shareholder equity:

Common shares, $0.01 and $0.001 par value, 5,00000 and 2,000,000 shares authorized,
210,000,000 and 1,920,761 shares issued and aditseas of June 30, 2011 and December 31, .
respectively

Additional paic-in capital

Accumulated other comprehensive i

(Accumulated deficit) retained earnin

Total shareholde’ equity
Total liabilities and sharehold¢ equity

See accompanying notes to unaudited condensedlaied financial statements.
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December 31

June 30,
2011 2010

(unaudited)
$ 181,53: $ 40,30°
25,48¢ 6,981
21,05: 17,527
— 5,48\
26,60: 7,95¢
13,20( 12,05¢
764 764
15,31¢ 3,11«
283,95! 94,19
2,886,02. 1,893,42!
— 46,83:
— 139,88
88,46¢ 54,69t
41,49 42,89:
25,45¢ 27
$3,325,38! $2,271,94
$ 17,30 $ 6,77
10,84: 9,42¢
50,00( 50,00(
6,77( 12,51(
21,06¢ —
14,85 1,00¢
120,83: 79,71t
881,00( 400,00(
— 42C
57,33 11,94¢
9,96 4,661
948,30( 417,02°
2,10( 2
2,292,09! 1,697,60:
(25,396 (13,45%)
(12,54%) 91,05¢
2,256,25! 1,775,20
$3,325,38! $2,271,94!
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Condensed Consolidated Statements of Operatiol

(in thousands, except share and per share informatn) (unaudited)

General and administrative expenses
Depreciation expens

Operating los:
Equity in earnings of Joint Ventu
Interest income from Joint Ventu
Interest expens
Other income (expens

(Loss) income before income tay
Income tax benef

Net (loss) incom

(Loss) earnings per common share, basic and di(iMete 7)
Weighted average number of common shares, basidianed (Note 7'

See accompanying notes to unaudited condensedlictaiied financial statements.

F-3

Six Months Ended June 30

$

2011

(23,81%)

(316)

(24,129)
18,95¢
49E
(305)

1,162

(3,82))
40¢

$ (3419

$

(0.02)
178,839,77

$

2010

(7,822)

(179)

(7,995)
23,32t
961

(214)

(12¢)

$
$

15,94¢
20

15,96¢

0.11
150,000,00
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Condensed Consolidated Statements of Comprehensiveeome (L0sSS)
(in thousands) (unaudited)

Net (loss) incomt

Other comprehensive income (los
Unrecognized gain (loss) of Joint Venture derivafivstrument:
Recognized gain of Joint Venture derivative instenits

Unrecognized loss on derivative instrume
Total other comprehensive lo
Total comprehensive lo:

See accompanying notes to unaudited condensedlictaiied financial statements.
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Six Months Ended June 30

2010
2011
$ (3,419 $ 15,06¢
72¢ (23,35()
2,99¢ 6,10z
3,71¢ (17,249
(25,39¢) —
(21,680) (17,249
$ (25,099 $ (1,279
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Condensed Consolidated Statements of Sharehold’ Equity

(in thousands, except share amounts) (unaudited)

Accumulated Retained
Common shares other earnings
Additional comprehensive (accumulatec
Shares Amount paid-in capital income (loss) deficit) Total equity
Balance at December 31, 2C 1920,76. $ 2 $1,697,60i $ (13,45) $ 91,05¢ $1,775,20
Restructuring share issuance, 148,079,23 1,49¢ (1,499 — — —
Issuance of common shares, 60,000,00! 60C 574,88! — — 575,48!
Contribution from sharehold: — — 142,75¢ — — 142,75¢
Other comprehensive loss from Joint Vent — — — 3,71¢ — 3,71¢
Net income prior to Joint Venture inter
assignmen — — — — 9,13t 9,13t
Joint Venture interests assigned to shareh¢ — — (124,92() 9,74z (100,190 (215,36%)
Shar-based compensation liability modificati — — 2,29( — — 2,29(
Shar-based compensatic — — 97t — — 97t
Other comprehensive lo — — — (25,396 — (25,396
Net loss subsequent to Joint Venture inte
assignmen — — — — (12,54%) (12,549
Balance at June 30, 20 210,000,00 $2,10C $2,292,090 $ (25,39 $ (12,549 $2,256,25!

See accompanying notes to unaudited condensedlatied financial statements.
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Condensed Consolidated Statements of Cash Flo
(in thousands) (unaudited)

Six Months Ended June 30

2011 2010
Cash flow from operating activities:
Net (loss) incomt $ (3419 $ 15,96¢
Adjustments to reconcile net (loss) income to @mshcused in operating activitie
Interest income from Joint Ventu (49%) (961)
Depreciation expens 31€ iL7E
Equity in earnings of Joint Ventu (18,95 (23,32
Deferred income taxe (66¢€) (14¢)
Shar-based compensation expel 2,60¢ 41C
Changes in operating assets and liabilii
Accounts receivabl- other (3,525 —
Materials and supplie (18,64¢) (44)
Prepaid expenses and other as (34,08¢) (411)
Accounts payable and accrued expetl 8,73¢ 49
Deferred revenu 59,22¢ —
Net cash used in operating activit (8,909 (8,28¢)
Cash flow from investing activities:
Capital expenditure (989,489 (225,95)
Restricted cash depos (52,279 (52)
Net cash used in investing activiti (1,041,75) (226,00:)
Cash flow from financing activities:
Proceeds from issuance of common shares 575,48! —
Proceeds from lor-term debt 506,00( —
Payments on lor-term debi (25,000 —
Deferred financing cos (6,809 —
Proceeds from relat-party loan 142,20! 235,31.
Net cash provided by financing activiti 1,191,88 235,31
Increase in cash and cash equival 141,22¢ 1,021
Cash and cash equivalents, beginning of pe 40,301 7,42F
Cash and cash equivalents, end of pe $ 181,53 $  8,44¢

See accompanying notes to unaudited condensedlatied financial statements.
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Note 1—Nature of business

Pacific Drilling S.A. and its subsidiaries (“PacifDrilling,” the “Company,” “we,” “us” or “our”) isan international offshore drilling
company committed to becoming a preferred providerdtra-deepwater drilling services to the oil aratural gas industry through the use of
high-specification drillships. Our primary businésso contract our ultra-deepwater drilling rigslated equipment and work crews, primarily
on a dayrate basis, to drill wells for our custosner

Pacific Drilling S.A. was formed as a Luxembourgpmaration 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 as the “Restrirgut In connection with the
Restructuring, our Predecessor was contributedatbaly owned subsidiary of the Company by a subsjdof Quantum Pacific International
Limited, a British Virgin Islands company and pareampany of an investment holdings group (the ‘“Quan Pacific Group”). The Company
did not engage in any business or other activjiies to the Restructuring except in connectiorhvii¢ formation and the Restructuring. The
Restructuring was limited to entities that wereualtler the control of the Quantum Pacific Group iémdffiliates, and, as such, the
Restructuring was accounted for as a transactiomdas entities under common control.

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”), 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 Groupictviis referred to as the “TPDI Transfer,” to erathle Company to focus on the operation
and marketing of the Company’s wholly-owned flé&t.a result, neither the Company nor any of itssgliaries currently owns any interest in
TPDI.

Note 2—Significant accounting policies

Basis of presentatior—Our accompanying unaudited condensed consolidataddial statements have been prepared in acccedaitlo
accounting principles generally accepted in thetéthStates of America (“GAAP”) for interim finantiaformation and Article 10 of
Regulation S-X of the Securities and Exchange Casion. Pursuant to such rules and regulationsetfieancial statements do not include all
disclosures required by GAAP for complete finansialtements. The condensed consolidated finartei@sents reflect all adjustments, which
are, in the opinion of management, necessary fair @aresentation of financial position, resultsoperations and cash flows for the interim
periods. Such adjustments are considered to b&ofraal recurring nature unless otherwise iderdift@perating results for the six months
ended June 30, 2011 are not necessarily indicefitiee results that may be expected for the yedingnDecember 31, 2011 or for any future
period. The accompanying condensed consolidateadial statements and notes should be read in mctign with the audited consolidated
financial statements and notes of the Companyh®rear ended December 31, 2010 and the parentacgnomly balance sheet and notes of
Pacific Drilling S.A. as of March 11, 2011.

The Restructuring is a business combination otiestunder common control. As such, the consolilfiteancial statements of Pacific
Drilling S.A. at June 30, 2011 are presented uslieghistorical values of the Predecessor’s findrste&ements on a combined basis. The
financial statements for the six months ended 3011 and 2010 present the results of the Coyngadh its subsidiaries as if Pacific
Drilling S.A. was formed and the Restructuring weaspleted on January 1, 2010.
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Notes to Condensed Consolidated Financial StatemenfUnaudited—(Continued)

Principles of consolidation—The consolidated financial statements includesit@unts 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 significaffitience over an entity that does not meet the gimterest entity criteria or meets the
variable interest entity criteria, but for which a&ee not deemed to be the primary beneficiary. WMeirate all intercompany transactions and
balances in consolidation.

We currently are party to a Nigerian joint ventuPagific International Drilling West Africa Limite@fPIDWAL”"), which is fully
controlled and 90% owned by us with 10% owned byoeh Offshore Services Limited (“Derotech”), avptely-held Nigerian registered
limited liability company. Derotech will not accrtiee economic benefits of its interest in PIDWALess and until it satisfies certain
outstanding obligations to us and a certain plasgancelled by us. Accordingly, we consolidatePADWAL interests and no portion of
PIDWAL's operating results is allocated to the namtrolling interests.

Derivatives—We apply cash flow hedge accounting to intereist savaps that are designated as hedges of thdwisyiaf 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 omala¢ive cumulative changes in fair
value between the derivative contract and the hetdgen over time. Any change in fair value resgtinom ineffectiveness is recognized
immediately in earnings. Hedge accounting is ditooled prospectively if it is determined that thexidative is no longer effective in offsetti
changes in the cash flows of the hedged item.

For interest rate hedges related to interest roiried to construct fixed assets, other comprekenstome is released to earnings as
interest expense is accrued on the underlying elbtinterest rate hedges related to interestalargt in the construction of fixed assets, other
comprehensive income is released to earnings aast®t is depreciated over its useful life.

Subsequent events—We have evaluated subsequent events through tbetaafinancial statements were issued. See Nbte 1

Recently issued accounting standards

Fair value measurements and disclosure—In May 2011, the FASB issued an accounting statglapdate that changes the wording
used to describe many of the requirements in GA&Rrfeasuring fair value and for disclosing inforimatabout fair value measurements.
Some of the amendments included in this updatétgrded to clarify the application of existingrfaalue measurement requirements.

This update is effective for annual periods begigrafter December 15, 2011. We do not expect thiaddoption will have a material
effect on the disclosures contained in our notetwsolidated financial statements.

Other comprehensive income—In June 2011, the FASB issued an accounting stdedgdate that eliminates the current option to
report other comprehensive income and its compariarthe statement of changes in equity. An ety elect to present items of net income
and other comprehensive income in one
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continuous statement or in two separate consecstatements. Each component of net income andaanponent of other comprehensive
income together with totals are required to beldiggd under either alternative.

This update is effective for public entities adteé beginning of a fiscal year that begins aftecéeber 15, 2011. As we present a
separate statement of comprehensive income, mslatd will not have an impact on our consolidditeahcial statement presentation.

Note 3—Property and equipment
Property and equipment consists of the followingfa

December 31

June 30,
2011 2010
(In thousands)
Drillships and related equipme $2,882,43 $1,890,44:
Other property and equipme 4,434 3,50¢
Property and equipment, cc 2,886,86! 1,893,95:
Accumulated depreciatic (84%) (529)
Property and equipment r $2,866,02, $1,893,42!

As of June 30, 2011, total remaining commitmenideurthe construction contract for tRacific Santa Ané $282 million, which is
expected to be paid in 2011. On March 15, 2011Ciwapany entered into contracts with Samsung Haadwystries (“SHI”) for the
construction of its fifth and sixth advanced-cafighiultra-deepwater drillships, tHeacific Khamsirand thePacific Sharay, which are
expected to be delivered in the second quartettdardiquarter of 2013, respectively. The SHI coctsdor thePacific Khamsirand thePacific
Sharavprovide for an aggregate purchase price of apprataiy $1.0 billion for the acquisition of these twessels, payable in installments
during the construction process, of which we haeelenpayments of $50 million through June 30, 20¢& anticipate making payments of
approximately $75 million during the remainder 6fl2, approximately $224 million in 2012 and appnoaiely $646 million in 2013.

On June 20, 2011, we paid SHI $2.0 million for atian to construct a seventh ulaepwater drillship at the same price and othend
and conditions as the contracts for Becific Khamsirand thePacific Sharav, subject to a price increase of not more thanSllion and
certain adjustments to compensate for foreign enghaate fluctuations. The option is valid untilt@zer 31, 2011. If we elect to exercise this
option, the $2.0 million we paid to SHI for the mpt will be applied towards the contract price log seventh vessel.

During the six months ended June 30, 2011 and 28&0Company deferred certain drillship paymentenmamendments of the original
construction contracts. Per the amendments, irttacesues at a rate of six percent per annum. Quha six months ended June 30, 2011 and
2010, we capitalized interest costs of $36.4 milémd $37.2 million, respectively on assets undestruction related to interest incurred on
deferred construction payments, the related-pagy Bnd long-term debt.

Note 4—Investment in and loans to Joint Venture

The Company owned a 50% interest in TPDI thatdésmed in our consolidated financial statementsugh the date of assignment to a
subsidiary of the Quantum Pacific Group on MarchZl1. The Joint Venture was formed with Transnd@&shore International Ventures
Limited (“TOIVL") to construct, own, and
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operate or charter two deepwater drillships, nathe®hirubai Deepwater KG1*KG1") and Dhirubai Deepwater KGZ‘KG2"). Until the
formation of the Joint Venture, both drillships @nadonstruction were owned by the Compaf@.1 started operating in July 2009 ak&2
started operating in March 2010.

We determined that the Joint Venture meets ther@ibf a VIE as TPDI’s equity investment at ris&ksanot sufficient for the entity to
finance its activities without additional subordie@ financial support. We also determined that Soaean was the primary beneficiary for
accounting purposes since Transocean a) had thergowlirect the marketing and operating activjtiesich were the activities that most
significantly impact TPDI's economic performanceldr) had the obligation to absorb losses or thit tig receive benefits that could
potentially be significant to the VIE. As a resulie accounted for TPDI as an equity method investrimeour consolidated financial
statements.

The Joint Venture Shareholders entered into pranyssote agreements with TPDI to fund the Jointtdem The promissory notes
accrued interest at LIBOR plus 2% per annum withissnnual interest payments.

The Joint Venture entered into interest rate swapgh are designated as cash flow hedges of theefinterest payments on variable
rate borrowings under its bank credit facilitieseduce the variability of cash interest paymente Company recorded its 50% share on these
interest rate swaps in its consolidated finandgtesnents.

In April 2010, Transocean Inc. (“Transocean”) anel Company entered into a letter of credit fee @ment whereby Transocean agreed
to provide a letter of credit as needed for purpadel PDI's compliance with terms under its bank credit fgciln return, the Company agre
to pay Transocean its 50% share of a 4.2% per arfieeron the required letter of credit amount. Dgitime six months ended June 30, 2011
2010, the Company incurred $0.3 million and $0.Riom, respectively, of fees related to this agreetrthat 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@ryhe Quantum Pacific Group. The TPDI interestgehbeen assigned on March 31, 2011,
which date was used for convenience after our ceimh that there were no material intervening @atisns between March 30, 2011 and
March 31, 2011. The assignment was recorded arsgpted as a dividend in-kind within our consoliddiaancial statements.

Summarized TPDI consolidated balance sheets dadlaws:

December 31
March 31,
2011 2010
(In thousands)

Balance shee

Current asset $ 193,47¢ $ 203,95
Property and equipment, r 1,421,21! 1,430,96:
Other asset 8,957 11,06¢

Total asset $1,623,65. $1,645,98.
Current liabilities $ 275,02 $ 282,96¢
Long-term liabilities 1,216,01! 1,274,52.
Shareholder equity 132,61¢ 88,49(

Total liabilities and sharehold¢ equity $1,623,65. $1,645,98.

F-10



Table of Contents
Index to Financial Statements

PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemenfUnaudited—(Continued)

Summarized TPDI consolidated results of operatayesas follows:

For the six
For the three months endec
months ended
March 31, 201 June 30, 201/

(In thousands)
Income statemen

Operating revenue $ 90,41 $ 134,42:
Operating expenst 35,49: 59,59¢
Operating incom 54,92: 74,82
Interest expense, n 13,95¢ 23,98(
Other expens 99 81
Income before income tax 40,86¢ 50,76
Income tax expens 4,16¢ 5,931
Net income $ 36,69¢ $  44,83(
Note 5—Debt

A summary of debt is as follows:

December 31
June 30,
2011 2010
(In thousands)

Bora Term Loan, due within one ye $ 50,00( $ 50,00(
Bora Term Loan, lor-term deb! $375,00( $ 400,00(
Mistral Term Loan, lon-term debi 200,00( —
Scirocco Term Loan, lor-term debi 200,00t —
Santa Ana Term Loan, lo-term debt 106,00( —
Total lon¢-term debt 881,00( 400,00(
Total debi $931,00( $ 450,00(

In September 2010, Pacific Bora Ltd., Pacific Mastrtd., Pacific Scirocco Ltd., and Pacific SantaaALtd. (collectively, the
“Borrowers”), and Pacific Drilling Limited (as tH&uarantor”) (collectively, the “Borrowing Group8ntered into a project facilities agreen
with a group of lenders to finance the constructaperation and other costs associated withPtefic Bora, thePacific Mistral, thePacific
Sciroccoand thePacific Santa Ara (the “Original Project Facilities Agreement”). ®farch 31, 2011, in connection with the Restructgyithe
Borrowing Group amended and restated the OrigingjeBt Facilities Agreement by entering into the @dmded and Restated Project Facilities
Agreement (the “Project Facilities Agreement” oFA?) and a Charter Waiver Request Letter (“Waivetter”).

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”) thimaximum aggregate amounts available of $450anjli$500 million, $500 million and
$500 million, respectively, that collectively magtrexceed $1.8 billion. Each Term Loan consistthode tranches: one provided by a syndi
of nine commercial banks (the “Commercial Tranchet)e provided by Eksportfinans (and guaranteeth&yNorwegian Guarantee Institute
for Export Credits) (the “GIEK Tranche”) and onepided by The Export-Import Bank of Korea (the “KEBXTranche”), with maximum
aggregate amounts available of $1.0 billion, $3%50an and $450 million, respectively.
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Borrowings under each Term Loan are conditionechupe lenders’ approval of a drilling contract @spect of the applicable drillship.
As of June 30, 2011, the lenders have approveadWwargs of $450 million for each of the Bora and afina Term Loans based on a signed
drilling contract for each of the two vessels. Bhea the terms of the Waiver Letter, in the sitorativhere no drilling contract existed, the
lenders have also approved borrowings of $200anilfor each of the Scirocco and Mistral bridge karhe PFA allows that, upon either the
Pacific Scirocco Ltd. or Pacific Mistral Ltd. enitag into a drilling contract with a minimum duratiof 12 months, all additional available
amounts under the applicable Term Loan may be tamuo

Borrowings under the Term Loans bear interestatttndon Interbank Offered Rate (“LIBOR”) plus gopicable margin. Prior to the
effective date of the first drilling contract inspgect of a Drillship, the applicable margin undes televant Term Loan made available to a
Borrower is 4% per annum. Subsequent to the effectate of the first drilling contract in respetsach Borrower’s Drillship and until 12
months after delivery of all four Drillships, thp@icable margin is 3.5% per annum. Subsequen2 tmdnths after the delivery of all four
Drillships, the applicable margin is based on tloerBwing Group’s historical debt service coveraaggor. If the ratio is not greater than 125%,
the Applicable Margin is 3.5% per annum. If théaas greater than 125%, the applicable margirdisg&r annum.

Borrowings under the two bridge loans for #&cific Sciroccaand thePacific Mistralbear interest at LIBOR plus 4.75% per annum and
mature on the earlier of (i) the date on which Radlistral Ltd. or Pacific Scirocco Ltd. (as apgdible) enter into a drilling contract, (ii) the
commencement date of the Pacific Santa Ana drilfioigtract or (iii) October 31, 2011. In July 201ie Company entered into a drilling
contract for théPacific Scirocca In August 2011, the Company entered into a dglicontract for th@acific Mistral. As such, we have
classified borrowings under the two bridge loanfag-term debt because of our intent and abitityefinance the debt on a long-term basis
under our existing Scirocco Term Loan and Mistrairi Loan facilities.

The Project Facilities Agreement requires the Boas to pay a quarterly commitment fee until thd ehthe availability period on the
undrawn amounts available under the Project Faslhgreement. The commitment fee is computedeatate of 50% of the applicable mar
per annum.

The Commercial Tranche under the Term Loan Faaiifures on October 31, 2015 and the GIEK Tranalelze KEXIM Tranche eat
mature on October 31, 2019. The GIEK Tranche aa&#&XIM Tranche each contain put options exercisabGIEK and KEXIM do not
receive timely refinancing for the Commercial Traaor if the Commercial Tranche is not refinancedesms acceptable to GIEK and
KEXIM. If the GIEK and KEXIM Tranche put optionseaexercised, it would require full prepayment a&f televant GIEK and KEXIM
Tranche proportion of all loans outstanding withaay premium, penalty or fees of any kind on théunity date of the Commercial Tranche.

Amortization payments are required every six moaihs commence six months after the delivery datsoh drillship, but only if a
drilling contract has been signed by such datee@iise, amortization payments commence on thefdbitreg six months after the signing of a
drilling contract or as otherwise approved by tders. Interest is generally payable every threetihhs. The Commercial Tranche requires a
residual debt payment of $200 million at maturity €ach Term Loan. Borrowings under the Commefigiahche may be prepaid in whole or
in part with a 1% penalty on the amount prepaglith prepayment takes place within one year dfeedelivery of the fourth Drillship and no
penalty thereafter. Borrowings under the GIEK Ttaand the KEXIM Tranche may be prepaid in wholengrart with a 0.5% penalty.
Borrowings under the Project Facilities Agreemeetsubject to acceleration upon the occurrenceafits of default.
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In November 2010, Pacific Bora Ltd. borrowed thexmmum amount available under the Bora Term Loa$450 million. As of June 30,
2011, we have outstanding principal of $425 milli8B200 million, $200 million and $106 million undiére Bora Term Loan, the Mistral Term
Loan, the Scirocco Term Loan and the Santa Ana Teram, respectively. During the six months endatweJ80, 2011, the Company incurred
and capitalized interest expense of $26.1 millioritee Term Loans and commitment fees on the undeamaunts available under the PFA.

The Bora Term Loan requires us to make ten amdigizpayments of $25.0 million every six months eoemcing in April 2011, with
the residual debt payment of $200 million due iridber 2015.

The indebtedness under the Project Facilities Agese is guaranteed by the Guarantor. In conjundtiitin entering the Project Facilities
Agreement and in relation to the Guarantor’s transef 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 TRl be used to prepay or secure the Project
Facilities Agreement. The obligations of the Boressrunder the Term Loan Facility are joint and sa&lvd@ he Project Facilities Agreement is
secured by several collateral components, whiclusmal and customary for facilities of this typieesand purpose. The security provided tc
lenders is cross-collateralized across all Terrmisaand comprises assignments of refund guarardieipbuilding contracts and insurances, a
first preferred mortgage over each Drillship andeottypes of collateral.

The Project Facilities Agreement requires compkawith certain affirmative and negative covenaht tire customary for such
financings. These include, but are not limitedréstrictions on (i) the ability of each of the Bawers 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 Juneg2BQ1 and December 31, 2010, the Borrowing Gralg $1.5 billion of restricted net
assets.

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@itmaintain Guarantor liquidity and
(iv) maintain contributed equity above certain levend to meet a required level of collateral mexiance 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 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 requirentenf the Guarantor. The Project Facilities Agrertmequires that the Guarantor maintain
(i) a projected (looking forward over the followimgelve months) debt service coverage ratio oéast 1.1x through June 30, 2012 and 1.2x
thereatfter; (ii) a historical (looking back oveetpreceding twelve months) debt service coveraiye ofat least 1.1x through December 31,
2013 and 1.2x thereafter; (iii) a maximum leveregé of 65% and (iv) a minimum liquidity of $50 tion after the delivery of all four
Drillships. We were in compliance with all covenaas of June 30, 2011.

Within 60 days after the first drawdown under siliehm Loan, each Borrower is also required undePitogect Facilities Agreement to
hedge 75% of outstanding and available balancasstgiating interest rate exposure.
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The Project Facilities Agreement contains evenedéult that are usual and customary for a finapof this type, size and purpose.

As of June 30, 2011, maturities of long-term debtas follows:

Twelve months ending June 30, (In thousands;
Year ended 2012 $ 50,00(
Year ended 201 50,00(
Year ended 201 50,00(
Year ended 201 50,00(
Year ended 201 731,00(

Note 6—Shareholders’ equity

On March 11, 2011, Pacific Drilling S.A. was incorpted under the form of a société anonyme govebogedte laws of the Grand Ducl
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 assigil outstanding principal and accrued interésth® related-party loan in the
amount of $142.8 million, which was then convetie@quity in the Company by means of it being dboted as additional consideration for
the existing shares held by it as sole sharehaititre 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 subsidadrthe 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 agyeneral meeting to approve amending the Coypaticles to authorize the Board of
Directors, for a period of five years, to issueto$50,000,000 of share capital (inclusive of cotighare capital of the Company).

On April 5, 2011, Pacific Drilling S.A. completedoaivate placement of 60,000,000 common sharesdbproceeds of approximately
$575.5 million, $0.01 par value.

As of June 30, 2011, the Company’s share capitasisted of 5,000,000,000 shares authorized and@QMO0 issued and outstanding of
which approximately 71% is held by Quantum Padi@draltar) Limited.
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Note 7—Earnings per share

In computing earnings per common share, the regpatiare and per share amounts has been retroghgcéstated to reflect the
Restructuring that occurred on March 30, 2011 tiergix month period ended June 30, 2010. The baisit shares outstanding for the six
months ended June 30, 2010 is 150,000,000 comnareshThe following reflects the income and theesllata used in the basic and diluted
earnings per share computations:

For the six months ended June 30,
(in thousands, except share data)

2011 2010
Net (loss) incoms $ (3,419 $ 15,96¢
Weighted average number of common shares outsig 178,839,77 150,000,00
Basic and diluted earnings per common sl $ (0.02) $ 0.11

For the six months ended June 30, 2011, the coriputaf diluted earnings per common share exclsteses of potentially dilutive
common shares related to stock options becausestffietts are anti-dilutive. For the six months ethidune 30, 2010, the computation of
diluted earnings per common share excludes shamsentially dilutive common shares related tac&toptions because the Company
anticipated settling those stock options in cash.

Note 8—Share-based compensation

On March 31, 2011, as part of the Restructuring,Gbmpany cancelled its existing stock incentivioopplan, the Pacific Drilling
Limited 2009 Omnibus Stock Incentive Plan (the “2@lock Plan”). Further, the Board approved thatioe of the Pacific Drilling S.A. 2011
Omnibus Stock Incentive Plan (the “2011 Stock Plawhich provides for issuance of common stockansj as well as share appreciation
rights, restricted shares, restricted share unidsagher equity based or equity related awardsrextbrs, officers, employees and consultants.
The Board also resolved that 7.2 million commorrefaf Pacific Drilling S.A. be reserved and authed for issuance pursuant to the term
the 2011 Stock Plan.

In conjunction with the Restructuring and canc@laiof 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.r&pkacement awards were recorded as a
modification of an existing award. As exerciseseglacement awards will be settled in common shahes$2.3 million liability for stock
options issued under the 2009 Stock Plan on treafahodification 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@&#06 on March 31, 2011, 2012, and 2013, respdygtifée 2010 replacement
option grants and the 2011 option grants vest 288tialy over four years on March 31, 2011 and M&th2012, respectively. The 2009
replacement option grants, 2010 replacement ojgiants and the 2011 option grants were issued exantise price of $10.00 and have a 10
year contractual tern

The fair value of each option award is estimatethendate of grant using a Black-Scholes optionatbn model utilizing the
assumptions noted in the table below. Expectedilitfas 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 provideesasonable basis for estimating volatility.
The expected terms of the
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options is calculated using the simplified methedtee historical option exercise experience ofGbenpany does not provide a reasonable

for estimating expected term. The risk free interates are determined using the implied yield entty available for zero-coupon U.S.
government issues with a remaining term equalécettpected life of the options.

The fair value of the 2011, 2010 and 2009 stocioopgrants as of March 31, 2011, the date of modiion 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% 2.57% 2.4%

A summary of option activity under the 2011 Stod&rPas of and for the six months ended June 3Q1 &04as follows:

Weighted-
Average
Weighted-Average Remaining
Options Exercise Price Contractual Term
Outstanding—January 1, 2011 — $ —
Granted 2,801,311 10
Exercisec —
Cancellec — —
Forfeited or expires —
Outstandin—June 30, 201 2,801,31 $ 10 9.8
Exercisabl—June 30, 201 474,49( $ 10 9.8

There were no options exercised during the six hatded June 30, 2011 and 2010. As of June 3Q, &ital compensation costs
related to nonvested awards not yet recognizedisA$million and is expected to be recognized @/@5 years.

During the six months ended June 30, 2011 and 2@ffBpensation expense recognized related to skaedarrangement grants totaled
$2.6 million and $0.4 million, respectively, andésorded in general and administrative expensesiirtonsolidated statements of operations.

Note 9—Derivatives

Pacific Drilling is currently exposed to marketkifsom changes in interest rates. From time to time may enter into a variety
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; howdeerlccounting purposes, certain
transactions may not meet the criteria for hedgewatting.

On January 14, 2011, Pacific Drilling entered iatointerest rate swap to reduce the variabilitiutire cash flows in the interest
payments for the variable-rate debt under the RaBdra Term Loan. Pacific Drilling designated th&erest rate swap as a cash flow hedge for
accounting purposes. The interest rate swap pagd fate interest of 1.83% and receives LIBOR. ittonal amount hedges 100% of
outstanding borrowings under the Pacific Bora Teoan. The interest rate swap expires October 31520
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On February 11, 2011, Pacific Drilling entered iatointerest rate swap to reduce the variabilitfutire cash flows in the interest
payments for the variable-rate debt under the Ra8dnta Ana Term Loan. Pacific Drilling designated interest rate swap as a cash flow
hedge for accounting purposes. The interest ratg pays fixed rate interest of 2.39% and receilBOR. The notional amount hedges 100%
of outstanding commitments and borrowings undeiPeific Santa Ana Term Loan. The interest ratepsaires October 31, 2015.

On May 6, 2011, Pacific Drilling entered into areirest rate swap to reduce the variability of fatcash flows in the interest payments
for the variable-rate debt under the Pacific S@ooterm Loan. Pacific Drilling designated the ietgrrate swap as a cash flow hedge for
accounting purposes. The interest rate swap pggd fate interest of 1.87% and receives LIBOR. fibiwonal amount hedges $375 million of
outstanding commitments and borrowings under thoifie&cirocco Term Loan. The interest rate swapies October 31, 2015.

On May 31, 2011, Pacific Drilling entered into aerest rate swap to reduce the variability of feittash flows in the interest payments
for the variable-rate debt under the Pacific Mistrerm Loan. Pacific Drilling designated the intetreate swap as a cash flow hedge for
accounting purposes. The interest rate swap pagd fate interest of 1.6% and receives LIBOR. Téional amount hedges $375 million of
outstanding commitments and borrowings under ttegfiedlistral Term Loan. The interest rate swap ieep October 31, 2015.

The table below provides data about the fair vabfeferivatives that are designated as hedge msinis as of June 30, 2011 and
December 31, 2010:

Derivative Assets
(in thousands)
Derivatives designated as hedging instruments Balance sheet location June 30, 201 December 31, 201

Long-term—Interest rate sway Other asse $ 3,29i $ —

Derivative Liabilities
(in thousands)

Derivatives designated as hedging instruments Balance sheet location June 30, 201 December 31, 201
Short-term—Interest rate swaps Derivative liabilities, curren $ 21,06¢ $ —
Long-term—Interest rate sway Other lon¢-term liabilities $ 5,96 $ —
Total $ 27,03¢ $ —

As of June 30, 2011, the Company expects to réflasset loss of $11.6 million into earnings wittthe next twelve months.

The following table summarizes the cash flow hegai@s and losses and their locations on the cafegelil balance sheet as of June 30,
2011 and consolidated statements of operationth&osix months ended June 30, 2011 and 2010 (us#rals):

Amount recognized in income

Amount reclassified (ineffective portion and
Amount of gain (loss) from accumulated OCI into amount excluded from
recognized in equity income effectiveness testing)
Derivatives in cash flow 2011 2010 2011 2010 2011 2010
hedging relationships
Interest rate sway $ (25,39¢) $ — $ — $ — $ — $ —

For the six months ended June 30, 2011, there Ibese no amounts reclassified from accumulated ai@prehensive income into
income as the hedged item, interest, has not E@gnized in earnings as such amounts are capilaiithin assets under construction.
Additionally, for the six months ended June 30,201
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there have been no ineffective amounts recognizéttome resulting from our hedge effective measamts. The Company did not have
derivative hedge instruments in 2010.

There were no undesignated hedging derivativeungnts as of June 30, 2011 and December 31, 2@lfbathe six months ended
June 30, 2011 and 2010.

Note 10—Fair value measurements

We have estimated fair value by using appropriataation methodologies and information availablenemagement as of June 30, 2!
and December 31, 2010. Considerable judgment igrextjin developing these estimates, and accorgliegtimated values may differ from
actual results.

The estimated fair value of accounts receivablepants payable and accrued expenses approximaiesanrying value due to their
shortterm nature. Additionally, the estimated fair vabfecurrent and noncurrent restricted cash appratéshits carrying value as it consists
cash and cash equivalent balances. The estimatadbfae of our Project Facilities Agreement depprximates 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:

June 30, 2011
Fair value measurements using
Carrying Value Level 1 Level 2 Level 3
(in thousands)

Assets:

Interest rate sway $ 3,297 — 3,291 —
Liabilities:

Interest rate sway $ 27,030 — 27,03: —

We use an income approach to value assets anlitiésbior outstanding interest rate swaps. Thesgracts are valued using a discout
cash flow model that calculates the present vafdetore cash flows under the terms of the consrasing market information as of the
reporting date, such as prevailing interest ratee. determination of the fair values above incoapes various factors, including the impact of
the counterparty’s non-performance risk with respethe Company’s financial assets and the Conmpamnperformance risk with respect
the Company’s financial liabilities. The Companys et elected to offset the fair value amountsgeced for multiple derivative instruments
executed with the same counterparty, but reporhtgeoss on its consolidated balance sheets.

Refer to Note 9 for further discussion of the Compa use of derivative instruments and their fatues.

Note 11—Related-party transactions

As presented in our consolidated financial stateémand described in Note 6, the Company had aecklaarty loan payable. During the
six months ended June 30, 2011 and 2010, the Confmarowed $142.2 million and $235.3 million andgitalized interest expense of $0.6
million and $27.4 million on the related-party Ioaespectively. On March 23, 2011, all outstandiglgted—party loan principal and accrued
interest, in the amount of $142.8 million, was certied into equity of Pacific Drilling Limited.
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As presented in our consolidated financial statémand described in Note 4, the Company enteredpirtmissory note agreements with
TPDI and Transocean to fund TPDI. The promissotgsiaccrue interest at LIBOR plus 2% per annumofAkine 30, 2011 and December 31,
2010, promissory notes to the Joint Venture werar@0$139.9 million, respectively. During the sinmths ended June 30, 2011 and 2010, the
Company recorded related-party interest income fiteenJoint Venture of $0.5 million and $1.0 million the promissory notes, respectively.
As of June 30, 2011 and December 31, 2010, theiaddnterest receivable on these promissory noéess$9 and $5.5 million, respectively.

The Company executed a noncancelable operating ieé®eptember 2009 for office space in Singapara fperiod of 28 months with
Tanker Pacific Management (Singapore) PTE Ltd. (Kea Pacific”), which may be considered an affédicompany. During the six months
ended June 30, 2011 and 2010, rent expense unslézdle was $0.1 million and $0.2 million, respaty. The Company also has an
agreement with Tanker Pacific for the use of theises of certain Tanker Pacific employees on aha@zlbasis. During the six months ended
June 30, 2011 and 2010, expenses for the senidemn&er Pacific employees used by the Company wihie arrangement were $0.1 million
and $0.3 million, respectively.

On March 30, 2011, we transferred our equity irgeie 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 will provide day-to-day oversight anamagement services with respect to the Quantunfi®&ebup’s equity interest in TPDI fc
a fee of $4,000 per drillship per day, or $8,000¢=y. Unless terminated earlier in accordance itstterms, the management agreement will
remain in full force and effect in perpetuity. Dagithe six months ended June 30, 2011 and 201(agearent fee income of $0.7 million and
$0, respectively, was recorded in other income €asp) within our consolidated statements of opmmnati

The joint venture agreements relating to TPDI pilevQuantum Pacific Group with a put option thabwal 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 amendneethe Project Facilities Agreement, a
subsidiary of the Quantum Pacific Group guaranteetle lenders that any proceeds from the exeofiiee put option relating to the equity
interest in TPDI will be used to prepay or sectieeAmended Project Facilities Agreement. In consitien for this guarantee, we agreed to
pay the Quantum Pacific Group a fee of 0.25% pauanon the outstanding borrowings on the Projeciliias Agreement. During the six
months ended June 30, 2011 and 2010, guaranteeff$8<% million and $0, respectively, were recatde property and equipment as
capitalized interest costs.

We have marketing and logistic services agreemeitiisDerotech, a Company which may be consideredffifate. During the six
months ended June 30, 2011 and 2010, we incuresdofe$0.7 million and $0 under the marketing agistic services agreements,
respectively.

In connection with the Pacific Santa Ana and theifRaBora contracts with Chevron, the Quantum Ra&roup has guaranteed, subject
to certain excuses from guarantee, prompt and ppgéormance by us of all obligations under thi#lidg contract. The Quantum Pacific
Group guarantee to Chevron includes any paymemsalChevron, indemnification with respect to certatellectual property, satisfaction of
any patent infringement judgment and a provisiosustitute a drilling unit if one is available sabstantially similar terms and tRacific
Santa Anaor thePacific Borais rendered unavailable.
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Note 12—Supplemental cash flow information
During the six months ended June 30, 2011 and 204 @aid income taxes of $0.3 million and $0, retipely.

Capital expenditures in our consolidated statemeitsish flows include the effect of changes imaed capital expenditures, which i
capital expenditures that were accrued but unpggieérod end. We have included these amounts iowatts payable, accrued expenses and
accrued interest in our consolidated balance slaset$ June 30, 2011 and 2010. During the six nsatided June 30, 2011 and 2010, capital
expenditures excludes the effects of changes iruadaapital expenditures of $(3.6) million and $3@illion in our consolidated statement:
cash flows, respectively.

During the six months ended June 30, 2011 and 2@d®cash amortization of deferred financing ctstaling $7.1 million and $0,
respectively, were capitalized to property and popgint. Accordingly, these amounts are excluded ftapital expenditures in our consolidz
statements of cash flows for the six months endee 30, 2011 and 2010.

Note 13—Liquidity

The Compan'’s funding has been provided to date through a coatibn of borrowings from affiliated entities ardrd party lenders
equity contributions from and issuances to our piaaed our private placement of 60,000,000 comnhames for net proceeds of approxima
$575.5 million. The Company’s liquidity requiremsmelate to ongoing significant funding investmentthe newbuild ultra-deepwater
drillships, servicing debt, funding working capitafuirements and maintaining adequate cash restmnmitigate the effects of fluctuations in
operating cash flows.

During 2010 and 2011, the Company took deliverthoée of its ultra-deepwater drillships and expéctsike delivery of the other ultra-
deepwater drillship in 2011. For each of those fdtra-deepwater drillships, the Company has setdri#ling contracts. Additionally, the
Pacific Boracommenced drilling operations in August 2011 andeweect the three other ultra-deepwater drillskdpsommence drilling
operations throughout the remainder of 2011 arat poi the end of the first quarter of 2012.

Primary sources of funds for the Company’s sharitkquidity needs will be cash flow from operat®ravailable cash balances and
borrowings under the Project Facilities Agreemé&hie Company’s liquidity needs fluctuate dependingacumber of factors, including,
among others, demand for services, dayrates retaive operating costs.

The Company believes that borrowings under theeletdjacilities Agreement together with cash on heamdl cash flows from operations
will provide sufficient liquidity over the next tusee months to fund the Company’s working capitaa® debt repayments, and anticipated
capital expenditures, including progress paymeamtsife Company’s ultra-deepwater drillship congiarcprojects.

The Company’s ability to meet long-term liquidigquirements will depend in large part on our fujpeeformance, which is subject to
many factors beyond our control, as well as oulitalto secure additional financing for tiRacific Khamsirand thePacific Sharav.

Note 14—Subsequent events

On July 13, 2011, we entered into a temporary Stahetter of Credit (“SBLC") facility to support éhTemporary Importation (“T1")
bond for thePacific Borarequired in Nigeria. Under the SBLC facility, a testof
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Credit (“LC") was issued for the benefit of CitidaNigeria denominated in the Nigerian currency,rflain the amount of approximately $96
million. This LC provides credit support for the Bond that was issued by Citibank Nigeria in fasbthe Government of Nigeria Customs
Service in connection with the entry of tRacific Borainto Nigerian territorial waters. The SBLC facilityill expire after a one-year period

and will be renewable for additional one-year telrased on the initial contract term of each ve$3et.obligations under the temporary SBLC
facility are secured by a $50 million cash depasi a guaranty from the Quantum Pacific Group.

In August 2011, the Company secured a drilling @aritwith a subsidiary of Petroleo Brasileiro Sféy.thePacific Mistral.

In September 2011, the Company converted the $2il6mScirocco bridge loan into borrowings undketScirocco Term Loan.
Additionally, the Company borrowed $175 millionfinche remaining amount available under the Scirdaon Loan.
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The Board of Directors
Pacific Drilling S.A.:

We have audited the accompanying balance sheetaifid®Drilling S.A. (the Company) as of March 2011. This financial statement is
the responsibility of the Company’s management. @sponsibility is to express an opinion on thigficial statement based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversighti8q&@nited States). Those
standards require that we plan and perform thet amdibtain reasonable assurance about whethdxalhace sheet is free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and disids in the balance sheet, assessing the
accounting principles used and significant estisiatade by management, as well as evaluating thalblsalance sheet presentation. We
believe that our audit provides a reasonable Basisur opinion.

In our opinion, the balance sheet referred to alppesents fairly, in all material respects, thaficial position of Pacific Drilling S.A. as
of March 11, 2011, in conformity with U.S. geneyadiccepted accounting principles.

/sl KPMG LLP

Houston, Texas
August 15, 2011
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Assets:
Cash and cash equivalel
Total current asse
Liabilities and shareholder' s equity:
Amount due to affiliate
Total current liabilities
Shareholde' s equity:

Common shares, no par value, 50,000 shares awhpissued and outstanding as of March 11, :

Total sharehold’s equity
Total liabilities and shareholc’s equity

See accompanying notes to financial statement.

PACIFIC DRILLING S.A.

Balance Shee
(in thousands, except share amounts)
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Note 1—Nature of business

On March 11, 2011, Pacific Drilling S.A. (“Pacifiarilling,” the “Company,” “we,” “us” or “our”)was formed as a Luxembourg comp
under the form of aociété anonymi®, among other things, facilitate a private plaeatof the Company. Pacific Drilling S.A. acts as a
holding company for Pacific Drilling Gibraltar Liteid, which acts a holding company for Pacific Dndl Limited. Following March 11, 2011,
the company became the indirect sole shareholdeacfic Drilling Limited in exchange for the issw@ of Pacific Drilling S.A. common
shares (Note 4).

Note 2—Summary of significant accounting policies
Basis of presentatior—Our accompanying financial statements have bequaped on a parent company only standalone basit
March 11, 2011, the formation date of the Comp&ny. fiscal year end date will be December 31.

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

Amount due to affiliate —Amount due to affiliate consists of intercompaonding received from an affiliate, which will bereinated
in our consolidated financial statements. The arhoansists of unsecured payables for funding adesmaad is non-interest bearing.

Subsequent events—We have evaluated subsequent events through tbetaafinancial statement was issued. See Note 4.

Note 3—Shareholder’s equity

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 repreed by 50,000 common shares, no par value.dl@eksareholder of the 50,000 comn
shares is Quantum Pacific (Gibraltar) Limited, whis a subsidiary of Quantum Pacific Internatidnatited.

Note 4—Subsequent events

On March 30, 2011, the Board of Pacific DrillingASresolved to split the 50,000 incorporation conmsbares into 5,000,000 comm
shares, no par value. Further, the Board resolve@@iantum Pacific (Gibraltar) Limited to become thdirect sole shareholder of all issued
Pacific Drilling Limited common shares in excharigethe issuance of 145,000,000 common sharesafi@Brilling S.A.

On March 30, 2011, the shareholder held a genesating to approve amending the Company’s Artiadeauthorize the Board of
Directors, for a period of five years, to issuetoi$50,000,000 of share capital (inclusive of catighare capital of the Company).

As of March 31, 2011, the common shares of Pabifitting S.A. consisted of 5,000,000,000 sharedatized and 150,000,000 shares
issued and outstanding with $0.01 par value.

On April 5, 2011, Pacific Drilling S.A. completedoaivate placement of 60,000,000 common sharegrfuss proceeds of $600 million,
$0.01 par value. Following completion of the prevatacement, the Company'’s share capital consite@00,000,000 shares authorized and
210,000,000 issued and outstanding of which apprateély 71% is held by Quantum Pacific (Gibraltaimited.
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Report of Independent Registered Public Accountindrirm

The Board of Directors
Pacific Drilling S.A.:

We have audited the accompanying consolidated balgineets of Pacific Drilling S.A. and Subsidiafts® Company) as of
December 31, 2010 and 2009, and the related coiaset! statements of operations, comprehensive iacsiareholder’s equity, and cash
flows for each of the years in the three-year meended December 31, 2010. These consolidatedcfedastatements are the responsibility of
the Company’s management. Our responsibility exjaress an opinion on these consolidated finastaéments based on our audits. We did
not audit the financial statements of Transoceaifiedrilling Inc. (TPDI—a 50% owned unconsolidadteévestee company). The Company’s
investment in TPDI at December 31, 2010 and 2009 $4%,832,000 and $7,975,000, respectively, arebjiisty in earnings (losses) of TPDI
was $56,307,000, $4,291,000, and $(679,000) foy¢laes ended December 31, 2010, 2009, and 20@#:atdgely. The financial statements of
TPDI were audited by other auditors whose repostiieen furnished to us, and our opinion, insofar i@dates to the amounts included for
TPDI, is based solely on the report of the othelitaus.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and diss in the financial statements,
assessing the accounting principles used and gignifestimates made by management, as well agatiraj the overall financial statement
presentation. We believe that our audits and thertef the other auditors provide a reasonabléslias our opinion.

In our opinion, based on our audits and the repiottie other auditors, the consolidated finandialesnents referred to above present
fairly, in all material respects, the financial fims of Pacific Drilling S.A. and Subsidiaries asDecember 31, 2010 and 2009, and the results
of their operations and their cash flows for eatthe years in the three-year period ended Dece®be2010, in conformity with U.S.
generally accepted accounting principles.

/sl KPMG LLP

Houston, Texas
August 12, 2011, except for notes 1 and 2 to tmsalidated financial statements as to which the gaOctober 28, 2011.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

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

Assets:

Cash and cash equivalel

Restricted cas

Accounts receivab—other

Accrued interest on promissory notes from Jointtuer

Materials and supplie

Deferred financing cos

Deferred taxe

Prepaid expenses and other current a
Total current asse

Property and equipment, r

Investment in Joint Ventul

Notes receivable from Joint Ventt

Restricted cas

Deferred financing cos

Deferred taxe
Total asset

Liabilities and shareholder's equity:
Accounts payabl
Accrued expense
Current portion of lon-term deb
Accrued interest payab
Current portion of deferred reven
Total current liabilities
Long-term debt, net of current maturiti
Relatew-party loan
Accrued interest payable on rele-party loan
Deferred taxe
Deferred revenu
Other lon¢-term liabilities
Total lon¢-term liabilities
Commitments and contingencies (Note
Shareholde' s equity
Common shares, $0.001 par value, 2,000,000 an@®28hares authorized, 1,920,761 and 805
shares issued and outstanding as of December 3Q,8® 2009, respective
Additional paic-in capital
Accumulated other comprehensive (loss) incc
Retained earning
Total sharehold’s equity
Total liabilities and shareholc’s equity

See accompanying notes to consolidated finan@ssients.
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December 31

2010 2009
$ 40307 $ 7,42¢
6,981 50
17,52 —
5,487 3,51
7,95¢ —
12,05¢ —
764 82
3,11 142
94,19 11,21¢
1,893,42! 927,55t
46,83 7,97¢
139,88: 139,88:
54,69 665
42,89 —
27 —
$2,271,94°  $1,087,29.
$ 677 $  95¢
9,42 1,40¢
50,00( —
12,51( 4,83¢
1,00¢ =
79,71 7,20¢
400,00( —
— 832,64
= 39,01
42C 82
11,94¢ —
4,661 594
417,02 872,33
2 1
1,697,60! 150,00
(13,459) 3,99:
91,05t 53,75¢
1,775,20 207,74
$2,271,94°  $1,087,29,
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Operation
(in thousands)

Years Ended December 31

2010 2009
General and administrative expenses $ (19,719 $ (8,829
Depreciation expens (399 (139
Operating los: (20,110 (8,95¢)
Equity in earnings (losses) of Joint Vent 56,30 4,291
Interest income from Joint Ventu 1,97: 2,141
Interest expens (85¢) —
Other (expense) incon (62 274
Income (loss) before income tax 37,25( (2,257)
Income tax benefit (expens 49 (31)
Net income (loss $ 37,29¢ $ (2,289
Earnings (loss) per common share, basic and dil{Nete 17) $ 0.2t $ (0.02)
Weighted average number of common shares, basidiarted
(Note 17) 150,000,00 150,000,00

See accompanying notes to consolidated finan@sgsients.
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$

2008

(1,589

(1,58¢)

(679
7,76

5,49t
E—C)

$
$

5,491

0.04

150,000,00
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Incon
(in thousands)

Net income (loss

Other comprehensive income (los
Unrecognized (loss) gain on derivative instrum
Recognized loss on derivative instrume

Total comprehensive incon

See accompanying notes to consolidated financsstents.
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Years Ended December 31

2010 2009 2008
$37,29¢ $(2,289  $5,49]
(5917) 10,36 —
(11,539  (6,37) —
(17,45() 3,99. —
$19,84¢ $ 1,70¢  $5,49]
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PACIFIC DRILLING S.A. AND SUBSIDIARIES

Consolidated Statements of Sharehold’s Equity
(in thousands, except share amounts)

Accumulated

Common shares other
Additional comprehensive
paid-in Retained
Shares Amount capital income (loss) earnings Total equity

Balance at December 31, 20 50 $ — % — — $50,54¢ $ 50,54¢

Contribution from sharehold: — — 150,00( — — 150,00(

Net income — — — — 5,491 5,491

Balance at December 31, 2C 50C — 150,00( — 56,04( 206,04(

Common shares divider 804,50( — — (D) —

Other comprehensive incor — — — 3,992 — 3,99:

Net loss — — — — (2,287 (2,287

Balance at December 31, 2C 805,00( 1 150,00( 3,997 53,75¢ 207,74¢

Contribution from sharehold: — — 655,00( — — 655,00(
Issuance of shares upon conversion of re-party

loan 1,115,76. 892,60t — — 892,60

Other comprehensive lo — — — (17,450 — (17,450

Net income — — — — 37,29¢ 37,29¢

Balance at December 31, 2C 1,920,76. $ $1,697,600 $ (13,459 $91,05¢ $1,775,20

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

(in thousands)

Cash flow from operating activities:
Net income (loss

Adjustments to reconcile net income (loss) to mshcused in operatir

activities:
Interest income from Joint Ventu
Depreciation expens
Equity in (earnings) losses of Joint Vent
Deferred income taxe
Shar-based compensation expel
Changes in operating assets and liabilii
Accounts receivab—other
Materials and supplie
Prepaid expenses and other current a:
Accounts payable and accrued expel
Deferred revenu
Net cash used in operating activit
Cash flow from investing activities:
Capital expenditure
Contributions to Joint Ventul
Proceeds from Joint Ventu
Restricted cash depos
Interest receive
Net cash used in investing activiti
Cash flow from financing activities:
Proceeds from lor-term debt
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 finan@ssients.
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Years Ended December 31

2010

$ 37,29¢

(1,979
39t
(56,30°)
(371)
65

(17,527
(7,955)
(2,972)

6,25z
12,95¢

(30,139
(883,85

(60,9&)

944,82()

450,00
(57,99%)
685,28
(69,44

1,007,84
32,88:
7,42t

$ 40,307

2009

$ (2,289

(2,149)
134
(4,29))

594

(102)
824

(7,269

(146,08;)
(37,249

(715)

184,041)

198,64!

198,64!
7,33¢

91

$ 7,42

2008

$ 5,491

(7,769

67¢

(40)
642

(990

(677,97)
(92,62()
220,28

16,19¢
(534,109

535,18t

535,18
91

g
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Consolidated Financial Statement

Note 1—Nature of operations

Pacific Drilling S.A. and its subsidiaries (“PacifDrilling,” the “Company,” “we,” “us” or “our”) isan international offshore drilling
company committed to becoming a preferred providerdtra-deepwater drilling services to the oil aratural gas industry through the use of
high-specification drillships. The Company’s priméusiness is to contract its drilling rigs, retheEguipment and work crews, primarily on a
dayrate basis, to drill wells for its customers.dADecember 31, 2010, we directly owned four uttesepwater drillships under construction.

Pacific Drilling S.A. was formed as a Luxembourgpmaration 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 as the “Restrirgut In connection with the
Restructuring, our Predecessor was contributedatbaly owned subsidiary of the Company by a subsjdof Quantum Pacific International
Limited, a British Virgin Islands company and pareampany of an investment holdings group (the ‘“Quan Pacific Group”). The Company
did not engage in any business or other activjiies to the Restructuring except in connectiorhvii¢ formation and the Restructuring. The
Restructuring was limited to entities that wereualtler the control of the Quantum Pacific Group iémdffiliates, and, as such, the
Restructuring was accounted for as a transactiomdas entities under common control. The sole $trdder of the Predecessor was
Gladebrooke Holdings Limited (“Gladebrooke”) uritlay 26, 2009, when Pacific Drilling underwent a spe in shareholder, whereby
Quantum Pacific International Limited (“Quantum’@dame the sole shareholder of the Predecessor @)\ote

The Predecessor also owns a 50% interest in Traasdeacific Drilling Inc. (“TPDI” or the “Joint Veare”), an entity incorporated in tl
British Virgin Islands on October 18, 2007 (Note e purpose of the Joint Venture is to constroxt), and operate or charter two ultra-
deepwater drillships. Following December 31, 2Ghe,Predecessor assigned its equity interest inl T¢® subsidiary of Quantum (Note 20).

Note 2—Summary of significant accounting policies

Principles of consolidation—The consolidated financial statements include tt@ants of Pacific Drilling S.A. and consolidat
subsidiaries that we control by ownership of a migjwoting interest. We apply the equity methodactounting for investments in entities
when we have the ability to exercise significaffitience over an entity that does not meet the blaiantity criteria or meets the variable
interest entity criteria, but for which we are deemed to be the primary beneficiary. We elimirditintercompany transactions and balances
in consolidation.

The Restructuring is a business combination otiestunder common control. As such, the consolilfiteancial statements of Pacific
Drilling S.A. as of December 31, 2010 and 2009 fondhe threeyear period ended December 31, 2010 are presesitegl the historical value
of the Predecessor’s financial statements on a owdtbasis. The financial statements for each@f/tars in the three-year period ended
December 31, 2010 present the results of the Coyngaah its subsidiaries as if Pacific Drilling Svas formed and the Restructuring was
completed on January 1, 2008.

Accounting estimates—The preparation of consolidated financial stateis@nconformity with accounting principles genéralccepted
in the United States of America (“GAAP”) requireamagement to make certain estimates and assumplioese estimates and assumptions
affect the reported amounts of assets and liaslitihe disclosures of contingent assets anditiabiht the balance sheet date and the amounts
of revenues and expenses recognized during thetikgpperiod. On an ongoing basis, we evaluateestimates and
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Consolidated Financial Statemen—(Continued)

assumptions, including those related to allowaonceldubtful accounts, financial instruments, dejaten of property and equipment,
impairment of long-lived assets, income taxes, stieased compensation and contingencies. We basstuates and assumptions on
historical experience and on various other facteedelieve are reasonable under the circumstatieesesults of which form the basis for
making judgments about the carrying values of asmed liabilities that are not readily apparenbfrother sources. Actual results could differ
from such estimates.

Revenue recognition—Contract drilling revenues will be recognized asned, based on contractual dayrates. In connewgitbrdrilling
contracts, we may receive revenues for preparatichmobilization of equipment and personnel orcipital improvements to rigs. Revenues
earned and incremental costs incurred directlytedléo contract preparation and mobilization areled and recognized over the primary t
of the drilling contract. Upon completion of dnilly contracts, any demobilization fees receivedrafated expenses are reported in income.
Amortization of deferred revenue is recorded otraght-line basis over the primary drilling cordtaerm, which is consistent with the general
pace of activity, level of services being providet dayrates being earned over the life of theraoht

We will record reimbursements received for the hase of supplies, equipment, personnel servicested services provided at the
request of our customers in accordance with a aontr agreement, for the gross amount billed éoctistomer, as revenues related to
reimbursable expenses. Reimbursements receivedypital expenditures are deferred and recognizedtthe primary contract term of the
drilling project. The actual cost incurred for dapexpenditure is depreciated over the estimaseduli life of the asset.

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

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

Promissory notes to Joint Venture—Contributions in the form of promissory notestte tloint Venture are recorded at cost. The
accrued interest on promissory notes from our Jéamtture is recorded at the amount due. Interesinre from the Joint Venture is earned on
the promissory notes based on the stated loanaatdscussed in Note 4.

Allowance for doubtful accounts—We provide an allowance for doubtful accountsp@sessary, based on a review of outstanding
receivables, historical collection information agdsting economic conditions. We do not generadlyuire collateral or other security for
receivables. We have no allowance for doubtful ant®as of December 31, 2010 and 2009.

Materials and supplies—Materials and supplies held for consumption arei@a at the lower of average cost or market. Wemed no
allowance for obsolescence on materials and supaieof December 31, 2010 and 2009.

Property and equipment—Deepwater drillships are recorded at cost of coeibn, including any major capital improvemenéss
accumulated depreciation and impairment. Othergntg@and equipment is recorded at cost and corsfigtarchased software systems,
furniture, fixtures and other equipment. Plannegomiaaintenance, ongoing maintenance, routine re@aid minor replacements are expensed
as incurred.

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 congton and cease when substantially all the
activities necessary to prepare the qualifying tafeséts intended use are complete.
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PACIFIC DRILLING S.A. AND SUBSIDIARIES
Notes to Consolidated Financial Statemen—(Continued)
Property and equipment are depreciated to its galvalue on a straight-line basis over the estichaseful lives of each class of assets.

As of December 31, 2010, the construction of then@any’s deepwater drillships is ongoing. As sua@hgdapreciation has been recorded for
drillships and related equipment during 2010, 2808 2008. Our estimated useful lives of property equipment are as follows:

Years
Drillships and related equipme 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 gharin
circumstances indicate that the carrying amountauofassets held and used may not be recoveraittential impairment indicators include
rapid declines in commodity prices and related macknditions, actual or expected declines in filization, 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 assumptionsdiegafuture operations, market conditions, daygateilization and idle time. An
impairment loss is recorded in the period if thedag amount of the asset is not recoverable. mu#010, 2009 and 2008, there were no long-
lived asset impairments.

Investment accounted for using the equity method Our 50% ownership in Transocean Pacific Drilling. is accounted for using the
equity method based upon the level of ownershipamdbility to exercise significant influence ovbe operating and financial policies of the
investee. The investment is adjusted periodicallsetognize our proportionate share of the invéestest income or losses after the date of
investment. The Company evaluates its investmestladed for under the equity method for impairmehé