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In addition we have extended our industry-leading list of technical firsts by

Building on our dual gradient drilling technology Continuous Annular Pressure Management

CAPMTM to broaden the application of Managed Pressure Drilling MPD offshore with the

first application of MPD from our dynamically positioned driliship the GSF Lxplortr

working for MSEC Marathon led consortium offshore Indonesia

Deploying our dual activity drilling capability for the first time in Angola with the ultra

deepwater drillship Discouerer Luanda and in Egypt with the ultra-deepwatcr driliship

Discot erer inencas

Drilling the first offshore well in the history of Timor-Leste The ultra-deepwater drillship

DeepiaIer Iroiier constructed this well hr Reliance Industries

2011 Vision for the Future

Despite the tragedy of Macondo we enter 2011 in strong position We remain the leader in

every asset class in which we operate oil prices are strong at over US$90 per barrel customer

activity is increasing and our stock has rebounded to about the same price as this time last year
As of February 10 2011 our contract revenue backlog was approximately US$24.0 billion or

about 2.7 times our 2010 contract drilling revenues providing continuing financial stability and

flexibility

Certainly there are challenges ahead Regulatory uncertainty and permitting delays in the U.S Gulf

of Mexico continue to impact our customers ability to drill there 1-lowever the majority of our 12

rigs which are contracted and operating in the U.S Gulf of Mexico are compliant with current

regulations and are prepared to resume work when our customers are able We expect that the

remaining few rigs will achieve compliance in the coming weeks Furthermore we have preserved

our contract backlog in the U.S Gulf of Mexico and continue to enhance the productive and

meaningful relationships with our customers

Outside of the United States market conditions are also changing Improving oil prices and our

customers increased capital expenditure budgets bode well for our business

The jackup market continues to evolve as customers increase demand for high-specification

jackups While overall demand for jackups is increasing utilization of standard jackups remains
fiat We are responding to this shift in market conditions by evaluating additional opportunities to

expand our high-spec jackup fleet while considering options for divesting older assets In

February we announced five-year drilling contracts for two newbuild high-specification jackup rigs

for operations in Thailand for subsidiary of Chevron Corporation The rigs will be capable of

operating in water depths up to 350 feet and constructing wells 35000 feet deep

We expect the midwater and conventional deepwater rig markets to be stable in 2011 although

near term supply overhang from the ultra-deepwater fleet could have some downward pressure

on these markets As 2011 progresses we expect that the ultra-deepwater market will tighten

Some traditional drilling contractors are responding by speculatively pursuing ultra-deepwater

newbuilds Transocean is committed to disciplined reinvestment and we believe incremental

speculative capacity is not good for the industry We will not build ultra-deepwater rigs without

contract We will continue to work with our customers to meet their needs for ultra-deepwater

capacity and have contracted all hut one of our ultra-deepwater rigs through 2011



In addition to focus on meeting our

customers needs we are also focused on

creating value for our shareholders through

profitable growth in our business and

returning excess cash Reflecting the

regulatory and legal challenges we have

encountered in attempting to carry out our

2010 shareholder-approved cash distribution

the Board of Directors has recommended that

shareholders rescind approval for the 2010

cash distribution and authorize new
distribution which will not require regulatory

approval full discussion begins on

page p-i of our proxy statement

As we move forward to take advantage of

evolving market opportunities and our strong

financial position we will be guided by new

vision to deliver outstanding value to our

three principal stakeholders our customers

our employees and our shareholders

No company could have managed the tremendous challenges of 2010 without the full support of

these stakeholders Thank you

We look forward to the new opportunities that 201 will bring We will remain at the forefront of

the industry as we continue to improve the performance and composition of our fleet and work

with our customers to manage their offshore drilling challenges around the world We will also

share the companys financial success with our shareholders While we will always remember and

honor our past we look forward to the future and the opportunities it presents us

Sincerely

Robert Rose Steven Newman

4L__

Chairman President and Chief Ixecutive Officer

would like to take this opportunity to thank members of our Uoard of lirectors who have

resigned or who will be retiring in May Bob Rose and Victor Grijalva will retire effective as of our

Annual General Meeting after many years of dedicated service would also like to thank John

Whitmire who resigned in July of 2010 and Rick George fr their valuable contributions to the

company

SLN

Our Vision

Transocean will he universally recogniied for

innovation and excellence in unlocking the

workis offshore resources

We will he our customers trusted partner and

their preferred solution provider

We will conduct our operations in an

incidentfree workplace all the time

everywhere

Our people passion and coni ni it men to

overcoming challenges will he our trademark

We will deliver outstanding value to our

custoners our enployees and our

shareholders

March 22 2011



Transocean

April 2011

1ear Shareholder

The 2011 annual general meeting ofTransocean Ltd will he held on Friday May 13 2011 at 400 p.m.

Swiss time at the Lorzensaal Cham Dorfplatz CE1-633 ham Switzerland The invitation to the

annual general meeting the proxy statement and proxy card are enclosed and describe the matters to be

acted UOfl at the meeting

It is important that your shares he represented and voted at the meeting whether you plan to attend or

not Please read the enclosed invitation and proxy statement and date sign and promptly return the proxy

card in the enclosed self-addressed envelope

Sincerely

Robert Rose Steven Newman

hairnian of the Board Iresithnt and Chief eeu1ite Officer

This invitation proxy statement and the accompanying proxy card are first being mailed to our

shareholders on or about April 2011



INVITAlION ANNUAL GENERAL MEETIN OF TRANSOCEAN LTI

Friday May 13 2011

400 p.m Swiss time

at the Lorzensaal Cham Dorfplatz CH-6330 Cham Switzerland

Agenda ltenis

Approval of the 2010 Annual Report including the Consolidated Financial Statements of

Thinsocean Ltd for Fiscal Year 2010 and the Statutory Financial Statements offlansocean Ltd

for Fiscal Year 2010

Proposal of the Board of lirectors

Ihe Board of lircctors proposes that the 2010 Annual Report including the consolidated

financial statements for fiscal year 2010 and the statutory financial staterncnts for fiscal year 2010

be approved

Discharge of the Members of the Board of Directors and the Executive Management From

Liability for Activities During Fiscal Year 2010

lroposal of the Board of lirectors

The t3oard of Directors proposes that discharge he granted to the members of the Board of

Iirectors and executive management from liability for activities during fiscal
year

2010

Appropriation of the Available Earnings for Fiscal Year 2010

Proposal of the Board of Directors

Ihe Board of Directors proposes that all available earnings of the Company he carried forward

in HF
Balance brought forward from

previous years 36713.0H

Net profit of the
year 224976369

Ibtal available earnings 261 6H9369

Appropriation of available earnings

Balance to be carried forward on this account 261 69369

Proposed Reallocation of Free Reserve to Legal Reserve Reserve From Capital Contributions

Proposal of the Board of Directors

The Board of lirectors proposes that hF 324305lH of free reserve he reallocated to legal

reserve reserve from capital contributions

in HF
liee reserve as of December 31 2010 32430510H
Reallocation to legal reserve reserve from capital contributions 3243051.0M

Ibtal legal reserve reserve from capital contributions 111 ÔH.5 1.396

Prior to 1/it re/east out allocation of legal resent reserve from IJital contributions to the don/end

5fl from aJital tontrthuiions pursuant to the conditional Agenda lien

Rescission of the listribution to Shareholders in the Form of Par Value Reduction as Approved

at the 2010 Annual General Meeting

Proposal of the Board of 1irectors

lhe Board of 1irectors proposes that the resolution of the 2010 Annual General Meeting the

2010 Distribution Resolution by which the distribution to shareholders in the form of par

value reduction in an amount in Swiss francs equal to USD 311 per issued share including



trcasurv shares to he calculated and paid in U.S dollars in four quarterly installments the 201t

Iistrihution was approved he rescinded The effect of this Agenda Item if approved is that

tile 2010 Iistribution will not he made to shareholders and any steps initiated or to he initiated

hy the Board of Directors to implement the 2010 Distribution Resolution including hut not

limited to the appeal to the Swiss Federal Supreme Court to achieve the registration of the initial

quarterly installment of the 2010 Distribution will no longer he pursued

conditional Agenda Item Release and Allocation of Legal Reserve Reserve From Capital

Contributions to Dividend Reserve From Capital Contributions Dividend Distribution out of the

Iividend Reserve From Capital Contributions

Note vote by shareholders at the 2011 Annual General Meeting on this Agenda Item is contingent on

the approval by shareholders at the 2011 Annual Genera Meeting of the proposals of the Board of

Iirectors under Agenda item cariy forward of the entire available earnings and Agenda item

rescission of the distribution to shareholders in the form of par value reduction as approved at the 2010

Annual General Meeting Accordingly if either Agenda Item or Agenda Item has not been approved

at the 201 Annual General Meeting there will be no vote on Agenda item at the 2011 Annual General

Meeting

Proposal of the Board of Directors

The Board of Lirectors proposes that Cl IF .9370000X of legal reserve reserve from

capital contributions he released and allocated to dividend reserve from capital contributions

the Iividend Reserve and dividend in the amount of USD 3.16 per share of the

ompany he distributed out of and limited at maximum to the amount of such Jividend

Reserve and paid in four installments Dividend payments shall he made with respect to the

outstanding share capital of the Company on the record date for the applicable installment

which amount will exclude any shares held by the ompany or any of its direct or indirect

subsidiaries Ihe proposed shareholder resolution is included in Annex

Proposed Release and Allocation of Legal Reserve Reserve From Capital Contributions to

lividend Reserve

in hF

Legal reserve reserve from capital contributions as of

December 31 2011 7925000396
Less release to dividend reserve from capital contributions 1937000000

IF 3243051001 allocated to legal reserve reserve from capital

contributions pursuant to Agenda Item 1243051001

Remaining legal reserve reserve from capital contributions 9.231.051396

New Authorized Share Capital

Proposal of the Board of Iirectors

The Board of Iirectors proposes that its authority to issue shares out of the Companys
authorized share capital which expired Ofl December 18 2010 be readopted for ne two-year

period expiring on May 13 2013 Under the proposal the Board of Directors authority to issue

new shares in one or several steps will he limited to maximum of 67047057 new shares or

l9.994 ol the currently existing stated share capital of the Company The proposed amendments

to the Articles of Association are included in Annex

Reduction of the Maximum Number of Members of the Board of Iirectors to 12

lroposal of the Board of Iirectors

The Board of proposes that article 22 of the Articles of Association be amended such

that the maximum number of the members of the Board of Directors he reduced to 12 Ihe

proposed amendment to article 22 of the Articles of Association is included in Annex



Election of Three New iirectorsiagjeet Bindra Steve Lucas and Ian Ek Kia Reelections

Proposal of the Board of iirectors

The Board of Directors proposes that the nominees set forth below he clected as lass 111

iirectors for three-year term

Jagjcet Bindra and

Steve Lucas

The Board of Iirectors further proposes that the nominee set torth below he elected as lass

Director for one-year term

lin Ek Kia

The Board of Directors further proposes that the directors set forth below he reelected as

lass Iii Directors for three-year term

Martin McNamara and

tan Strachan

10 Appointment of Ernst Young Lii as the Companys Independent Registered Public Accounting

Firm for Fiscal Year 2011 and Reelection of Ernst Young Ltd Zurich as the Companys Auditor

for Further One-Year ierm

Proposal of the Board of tirectors

he Board of iirectors proposes that Ernst Young 1.1.1 be appointed as Transocean ltds

independent registered public accounting firm for the fiscal year 2011 and that Ernst

Young .td Zurich he reelected as Fransocean Ltd.s auditor pursuant to the Swiss ode ot

Obligations fr further oneyear term commencing on the day of election at the 2011 annual

general meeting and terminating on the day of the 2012 annual general meeting

II Advisory Vote on Executive ompensation

Proposal of the Board of iirectors

The Board of tirectors proposes that shareholders be provided with an advisor vote on the

compensation of the Companys Named Executive Officers as disclosed in the Compensation

tiscussion and Analysis the accompanying compensation tables and the related narrative

disclosure in this proxy statement

12 Advisory Vote on Frequency of Executive Compensation Vote

Proposal of the Board of Iirectors

The Board of Directors proposes that shareholders he provided with an advisory vote on whether

the advisory vote on the compensation of the Companys Named Executive Officers should occur

every one two or three years

III



Organizational Matters

C0 of the
proxy materials including proxy and admission card has been sent to each

shareholder registered in Iransocean .td.s share register as of March 16 Ii Any additional

shareholders who are registered in Iransocean .td.s share register on April 26 2011 will receive copy of

proxy
materials at icr April 26 211 Shareholders not registered in liansoccan Ltds share register as

of April 26 2111 ill not he entitled to attend vote or grant proxies to vote at the 2011 an niral general

meeting No shareholder will he entered in Iransocean Ltds share register as shareholder with voting

rights between the close of business on April 26 2111 and the opening of business on the day following the

annual general meeting BN Mellon Shareowner Services which maintains llansocean td.s share

register will however continue to register transfers of Iransocean .td shares in the share register in its

capacity as transfer agent during this period

Sliarchokiers registered in liansocean .td.s share register as of April 26 2111 have the right to

at tend the ann iral general meeting and vote their shares in person or by proxy or may grant proxy to

oIe on each of the proposals in this in itation and any other matter properly presented at the meeting for

consider at ion to ert her lians eean .td as corporate proxy or the independent representative Rai tier

lager by marking the
proxy

card appropriately executing it in the
space provided dating it and returning

it either to

iransocean Ltd

Vote Processing

do Uroadrklge

Mercedes Way

Ldgewuod NY 11717

JSA

or if granting proxy to the independent representative

Rainer hager

Atorney at .aw and Notary

Schweiger Advokatur/Notariat

1rriiiistrrssc

1-63X

Zug itierland

We
urge you to return your proxy

card by p.m Fastern Daylight Time ED1 10p.m Swiss time on

May 12 2111 to ensure that your proxy card is timely submitted

Shares of holders who have timely submitted properly executed
proxy card and specifically indicated

their otes ill he voted as indicated Shares of holders who have timely submitted properly executed

proxy
card and ha not specifically indicated their votes irrespective of whether proxy has been granted

to Iransoccan td or tue independent representative or neither is specified will he voted in the manner

recommended by the Board of Iirectors and Transoccan .td will act as such holders proxy Any proxy

card marked to grant proxy to both Transocean Ltd as corporate proxy and the independent

representative will he counted as proxy granted to Iransocean Ad only

If any other matters arc properly presented at lie nieeting for considerat tori Iransocean .td and lie

independent representative as applicable will in the absence of specific instruct ions to lie contrary have

the discretion to vote on these matters in the manner recommended by lie Hoard of Directors in the nanie

and on behalf ot shareholders who have timely submitted properly executed proxy card

Shareholders who hold their shares in lie name of hank broker or other nominee should follow tile

inst rtlct ions provided by heir hank broker or nominee when votIng their shares Shareholders who hold

heir shares in lie name of batik broker or other nominee and wish to vote in person at lie meeting

must obtain valid proxy from the organiiation that holds their shares

iv



We may Iccept proxy by any form of Comniunication permitted by Swiss law and our Articles of

Association

Please note that shareholders attending the annual general meeting in person or by proxy are required

to show their admission card on the day of the annual general meeting In order to determine attendance

correctly any shareholder leaving the annual general meeting early or temporarily is requested to present

such shareholders admission card upon exit

Proxy Holders of Deposited Shares

Institutions subject to the Swiss Federal Law on Banks and Savings Banks and professional asset

managers who hold proxies for beneficial owners who did not grant proxies to Iransocean Ltd or the

independent representative are kindly asked to inform Iransocean Ad of the number and par value of the

registered shares they represent as soon as possible but no later than May 13 II 12 p.m Swiss time at

the admission office for the annual general meeting

Annual Report Consolidated Financial Statements Statutory Financial Statements

copy of the 2010 Annual Report including the consolidated financial statements for fiscal year

2010 the statutory financial statements of Transocean Ltd for fiscal year 2010 and the audit reports on

such consolidated and statutory financial statements is available for physical inspection at

Transocean .td.s registered office Turmstrasse 30 163X Ziig Switzerland opies of these materials

may he obtained without charge by contacting our orporate Secretary at our registered office

Turmstrasse 30 11-63X Zug Switzerland telephone number 41 041 749 05X or Investor Relations

at our offices in the United States at ireenway Plaza louston iixas 77046

On behalf of the Board of lirectors

Robert ii Rose

hairman of the Board

Zug Switzerland

April 2011

YOUR VOIE IS IMPORTANT

You may designate proxies to vote your shares by mailing the enclosed proxy card Please review the

instructions in the proxy statement and on your proxy card regarding voting

IMPORTANI NOTICE RFTHE AVAILABILI1Y OF PROXY MATERIALS FOR TIlE

ANNUAL MEETING TO BE HELD ON MAY 13 2011

Our proxy statement and 2010 Annual Report are available at

hgtpIlwww.deepwaler.com/proxymalerials.cfm



IABLE OF NIENIS

Iage

In rniai iofl about the Meeting And Vot lug

Aecuda Item Approval of the 2011 Annual Report the nsolidated Financial Statements of

Iransocean lid for Fiscal Year 201 and the Statutory Financial Statements of

Iransocean 1.11 fr Fiscal Year 2011

Agenda Item lischarge of the Hoard of lirectors and I.xecutive Management from liability

for Activities luring Fiscal Year 2011 P7

Agenda Item Appropriation of the Available Earnings for Fiscal Year 2010 PS

Agenda Item Reallocation of Free Reserve to .cgal Reserve Reserve 1mm apital

ontrihut ions

Agenda Item Rescission of the Iistribuf ion to Shareholders in the Form of Par Value

Reduction as Approved at the 211 Annual ieneral Meeting

Agenda tern onditional Agenda Item Release and Allocation of Legal Reserve Reserve

Irom apital ontributions to Iividend Reserve From apital ontributions lividend

Iistrihution out of the Iividend Reserve From apital Contributions P-I

Agenda Item New Authorized Share apital P- 13

Agenda tern Reduction of the Maximum Number of Members of the Hoard of ircctors

to 12

Agenda Item Election of lhree New Iirectors--Jagjeet Bindra Steve .ucas and

Ian Fk Kia Reelections

orporate Jovernance P2

Hoard Meetings and ommittees

2111 irector ompensation

Audit omm ittee Report P3

Security Ownership of Certain Beneficial Owners P-32

Sccuritv wnership of Directors and Ixecufie lficcrs I-33

onipensation Iiscussion and Analysis l34

l.xecutive ompensation ommittee Report

xcciitive ompensation

Summary ompensation hible P57

irants of PlanBased Awards for Iiscal Year 2011

iitstanding Equity Awards at Iiseal YearEnd 21 It

Option Exercises and Shares Vested for liscal Year 2111

Pension I3enef its for Fiscal Year 211

Nonqualified Ielerred Compensation for Fiscal Year 201 P7
Potential Payments Upon Termination or hange of ontrol

ci tam Iiansactions l74

Iquity ompensation Plan Information P74

Agenda Item lf Appointment of trust Young 1.1 .P is the ompanys Independent

Registered Public Accounting Firm for liscal Year 2111 and Reelection of Ernst

oiing ltd Zurich as the ompiinvs Auditoi Pursuant to the Swiss ode of Obligations for

Iiirther neYear krm P-75

lees Paid to Ernst Young

Audit onimittee PreApproval of Audit and NonAudit Services P7h

Agenda Item II Advisory Vote on xectit ive ompensat ion I-77

Agenda Item 12 Advisory Vote on Irequencv of l.xecutive onipensation Vote

Other Matters



PR XY sIAiEMENf

FOR ANNUAL MFEIIN OF TRANSOCEAN Lii
MAY 13 2011

INFORMATION ABOt rIIIIE MEE1IN ANI VOTIN

this pTOXV titemcnt hirnished in connection with the sohieitatiin of proxies by Erajisoecan tl. on

behalf of nil I3oird of 1iieetois to he iited at our annual general meeting to be held on May 13 211 at

4X p.m. Swiss time at the .orensaal ham 1orfplati.3 Iti33 ham Switterland

Agenda items

At lie nntial general meeting shareholders will be asked to vote upon the following agenda it ems

ApprOVal of the 2111 Annual Report including the consolidated financial statements of

triinsoccan td hit fiscal year 2111 and the stat utory financial statements of transocean Ltd for

fiscal year 2111

Iischarge of the members of the Board if Iircctors and executive management from liability for

activities during fiscal year 2111

Appropriation if the available earnings for fiscal year 2fl

Reallocation of free reserve to legal reserve reserve from capital contributions

Rescission of the distribution to shareholders in the form of par value reduction as approved at

the 2111 Annual icneral Meeting

Release and allocation of legal reserve reserve from capital contributions to dividend reserve from

capital contributions and dividend distribution out of the dividend reserve from capital

contributions his proposal is contingent on shareholder approval if the proposals by the Board of

Directors to carry forward the entire available earnings Agenda Item and rescind lie

distribution to shareholders in the form If par value reduction as approved at the 2111 Annual

General Meeting Agenda Item

New authoried share capital

Reduction of the maximum number if members of the Board if lireetors to 12 and respective

amendment to article 22 of the Articles of Association of lie ompany

lect ion if three new directors ---iagjeet Bindra Steve .ucas and Iiiii Ek Kia reelections

Ihe following nominees are proposed to be elected as lass Ill Directois for threeyear term

.laeject Hi ndra and

Steve Incas

Flie following nominee is pioposed to be elected as lass irector for oneyear term

tim Kia

Ilach if the directors set forth below is proposed to be reelected as lass Ill Iirector for

three-year term

Mart in McNamari and

Ian Strachan

Appointment if Elrnst Young I.LP as the ompanys independent registered public accounting

firm for fiscal year 211 arid reelection If lrnst Young .td. Zurich as the ompanys auditor

pursuant to the Swiss Code of Obligations for further oneyear term



Advisory vote on the compensation of the ompanys Named xecut ive fiicers as disclosed in the

ompensation liscussion and Analysis the accompanying compensation tables and the related

narratiVe disclosure in this proxy statement

Advisory vote on whether the advisory vote on the compensation of the ompanys Named
Lxecuiive Officers should occur every one two or three years

Quorum

ur Articles of Association provide that the preeuee of shateholders iii Ci50fl 01 by proxy llolliilg

at least majority of the shares entitled to vote at the meeting constitutes quorum for purposes of this

annual general meeting Our Articles of Association further provide that the presence of shareholders in

person or by proxy holding at least twothirds of the share capital recorded in the commercial register

constitutes quorum for ptirposes of amending article 22 of our Articles of Association This higher

orum will therefore he the applicable quorum in relation to Agenda Item regarding the proposed
reduction of the maximum number of members of the Board of lirectors Abstentions and broker
nonvotes will be counted as present for purposes of determining whether there is quorum at the

meeting

Record late

ly
shareholders of record on April 26 II are entitled to not ice of to attend and to vote or to

grant proxies to vote at the annual general meeting No shareholder will be entered in Ltds
share register with voting rights between the close of business on April 26 2t1 and the opening of

business on the day following the annual general meeting

Votes Required

Approval of the proposal with respect to the 2110 Annual Report and the 2t It consolidated

financial statements and 2010 statutory financial statements of Iransocean Ltd requires the

affirmative vote of majority of the votes cast in person or by proxy at the annual general meeting
not counting abstentions or blank or invalid ballots

Approval of the proposal to discharge the members of the Board of Directors and our executive

management from liability for activities during fiscal year 2011 requires the affirmative vote of

niajority of the votes cast in person or by proxy at the annual general meeting not counting
abstentions or blank or invalid ballots No member of the Board of Iirectors or Transocean

executive management has voting rights in relation to the proposal to discharge the members of the

Board of Directors and our executive management from liability for activities during fiscal
year

2010

Approval of lie proposal for the appropriation of available earnings for fiscal
year 2t 11 to be

carried forward requires the affirmative vote of majority of the votes cast in person or by proxy at

the annual general meeting not counting abstentions or blank or invalid ballots

Approval of the proposal for the reallocation of IF 3.243.0 1001 of free reserve to legal reserve

reserve from capital contributions requires the affirmative vote of majority of the votes cast in

person or by proxy at lie annual general meeting not counting abstentions or llahik or invalid

ballots

Approval of the proposal for the rescission of the distribution to shareholders in the form of par
value reduction as approved at the 2111 Annual ieneral Meeting requires the affirmative vote of

niajority of the votes cast in person or by proxy at the annual general meeting not counting
abstent ions or blank or invalid ballots

Approval of the proposal for the release and allocation of legal reserve reserve from
capital

contributions to dividend reserve from capital contributions and the dividend distribution out

P-2



of the dividend reserve from eipitai eontrihutions
requires

the affirmative vote of majority of the

votes east in person or by proxy at the annual general meeting not counting abstentions or blank or

in\alil ballots

Note vole shareholder.s ott/u 20/1 Annual nnera/ Meeting on this Agenda Item is Contingent

on the Ippw%aI /1% ./areho1ders at the 2011 Annual eum/ Meeting of the proposals o/ the Board of

/mi lOIS iou/er Aiem1a Item iarv forssaul 0/ 1/u atm al/able earnings and Agenda hlcPn

reseivsion of the i1istn/nton to shareholders in the form 0/ par value reduction as approved at the

201 Annual Meeting .Accordinilv if either Agenda Iteni or Agenda Iteni is not approved

at the 20/ liiiiii1 Meeting there still be no vote on lienda Iteni at the 20/I Annual

General Msetuu

Approval of the proposif for ness authorted share capital requires the affirmative vote of

tSS ot hirds of the votes represented at the annual general meeting An abstention or blank or invalid

ballot will have the effect of vote against this prolosal

Approval of the proposal to reduce the maximum number of members of the loard of lircctors

requires the affirniat ive vote of twothirds of the shares recorded in the commercial register and

entitled to vote at the annual general meeting An abstention or blank or invalid ballot will have the

effect of vote Igainst this proposal

Approval of the proposal to elect three nominees and reelect two nominees named in the
proxy

statement as directors requires
the affirmative vote of plurality of the votes cast in person or by

proxy at the annual general meeting Ihe plurality requirement means that the director nominee

with the most votes for board seat is elected to that board seat You
flay vote fth or against or

abstain with respect to the election of each director UnIv votes for or against are counted in

determining whether plurality has been cast in favor of director Abstentions and broker

nonvotes are not counted for purposes of the elect ion of directors As described later in this
proxy

statement our orporate overnanee Guidelines set forth our procedures if director nominee is

elected but does not receive more votes cast for than against the nominees election

Approval osf the proposal to appoint riist Young II as the ompanys independent registered

public accounting firm for 2t II and to reelect rnst Young td as the ompanys auditor

pursuant to the Swiss ode of Obligations for further one-year term requires
the affirmative vote

of holders of majority of the votes east in person or proxy at the annual general meeting on the

proposal Abstentions and blank or invalid ballots are not counted for purposes osf this proposal

Approval of the advisory vote on the compensation of the ompanys Named Executive Officers as

disclosed in the ompensation Discussion and Analysis the accompanying compensation tables

and the related narrative disclosure in this proxy statement requires the affirmative vote of

majority of the votes cast in person or by proxy at the annual general meeting not counting

abstentions broker nonvotes or blank or invalid ballots Ihe vote is advisory and therefore not

binding on the ompany

lor the purposes of the proposal included in Agenda Item 12 which provides for an advisory vote

on whether the advisory vote osn the compensation of our Named Executive Officers should occur

every one two or three years the approval of an alternative requires the affirmative vote of

majority of the votes cast in person or by proxy at the annual general meeting not counting

abstentions broker nonvotes or blank or invalid ballots If none of the alternatives one year two

years or three years receive
majority vote we will consider the alternative with the highest

number if votes east by shareholders to be the alternative that has been selected by shareholders

As of March 2t Ii there were 31 53 1126 shares outstaiiding Only registered holders of our

shares on April 26 2011 the record date established for the annual general meeting are entitled to notice

of to attend and to vote at the meeting lolders osf shares on the record date are entitled to one vote for

each share held
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Proxies

proxy card is heing sent to each record holder of shares as of March 2ll lii addition proxy
card will be sent to each additional record holder of shares as of the record date April 2t 2111 It you are

registered as shareholder in Iransoecan ltds share register as of April 2111 you may grant proxy
to vote on each ot the proposals and any other matter properly presented at the meet jug for consideration

to either Iransocean .td or the independent representative Rainer lager by marking your proxy card

appropriately executing it in the
space provided dating it and

returning it either to

Transocean Ltd

Vote
Processing

c/o Hroadridge

Mercedes Way

Edgewood NY 11717

ISA

or if granting proxy to the independent representative

Rainer lager

Attorney at .aw and Notary

Schwe
Iger Ativokat ur/Notariat

Ianinistrasse

l3K
Zug Switzerland

We
urge you to return your proxy card by p.m Eastern laylight Time ElT 11 p.m Swiss time on

May 12 2111 to ensure that your proxy card is timely submitted Proxies granted to iransocean .td will

not he exercised by an executive officer or director of iiansocean .td at the annual general meeting

Please sign late and mail your proxy card in the envelope provided If you hold your shares in the

name of hank broker or other nominee you should follow the instructions provided by your hank
broker or nominee when voting your shares

Under New York Stock Exchange rules brokers who hold shares in street name for customers such

that the shares are registered on the hooks of the ompany as being held hy the brokers have the

authority to vote on routine proposals when they have not received instructions from beneficial owners
hut are precluded from exercising their voting discretion with respect to proposals for non-routine
matters Proxies suhmitted by brokers without instructions from customers for these nonroutine matters

are referred as broker non-votes Agenda Item tor the election of directors as well as Agenda
Items II and 12 are nonroutine matters under New York Stock Exchange rules If you hold your shares in

street name your broker may not he able to vote your shares in the election of directors unless the
broker receives appropriate instructions from you We recommend that you contact your broker

If you were holder on the record late and have timely submitted properly executed proxy card and

specifically indicated your votes your shares will he voted as indicated If von were holder on the record

date and you have timely submitted
properly executed

proxy card and have not specifically indicated your
votes irrespective of whether proxy has been granted to Iransocean I.td or the independent
representative or neither is specified your shares will he voted in lie manner recommended by the Hoard
of Iirectors and Iransocean I.td will act as your proxy Any proxy card marked to grant proxy to both
iransocean Ltd as corporate proxy and the independent representative will he counted as proxy

granted to Iransocean .td only

There are no other matters that lie Hoard of Iirectors intends to present or has received proper
notice that others will present at the annual general meeting If any other matters are properly presented
at the meeting for consideration Iransoccan .t1 and the independent representative as applicable will
in the absence of specific instructions to the Contrary vote any proxies suhmitted to them in these matters

in the manner recommended by lie Hoard of Iireetors
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You may revoke your proxy
card at any time

prior to its exercise by

giving written notice of the revocation to our Corporate Secretary at Transocean Ltd Turmstrasse

30 CH-6300 Zug Switzerland with respect to proxies granted to Transocean Ltd or to the

independent representative at the address set forth above with respect to proxies granted to the

independent representative

appearing at the meeting notifying our orporate Secretary with respect to proxies granted to

rnmnsocetn Ltd or the independent representative with respect to proxies granted to the

independent representative and voting in person or

properly completing and executing laterdated proxy
and timely delivering it to our orporate

Secretary or the independent representative

Your presence without voting at the meeting will not automatically revoke your proxy and any

revocation during the meeting will not affect votes previously taken you hold your shares in the name of

hank broker or other nominee you should follow the instructions provided by your hank broker or

nominee in revoking your previously granted proxy

We may accept proxy by any form of communication permitted by Swiss law and our Articles of

Association Please note that shareholders attending the annual general meeting in person or by proxy are

required to show their admission card on the day of the annual general meeting In order to determine

attendance correctly any shareholder leaving the annual general meeting early or temporarily is requested

to present such shareholders admission card upon exit

Background of fransocean

In December 2M8 Transocean Ltd completed transaction pursuant to an Agreement and Plan of

Merger among Transocean Ltd Transoccan Inc which was our former parent holding company and

Transocean Cayman Ltd company organized under the laws of the Cayman Islands that was wholly-

owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged by way of schemes of

arrangement under Cayman Islands law with iransocean Cayman Ltd with Transocean Inc as the

surviving company the Redomestication Transaction In the Redomestication Transaction

Transocean Ltd issued one of its shares in exchange for each ordinary share of Transocean Inc In

addition Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to satisfy

Transocean Ltd.s obligations to deliver shares in connection with awards granted under our incentive

plans warrants or other rights to acquire shares of Transocean Ltd The Redomestication Transaction

effectively changed the place of incorporation of our parent holding company from the ayman Islands to

Zug Switzerland As result of the Redomestication Transaction Transocean Inc became direct wholly-

owned subsidiary of Transocean Ltd In connection with the Redomestication Transaction we also

relocated our principal executive offices to Vernier Switzerland

References to iransocean the ompany we us or our include Transocean Ltd together

with its subsidiaries and predecessors unless the context requires otherwise
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ITEM

Approval of the 2010 Annual Report including the Consolidated Financial Statements of

Transocean Ltd for Fiscal Year 2010 and the Statutory Financial Statements of Thinsoccan Ltd for

Fiscal Year 2010

Proposal

The Board of Directors proposes that the 2010 Annual Report including the consolidated financial

statements of Transocean Ltd for fiscal
year 2010 and the statutory financial statements for fiscal year

2010 he approved

Explanation

The consolidated financial statements of 1iansocean Ltd fr fiscal
year 2011 and the Swiss

statutory
financials for fiscal year 2011 arc contained in the 2110 Annual Report which was made available to all

registered shareholders with this invitation and proxy statement In addition these materials will he

available for physical inspection at the ompanys registered office Turmstrasse 30 11-63N Zug
Switzerland The 2010 Annual Report also contains information on the Companys business activities and

our business and financial situation information
relating to corporate governance as required by the SIX

Swiss Exchange directive on corporate governance and the reports of Ernst Young Ltd Zurich the

Companys auditors pursuant to the Swiss ode of Obligations on the Companys consolidated financial

statements for fiscal year 2010 and statutory financial statements for fiscal year 2010 In its reports
Ernst Young Ltd the ompanys auditors pursuant to the Swiss ode of Obligations recommended
without qualification that the ompanys consolidated financial statements and statutory financial

statements for the year ended December 31 2111 be approved Ernst Young Ltd
expresses

its
opinion

that the consolidated financial statements for the years ended December 31 2010 and 2009
present fairly

in all material respects the financial position the results of operations and the cash flows in accordance
with accounting principles generally accepted in the United States of America US IAAP and comply
with Swiss law Ernst Young Ltd further

expresses its opinion and confirms that the statutory financial

statements for the year ended Iecemher 31 2010 and the proposed appropriation of available
earnings

comply with Swiss law and the Articles of Association of the ompany

Under Swiss law the 2011 Annual Report and the consolidated financial statements and Swiss

statutory financials must he submitted to shareholders for approval at each annual general meeting

If the shareholders do not approve this proposal the Board of Directors may call an extraordinary

general meeting of shareholders for reconsideration of this proposal by shareholders

Voting Requirement to Approve Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR approval of the 2111 Annual Report the

consolidated financial statements and the Swiss statutory financials
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AGENDA ITEM

Discharge of the Members of the Board of Directors and Executive Management from Liability for

Activities during Fiscal Year 2010

Proposal of the Board of Directors

The Board of Directors proposes that shareholders discharge the members of the Board of Directors

and our executive management from liability for activities during fiscal year
2010

Explanation

As is custOmary for Swiss corporations and in accordance with article 698 para item of the Swiss

Code of Obligations shareholders are requested to discharge the members of the Board of Directors and

our executive management from liability for their activities during fiscal year 2010 This release is only

effective with respect to facts that have been disclosed to shareholders including through any publicly

available information whether or not included in our filings with the SEC and binds shareholders who

either voted in favor of the proposal or who subsequently acquired shares with knowledge of the

resolution In addition shareholders who vote against this proposal abstain from voting on this proposal

do not vote on this proposal or acquire
their shares without knowledge of the approval of this resolution

must bring as plaintiff any claims in future shareholder derivative suit within six months after the

approval of this resolution After the expiration of this six-month period such shareholders will generally

no longer have the right to bring as plaintiff claims in shareholder derivative suits against our directors

and executive management

By voting for this proposal you may be giving up the right to be plaintiff in the pending shareholder

derivative suits related to the Macondo incident described in Item of our Annual Report on Form 10-K

for the year ended December 31 2010 if you are currently plaintiff in any such proceedings as well as

giving up the ability to bring as plaintiff claims in future shareholder derivative suits that have not been

brought to date The pending shareholder derivative claims allege the breach by our directors of their

fiduciary duties based on allegations that our directors failed to monitor safety risks including risks related

to the Companys blowout preventers and made misleading statements regarding
the Companys safety

risks the safety of the blowout preventers and the Companys financial condition In addition other

allegations have been made against us in investigations and other contexts that are publicly available and

could form the basis of similar claims against our directors and executive management

For purposes of this proposal the members of management included in the executive management

group are the same as the Companys executive officers as defined by the Securities Exchange Act of 1934

Voting Requirement to Approve Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions or blank or invalid ballots No member of the Board of Directors or

Transocean executive officer has voting rights
in relation to the proposal

Recommendation

The Board of Directors recommends vote FOR the proposal to discharge the members of the

Board of Directors and our executive management from liability for activities during fiscal year 2010
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AGENDA ITEM

Appropriation of the Available Earnings for Fiscal Year 2010

Proposal of the Board of Directors

The Board of Directors proposes that all available earnings of the Company be carried forward

in CHF

Appropriation of the Companys Available Earnings

Balance brought forward from previous years 36713000
Net profit of the

year 224976369
Total available earnings 261689369

Appropriation of Available Earnings

Balance to be carried forward on this account 261689369

Explanation

Under Swiss law the appropriation of available earnings as set forth in the Swiss statutory financial

statements must be submitted to shareholders for approval at each Annual General Meeting The available

earnings at the disposal of the Companys shareholders at the 2011 Annual General Meeting are the

earnings of the Transocean group parent company on stand-alone basis

The Board of Directors proposes that CHF 261689369 the entire available earnings balance be
carried forward in available earnings

The Board of Directors does not propose that dividend be distributed out of the available earnings
Instead the Board of Directors is submitting Agenda Item

regarding the distribution of dividend out of

additional paid-in capital which agenda item is contingent on the approval by shareholders at the Annual
General Meeting of the proposals of the Board of Directors under Agenda Item carry forward of the

entire available earnings and Agenda Item rescission of the distribution to shareholders in the form of

par value reduction as approved at the 2010 Annual General Meeting If this Agenda Item is not

approved as proposed by the Board of Directors then there will be no vote on Agenda Item and as

result no dividend out of qualifying additional paid-in capital will be authorized by shareholders at the

Annual General Meeting Unlike dividend distributed out of available earnings dividend paid out of

additional paid-in capital is not subject to any Swiss federal withholding tax

Voting Requirement to Approve Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR this proposal
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ITEM

Reallocation of Free Reserve to Legal Reserve Reserve From Capital Contributions

lroposal of the Board of lirectors

Ihe Hoard of Directors proposes that IF 3.243.1510R of free reserve he reallocated to legal

reserve reserve from capital contributions

in hF

Free reserve as ot December 31 2011 3243U5lMH

Reallocation to legal reserve reserve from capital contributions 32430510H

lötal legal reserve reserve from capital
contributions 11 1b805 39

Prior to the release and allocation oJ legal reserve reserve fWfll capital contrihutioiis to i/u

divithnd reserve from capital contrthutiois pursuant to the conditional Agenda Item

Explanation

At the 2009 annual general meeting of the ompany shareholders approved the release of

IF 3.5 billion of additional paidin capital
which had been hooked in the Swiss statutory standalone

balance sheet in the account legal reserve to the account free reserve ihe Board of Directors had

submitted the respective proposal for approval by shareholders in accordance with then-prevailing Swiss

practice in view of the concurrently proposed CHF 3.5 billion share repurchase program Under the 2009

shareholder resolution which approved the share repurchase program we have repurchased as of

March 2011 2632o7 of our shares for an aggregate purchase price of approximately CIIF 257 million

The amount of free reserves as of 1ecemher 31 2010 was lIF 3243051000

On January 2011 new tax law regarding the distribution of qualifying additional paidin capital

came into force Under the new tax law distributions of qualifying additional paidin capital in the form of

dividend are no longer subject to Swiss federal withholding tax The Swiss federal tax authorities require

Swiss companies to present qualifying additional paidin capital in their statutory
financial statements as

sub-item to the legal reserve account and designate it as legal reserve reserve from capital

contributions

lhe proposed reallocation of CHF 324305100 from free reserve to legal reserve reserve from

capital contributions is intended to ensure compliance with the requirements of the Swiss federal tax

authorities and that such amount which as of Iecemher 31 20 It had been hooked as free reserve

continues to he available for share repurchases in the future without any incurrence of Swiss federal

withholding tax

Voting Requirement to Approve Iroposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of lirectors recommends vote FOR this proposal
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ITEM

Rescission of the Distribution to Shareholders in the Form of Par Value Reduction

as Approved at the 2010 Annual Meeting

Proposal of the Board of lirectors

The Board of Directors proposes that the resolution of the 2010 Annual ieneral Meeting the 20l
Distribution Resolution by which the distributun to shareholders in the form of par value reduction in

an amount in Swiss francs equal to USI 3.11
per

issued share including treasury shares to be calculated

and paid in U.S dollars in four quarterly installments the 2011 Distribution was approved be
rescinded The effect of this Agenda Item if approved is that the 2010 Distribution will not he made to

shareholders and any steps initiated or to be initiated by the Board of Directors to implement the 2010
Distribution Resolution including hut not limited to the appeal to the Swiss Federal Supreme ourt to

achieve the registration of the initial quarterly installment of the 2010 Distribution will no longer be

pursued

Explanation

As previously disclosed the commercial register rejected the registration of the initial installment of

the 2010 Distribution and upon appeal by the Company the Administrative Court of the anton of Zug
upheld the commercial registers rejection After comprehensive review of all legal procedural financial

and other aspects relevant to the implementation of the 2010 Distribution including the
uncertainty of the

timing and outcome of the pending appeal with the Swiss Federal Supreme Court the Board of Directors

believes it is in the best interest of the Company to discontinue with the disputed 2010 Distribution and ask

shareholders to rescind the 20l Distribution Resolution On March 2111 the Swiss Federal Supreme
ourt granted the Companys request to stay the appeal proceedings until shareholders have voted on the

proposed rescission of the 2010 Distribution Resolution Instead of the 2010 Distribution the I3oard of

Directors is proposing to the 2011 Annual Ieneral Meeting the distribution of dividend out of
qualifying

additional paidin capital in an amount of USI 3.16
per outstanding share payable in four installments

The proposed dividend under Agenda Item is
contingent upon shareholder approval of the

proposal of

the Board of Directors under Agenda Item carry forward of the entire available earnings and the

proposal of the Board of 1irectors under this Agenda Item Accordingly vote against this Agenda
Item will have the effect that no dividend out of qualifing additional paid-in capital will he paid to

shareholders Under new Swiss tax laws effective January 2011 like distribution by way of par value

reduction shareholders will not incur Swiss withholding tax on the proposed dividend out of qualifying
additional paid-in capital Unlike distribution by way of

par value reduction dividend paid out of

qualifying additional paidin capital will not require registration with the commercial register

Voting Requirement to Approve Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general
meeting not counting abstentions or blank or invalid ballots

Recommendation

Board of Iirectors recommends vote FoR this proposal
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AENDA llEM

Conditional Agenda Item Release and Allocation of Legal Reserve Reserve From Capital Contributions

to Iividend Reserve From Capital Contributions Dividend listribution out of the

Iividend Reserve From Capital Contributions

Proposal of the Board of lirectors

Board of Dii ectors proposes that IF 937XOMX of legal reserve reserve from capital

conti ibutions be released and such amount be allocated to dividend reserve from capital coiitr ibUti0flS

the Reserve and dividend in the aniount of US 3.16 per share of the onipany be

distributed out of and at maximum limited to the amount of such Dividend Reserve and paid in four

installments Iividend payments shall be iniide with respect to the outstanding share capital of the

ompany on the record date for the applicable installment which amount will exclude any shares held by

the oinpany or any of its direct or indirect subsidiaries rhe proposed shareholder resolution is included

in Annex

Explanation

On January 2011 new tax law regarding the distribution of additional paidin capital came into

force Under the new tax law distributions of qualifying additional paidin capital
in the form of dividend

are 110 longer subject to Swiss federal withholding tax lhe Board of 1irectors is proposing that iii lieu of

dividend out of available earnings dividend be made in the form of dividend of qualifying additional

paidin capital because such dividend is not subject to Swiss federal withholding tax lie Hoard of

Directors believes that such dividend distribution should only be made if the 21 11 Listribution is

discontinued and shareholders approve the esolution proposed under Agenda Item according to which

the 21 It 1istribution Resolution would be rescinded Accordingly vote by shareholders at the 2111

Annual General Meeting on this Agenda Item is contingent on shareholder approval if the proposal by

the Board of 1irectors under Agenda Item In addition vote on this Agenda Item is contingent on

shareholder approval of the proposal
of the Board of Directors under Agenda Item

On this contingent basis the Board of 1irectors is seeking shareholder approval of dividend in the

amount of IJSI 3.16 per share of tile ompany Subject to lie ividend Reserve not being exceeded as

further explained below the dividend would be distributed to shareholders in four installments at such

times and with such record dates as shall be determined by the Board of Directors Board of Directors

expects that the four payment dates will be set in June 2011 September 2011 1eccniher 201 and March

20l2 lividend payments shall he made with respect to the outstanding share calilal of the Company

the record date for the applicable installiiient which amount will exclude any shares field by the onipany

or any of its direct or indirect subsidiaries

the aggregate
IJ.S dollar dividend amount appRved at the annual general meeting and paid out to

shareholders must at nO time exceed the Swiss francdenominated additional paidin capital available to

shareholders for the aggregate 2111 dividend including all four installments Board of 1irectot is

proposing that IF .937XM.0$ of the existing additional paidin capital which under Swiss law is

referred to as legal reserve reserve from capital contributions or approximately US 665 per
share

based in USD/IIF exchange rate of approximately hF 0.912 per US in effect on March 16 2W

he made available for purposes of the aggregate 2111 dividend including all four installnients by way of

release and allocation to the account ividend Reserve Based on the number of shares outstanding as

of March 11 2111 and an exchange rate of IF 1.912
per

US effective as of the same date the amount

of the proposed aggregate
dividend including all four installments under this Agenda iteni would be

It 920964114 Accordingly the Iividend Reserve exceeds the aggregate LJSI dividend amount by

approximately II 0.3 the Board if Iii ectors is proposing this excess amount in order to increase the

likelihood that the issuance if new shares after the date hereof which shares to the extent then

outstanding would generally share in the quarterly dividend installments and decrease iii value the

Swiss franc relative to the U.S dollar will not reduce the per share amount of the dividend installments

paid If notwithstanding the allocation of this excess amount to the 1ivideid Reserve the Iividcnd



Reserve would be exceeded upon the occurrence of the payment date for quarterly dividend installment

including as result of the issuance of additional shares aler the date hereof or changes in the exchange
rate the Company would he required under the terms of the proposed shareholder resolution to adjust
the relevant quarterly installment downward so that the respective payment does not exceed the Dividend
Reserve No further

quarterly installment payments could then be made Also downward adjustment of
the

per share dividend amount would have to he made if at the date of the 2011 Annual General Meeting
the

aggregate USD dividend amount exceeded the Reserve

The Board of dividend proposal has been confirmed to comply with Swiss law and the

Companys Articles of Association by the statutory auditor Ernst Young Ltd. as state-supervised
auditing enterprise representatives of which wilt he present at the meeting

Shareholders may upon terms and conditions provided by the E3oard of 1irectors in its reasonable
discretion elect during the election period as determined by the Board of Directors or upon its due
authorization executive management in its reasonable discretion to receive quarterly installments in Swiss
francs

If you are holder of shares registered in our share register you imist elect in writing to the
following

address

BNY Mellon Sharcowner Services

Attn Steven Myers

48 Washington Boulevard

29th Hoor

Jersey City NJ 07310 USA
Fax number 732 667-9464

If you hold your shares in the name of hank broker or nominee please contact your bank broker or
nominee in order to make the election arrangements

Shares issued after the date of the 2011 Annual General Meeting will
generally participate in the

dividend payments except with respect to shares issued between the record date and the payment date
with

respect to the relevant installment

The Board of Directors or upon its due authorization executive management has the task of

executing the dividend resolution including hut not limited to by setting the record date and thus
indirectly the ex-dividend date the election period for receiving the dividend in Swiss francs and the

payment dates

Voting Requirement to Approe Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general
meeting not counting abstentions or blank or invalid ballots

Note vole by shareholders at the 2011 Annual General Meeting on this Agenda Item is contingent on
shareholder approval of the proposals by the Board of Iirectors under Agenda Item and under Agenda Item

Accordingly if either Agenda Item or Agenda Item is not approved at the 2011 Annual General Meeting there
will be no vote on Agenda Item at the 2011 Annual General Meeting

Recommendation

The Board of Iirectors recommends vote FOR this proposal
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ITEM

New Authorized Share Capital

Proposal of the Board of Directors

The Board ot Iirectors proposes that its authority to issue shares out of the ompanys authorized

share capital which expired on December 18 2010 he readopted for new two-year period expiring on

May 13 2113 Under the proposal the Board of Directors authority to issue new shares in one or several

steps will be limited to maximum of 67047057 shares or 19.99/ of the currently existing stated share

capital of the ompany The proposed amendments to the Articles of Association are included in

Annex

Explanation

Under the Swiss ode of Obligations the authority of the Board of Directors to issue shares out of

the ompanys authorized share capital is limited to maximum twoyear period lhe use of an authorized

share capital
of 167617649 shares 50Y of the outstanding share capital registered in the commercial

register under the current Article of the Articles of Association expired on December 18 2010

If the proposed authorized share capital is approved and the Board of lirectors resolves to use the

authorized shaie capital in one or several steps the Board of Directors will determine the time of the

issuance the issuance price the manner in which the new shares have to be paid the date from which the

shares carry
the right to dividends and subject to the

provisions
of our Articles of Association the

conditions for the exercise of the preemptive rights with respect to the issuance and the allotment of

preemptive rights that are not exercised

The proposed amendments could under certain circumstances have an anti-takeover effect although

this is not the intention of this proposal For example in the event of hostile attempt to take over control

of the ompany it may he possible for us to seek to impede the attempt by issuing additional shares which

would dilute the voting power of the other outstanding shares and increase the potential cost to acquire

control of us lowever the Board is not aware of any attempt to take control of the ompany and the

Board has not presented this proposal with the intent that it he utilized as type of anti-takeover device

Th the extent that additional authorized shares are issued in the future the issuance may decrease the

existing shareholders percentage equity ownership and depending on the price at which such shares are

issued could he dilutive to the existing shareholders

The Board of lirectors may allow preemptive rights that are not exercised to expire or it may place

such rights or shares the preemptive rights of which have not been exercised at market conditions or use

them otherwise in our interest Under our Articles of Association in connection with the issuance of new

shares from authorized capital the Board of Directors is authorized to limit or withdraw the preemptive

rights of the existing shareholders in various circumstances including following shareholder or group

of shareholders acting in concert having acquired
in excess of I5 of the share capital registered in the

commercial register without having submitted takeover proposal to shareholders that is recommended by

the Board of or for purposes of the defense of an actual threatened or potential
unsolicited

takeover bid in relation to which the Board of Directors has upon consultation with an independent

financial adviser retained by the Board of 1irectors not recommended acceptance to the shareholders

In the ordinary course of our business we may determine from time to time that the issuance of

shares is in the best interest of the Company for various purposes including financings acquisitions and

the issuance of shares under the ompanys Long-Term Incentive Plan

The Board of Iirectors believes the proposed authorized share capital
will hell ensure that the

ompany will have the flexibility to make acquisitions and access the equity capital markets when

opportunities
arise rather than being subject to the delays associated with preemptive rights or the need to

call shareholders meeting and obtain further shareholder approval except as may he required by

applicable laws or regulations including the rules of the NYSE which requires
shareholder approval

in
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certain instances such as in connection with transactions where the present or potential issuance of shares
is or will he equal to or in excess of 2O of the shares

outstanding before such issuance

Voting Requirement to Approve Proposal

The affirmative FOR vote of two-thirds of the votes represented at the general meeting An
abstention or blank or invalid ballot will have the effect of vote against this proposal

Recommendation

The Board of Directors recommends vote FOR this proposal
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ITEM

Reduction of the Maximum Number of Members of the Board of Directors to 12

Proposal of the Board of Directors

The Board of Iirectors proposes that the number of the members of the Board of Directors be

reduced to maximum number of 12 The proposed amendments to the Articles of Association are

included in Annex

Explanation

For two years
after the completion of our merger with GlohalSantaFe orporation in November 2007

we were subject to provision in our organizational
documents requiring that our Board ol lirectors use

reasonable best efforts to maintain an allocation of directors consisting of seven legacy Transocean

members and seven legacy GlohalSantaFe members lii this end our Articles of Association provided that

our Board of Iirectors shall not have more than 14 members However the post-merger arrangement has

now expired and as of the time of the annual general meeting six of the members appointed at the time of

the merger will have left the Board of Iirectors

Ihe Board of Directors periodically reviews the size of the Board of Iirectors and the corporate

governance provisions relating thereto to determine whether any changes are appropriate Assuming all of

our proposed nominees are elected at our 2011 annual general meeting our Board of Directors will have

II members and based on its review the Board of Directors believes it would no longer be appropriate
br

the size of the Board to exceed 12 directors The Board believes greater
number of directors would not

he conducive to substantive discussions in which each director can participate meaningfully and therefore

could reduce the efficiency
of Board functions The Board of Iirectors believes that Board size not

exceeding 12 directors will still provide for sufficient diversity and expertise among our directors and at

the same time allow the Board of Directors to establish committees of an appropriate
size and

composition The Board of Directors is therefore proposing to amend article 22 of the Companys Articles

of Association accordingly and reduce the maximum number of directors to 12 If this amendment to our

Articles of Association is approved then in the absence of any subsequent vacancy on the Board or any

further amendment to our Articles of Association shareholders will in effect he able to elect two fewer

additional members to the Board than the shareholders could have elected prior to the amendment

Voting Requirement to Approve Proposal

Under our Articles of Association the approval of the proposal to reduce the maximum number of

members of the Board of requires the affirmative vote of two-thirds of the shares recorded in the

commercial register and entitled to vote at the annual general meeting An abstention or blank or invalid

ballot will have the effect of vote against this proposal

Recommendation

Ihe Board of Iirectors reconimends vote FoR this proposal
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ITEM

Election of Three New DirectorsJagjeet Bindra Steve Lucas and Thn Ek Kia Reelections

Our Articles of Association divide our Board of Directors into three classes lass Class II andlass Ill hur lass Ill directors are to he elected at our 201 annual general meeting to serve for
three-year terms expiring at the annual general meeting in 2014 One Class director is to he elected at our
2011 annual general meeting to serve for one-year term expiring at the annual general meeting in 2012

Robert Rose and Victor Grijalva are currently lass Ill directors with their terms set to expire at
the 2011 annual general meeting hut Messrs Rose and Grijalva are not

standing for reelection at the 2011
annual general meeting Richard George formerly lass director resigned from the Board in

february 2011

Ihe Board has nominated Jagjcct Bindra and Steve Lucas for election as lass LII directors Thn Ek
Kia for election as Class director and the following individuals for reelection as Class 111 directors
Martin McNamara and Ian Strachan

The Board does not have specific policy regarding diversity in the selection of director nominees
lowever the Board does consider diversity in the director nominee selection process The Board takes an

expansive view of the diversity of the Board with the goal of having the directors eventually reflect the
global diversity of our workforce our clients and the cultures in which we operate We are multinational
company with tour different nationalities represented in our officer group and over in our globalworkforce We operate in 46 countries worldwide

We have adopted majority vote policy in the election of directors as part of our CorporateGovernance Guidelines This policy provides that the Board may nominate only those candidates for
director who have submitted an irrevocable letter of

resignation which would he effective upon and only in
the event that such nominee fails to receive sufficient number of votes from shareholders in anuncontested election and the Board

accepts the
resignation If nominee who has submitted such

letter of resignation does not receive more votes cast for than against the nominees election the
orporate Governance Committee must promptly review the letter of resignation and recommend to the
Board whether to accept the tendered

resignation or reject it The Board must then act on the Corporatehwernance Committees recommendation within 90
days following the certification of the shareholder

vote The Board must promptly disclose its decision
regarding whether or not to accept the nominees

resignation letter in Form -K furnished to the SEC or other broadly disseminated means of
communication Full details of this policy are set out in our Corporate Governance Guidelines which are
available on our wehsite at wwwdeepwaecon under Investor

RelationsCorporate Governance

The Board has received from each nominee for election at the annual general meeting listed below anexecuted irrevocable letter of resignation consistent with these guidelines described above Each such
letter of resignation is effective only in the event that such director fails to receive sufficient number
of votes from shareholders in an uncontested election of such director and the Board accepts such
resignation
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Nominees for DirectorClass 11I1rms Expiring 2014

Recommendation

Election of Jagjeet Bindra

JA BINDRA age 63 U.s citizen is the retired President of Chevron Global Manufacturing

position in which he served from 283 to 2009 Mr Bindra joined the Chevron group ot companies in

1977 as research engineer and served in variety of positions during his career including as

Managing Director of altex Australia Ltd 50 owned by Chevron ASX TX from 282 to 283

President of hcvron Pipeline Company from 1997 to 2002 Senior Vice lrcsident Pipeline

Transportation of Chevron Overseas Petroleum from 1995 to 1997 Manager of Strategic Planning for

hevron orporation from 1994 to 1995 and Group Manager Projects Engineering kchnology

from 1991 to 1994 Mr Bindra is director of Edison International NYSE LIX and Southern

California Edison Company since 2010 Larsen Toubro Ltd India since 289 and 11anslield

Services Limited Australia ASX TSE since 289 He previously
served as director of Reliance

Petroleum Ltd from 2X to 287 Caltcx Australia Ltd from 282 to 283 GS altex Korea from

283 to 289 and Sriya Innovations Inc from 289 to 2010 Mr Bindra received his MBA in 1979

from St Marys College of California his Master of Science in hemical Engineering in 1970 from the

University of Washington and his bachelors degree in Chemical Engineering in 1969 from the Indian

Institute of Technology Kanpur

lhe Board of Iirectors has concluded that that Mr Bindra should he elected to the Board

Mr Bindra has extensive energy value chain expertise
and significant senior management experience

in the international energy sector particularly in Russia/Kazakhstan India Australia and Southeast

Asia This international energy experience and the perspective it brings are expected to benefit the

Boards decision making process

The Board of Directors recommends vote FOR the election of Jaeet Bindra

Election of Steve Lucas

STEVE LUCAS age 56 U.K citizen is the retired Group Finance Director of National Grid plc

position
in which he served from 2002 to 2010 From 208 to 2002 Mr Lucas served as Group

Finance Iirector Lattice Group plc Mr Lucas previously served as the Treasurer of HG Group plc

from 1998 to 288 and as Finance Director Exploration Production of British las plc from 1994 to

1998 From 1983 to 1994 Mr Lucas served in variety of finance roles with Royal IutchShell in the

U.K East Africa hong Kong and China Mr Lucas is director of Compass Group plc since 284
Mr Lucas received his Bachelor of Arts in Geology in 1976 from Oxtrd University and is also

member of the Institute of Chartered Accountants in England Wales

The Board of Directors has concluded that Mr Lucas should he elected to the Board Mr Lucas has

significant
finance experience in the international energy sector This finance experience and

international energy experience and the perspective they bring are expected to benefit the Boards

decision making process

Ihe Board of Directors recommends vote FOR the election of Steve Lucas

Nominee for DirectorClass ITerm Expiring 2012

Recommendation

Election of Tan Ek Kia

iAN EK KIA age 62 Malaysian citizen is the retired Vice President Ventures and Developments Asia

Pacific and Middle East Region of Shell Chemicals position
in which he served from 283 to 2116

Mr Itn joined the Shell group of companies in 1973 as an engineer and served in variety of

positions in Asia the U.S and Europe during his career including as Chairman Shell Companies

Northeast Asia from 20 to 283 Managing Director of Shell Nanhai from 1997 to 280 and

Managing Director of Shell Malaysia Exploration and Production from 1994 to 1997 Mr Fan is
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director of lF handra Asri Petrochemical Tbk since 2011 Kcppel Corporation since 2010 City
Spring since 2010 SMRF orpuration since 2009 Dialog Systems Asia since 2X and Chairman
of City Gas since 2009 Mr hmn received his Bachelor of Science in Mechanical Engineering in 1973
from the University of Nottingham

Ihe Board of Directors has concluded that Mr Imn should be elected to the Board Mr lan has

significant senior management and engineering experience in the international energy sector
particularly in Asia This international energy experience and the perspective it brings are expected to
benefit the Boards decision making process

the Hoard of Directors recommends vote JQW the election of Thn Ek Kia

Reelection of Martin McNarnara

MARTIN MUNAMARA age 63 U.S citizen has served as director of the Company since
November 1994 Mr McNaniara is retired Partner of the law firm of Gibson Dunn rutcher lIP
and has served as member of the firms executive finance planning and compensation committees
as well as

Partner-in-Charge of the firms kxas practice During the past ten
years and prior to his

retirement in 2010 Mr McNamara was in the private practice of law Mr McNarnara received his

Bachelor of Arts degree in 1969 from Providence College and his law degree in 1972 from Yale 1.aw
School Mr McNamara has served as the chair of the orporate Counsel Section of the State Bar of
ftxas and is lifetime fellow of the lixas Bar Foundation

The Board of Iirectors has concluded that Mr McNamara should remain on the Board and has
recommended that he serve an additional term Mr McNamara is an attorney by education with
extensive management experience with energy companies and experience as lawyer representing
energy clients Mr McNaniara was on the board of legacy Transocean from 1994 until the merger with

ilohalSantaFe Corporation in November 2007 lis institutional knowledge combined with his

professional experience aids the Board in reviewing decisions and strategy for the Company
The Board of Iirectors recommends vote FoR the reelection of Martin McNamara

Reelection of Ian Strachan

IAN STRACJIAN age 67 U.K and U.S citizen has served as director of the Company since
December 1999 Mr Strachan is director of aithness Petroleum Ltd since 2008 Xstrata plc
since 2003 and Rolls Royce Group plc since 2003 lIe served as director of Johnson Matthey plcfrom 2002 to March 2009 and as hairman of the Board of Instinct Group Incorporated from January20t3 to December 2005 Mr Strachan served as hief Executive Officer of BTR plc from 1996 until
1999 From 1987 to 1995 Mr Strachan was with Rio unto plc serving as Chief Financial Officer from
1987 to 1991 and as teputy hid Executive Officer from 1991 to 1995 tie was employed by Exxon
orporation from 1970 to 986 Mr Strachan received his Master of Arts in History in 1965 from
hrists College ambridge University and his Master of Public Affairs in 1967 from the Woodrow
Wilson School Princeton University and was teaching fellow and Ph.1 candidate at Harvard
Liii iversity from 1969 to 1970

The Board of Directors has concluded that Mr Strachan should remain on the Board and has
recommended that he serve an additional term Mr Strachan holds Masters of Public Affairs degree
and has significant senior management experience in the energy and other business sectors including

and hairman positions in international companies lie also brings customer expertise to the
Board along with international financial experience This experience combined with his educational
and financial background are helpful to the Boards decision making process

The Board of recommends vote FOR the reelection of Ian Strachan

Continuing IirectorsClnss tTernis Expiring 2012

RICHARD ANIERSON age 57 U.S citizen has served as director of the ompany since
November 2007 1k served as director of ilohalSantaFe Corporation from September 2K6 until
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November 2007 Since August 288 Mr Anderson has served as the Chief Financial Officer of

Eurasia Drilling Company Limited the largest land drilling company in the former Soviet Union

From March 287 until August 2008 Mr Anderson was private investor Mr Anderson served as

the President and Chief Executive Officer of Prime Natural Resources Inc from May 2002 until

March 287 Before joining Prime Natural Resources Inc. Mr Anderson was managing partner
of

1cm Associates E.1_l certified public accounting firm Since 2007 he has served as the chairman

of the hoard and chairman of the audit committee of Vanguard Natural Resources Li_C Within the

past ten years Mr Anderson was also director of Calibre Energy Inc from 2016 to 2007 and

director of Boots oots Inc from 1999 until it was acquired by lalliburton Company in September

2010 Mr Anderson received his Bachelor of Science degree in accounting in 1978 and his Masters in

Taxation degree in 1985 from the University of Colorado lie is member of the AICPA the Texas

Society of CPAs and the Society of Exploration Geophysicists

The Board of iirectors has concluded that that Mr Anderson should remain on the Board

Mr Anderson holds Masters-Taxation degree and has significant senior management experience in

the international energy sector lhis international experience and the perspective it brings combined

with his educational background henett the Boards decision making process

EDWARI MULLER age 59 U.S citizen has served as director of the ompany since November

2007 and served as director of ilohalSantaFe orporation from November 2001 to November 287

and of Global Marine Inc from 1997 to 281 Since the merger of Mirant Corporation with RRI

Energy Inc to form GenOn Energy Inc in lecemher 2010 he has served as ienOn Energy Inc.s

Chairman and Chief Executive Officer Prior to the merger Mr Muller served as Chairman President

and Chief Executive Officer of Mirant Corporation since September 2005 Mr Muller was private

investor from 288 until 285 Mr Muller served as President and Chief Executive Officer of Edison

Mission Energy wholly owned subsidiary
of Edison International from 1993 until 288 During his

tenure Edison Mission Energy was engaged in developing owning and operating independent power

production facilities worldwide Within the past ten years Mr Muller was also director of The Keith

Companies Inc and Omat Technologies Inc Mr Muller received his Bachelor of Arts degree in 1973

from Dartmouth College and his law degree in 1976 from Yale Law School Since 284 Mr Muller

has been trustee of the Riverview School and since 288 its chairman

The Board of Directors has concluded that Mr Muller should remain on the Board Mr Muller is an

attorney by education with extensive executive experience in capital intensive energy business

Mr Muller is an active CEO and thus adds this helpful CEO perspective to the Boards deliberations

in advising the Companys CEO His background and education also benefit the Boards decision

making process

Continuing DirectorsClass IlTerms Expiring 2013

STEVEN NEWMAN age 46 U.S citizen is President and Chief Executive Officer and member of

the Board of the Company since 2010 Before being named as Chief Executive Officer in March 2010

Mr Newman served as President and Chief Operating Officer from May 288 to November 289 and

subsequently as President Mr Newmans prior senior management roles included Executive Vice

President Performance November 287 to May 288 Executive Vice President and Chief Operating

Officer October 286 to November 2007 Senior Vice President of human Resources and

Information Process Solutions May 2006 to October 286 Senior Vice President of luman

Resources Information Process Solutions and Treasury March 2005 to May 286 and Vice

President of Performance and 1chnology August 2003 to March 2005 lie also has served as

Regional Manager for the Asia and Australia Region and in international field and operations

management positions including Project Engineer Rig Manager 1ivision Manager Region

Marketing Manager and Region Operations Manager Mr Newman joined the Company in 1994 in

the orporate Planning Department Mr Newman received his Bachelor of Science degree in

Petroleum Engineering in 1989 from the olorado School of Mines and his MBA in 1992 from the

harvard University Graduate School of Business Mr Newman is also member of the Society of

Petroleum Engineers The Board has concluded that Mr Newman should remain on the Board
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The Board of Directors believes that it is important for the Companys Chief Executive Officer to

serve on the Board The Chief Executive Officer provides link to senior management and the Board
believes that this perspective is important in making decisions for the ompany In additionMr Newman brings an industry and competitive context perspective to the Board which assists the
Board in making strategic decisions

THOMAS CASON age 68 U.s citizen has served as director of the onipany since November
2007 lIe served as director of ulohalSantaFe Corporation from November 2001 until November
2007 and of Global Marine Inc from 1995 to 2001 Mr ason owned and managed five agricultural
equipment dealerships until his retirement in December 286 1k served as interim President and
Chief Operating Officer of Key Tronic Corporation during 1994 and 1995 and was partner in liller

Key Fronic Partners L.P Mr ason previously held various financial and
operating positions with

Baker lughes Incorporated including senior executive positions with Baker lughes Irilling Group
serving most recently as Senior Vice President and Chief Financial Officer of Baker Hughes
Incorporated Mr Cason started his career as public accountant with Arthur Young ompanyMr ason served as member of the Board of Directors of Mirant Corporation from 2006 until

December 2tl and was chairman of its audit committee from January 286 until May 289
Mr Cason received his Bachelor of Science degree in Accounting in 1970 from Louisiana State

University

The Board of Diretors has concluded that Mr Cason should remain on the Board Mr Cason is an
accountant by education with extensive professional experience in the financial services area of the
oilfield services industry Mr Cason served as chairman of the audit committee for GlohalSantaFe
Corporation and now serves as chairman of the audit committee for the ompany This overlap in

experience combined with his education professional experience and institutional knowledge of

legacy company are assets to the Boards decision making process

ROBERT SPRAGUE age 66 U.S citizen has served as director of the Company since May 284
Mr Sprague is the retired Regional Business Director of Shell EP International B\ position in

which he served from April 1997 until June 2003 Mr Sprague served as Director of
Strategy

Business Services for Shell EP International BV from January 1996 until March 1997 and as
Exploration Production Coordinator of Shell International Petroleum By from May 1994 to
December 1995 Mr Sprague joined the Royal Dutch/Shell group of companies in 1967 and served in

variety of positions in the United States and Europe during his career including as director of
Shell Canada Limited publicly traded company from April 2000 to April 283 Mr Sprague
received his Bachelor of Science degree in 1966 and his Masters in Electrical Engineering degree in

1967 from Cornell University

The Board of Lirectors has concluded that Mr Sprague should remain on the Board Mr Sprague is

an engineer by education and spent many years serving in senior management in the energy business
with one of the Companys customers and thus brings that perspective to the Board In addition most
of his

professional career was spent serving in the oil and gas industry outside the United States thus
bringing an important international

perspective to the Board

MICHAEL TALBERT age 64 U.S citizen has served as director of the ompany since August
1994 I-Ic has served as the non-executive Vice Chairman of the Board since August 2010 and
previously served as non-executive Chairman of the Board from October 284 until November 2007
Mr Thlhert served as the executive Chairman of the Board from October 2002 until October 2004
Mr Talhert also served as Chief Executive Officer from August 1994 until October 282 Chairman of
the Board of Directors from August 1994 until December 1999 and as President from December 1999
until December 281 Prior to assuming his duties with us Mr Talbert was President and hid
Executive Officer of Lone Star Gas Company natural gas distribution company and division of
Ensearch Corporation He is

currently director of El Paso Corporation since 283 Within the past
ten years Mr Talbert was also director and the chairman of TODCO Mr Thlhert received his

Bachelor of Science degree in chemical engineering in 1970 from the University of Akron and his

MBA in 1975 from Loyola of the South
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The Board of Directors has concluded that Mr Itlhert should remain on the Board Mr Thihert holds

an engineering degree and an MBA and has extensive executive experience in the energy sector

including seriing as senior executive in exploration and production and as the Chairman and CEO

of legacy 1ansocean As result he brings necessary perspective to the Board based upon his

understanding of the business His knowledge from the customer perspective and his knowledge of the

culture of the Company are helpful in analyzing the future direction of the Company Mr Thihert also

has extensive experience in merger and acquisition activity including negotiating transactions as well

as the integration of combined companies and hoards

Corporate Governance

We believe that we have had good corporate governance practices for many years including written

corporate governance guidelines committee charters and code of business conduct and ethics for

employees in place before enactment of the Sarbanes-Oxley Act and revisions to the corporate governance

rules of the New York Stock Exchange NYSE Furthermore the Board held separate meetings of the

non-management directors for several years before executive sessions were required by the NYSE

In February 2011 our Board adopted new Code of Integrity to update and replace our existing Code

of Business Conduct and Ethics We have historically conducted on-line mandatory training for employees

on our Code of Business Conduct and Ethics and other relevant compliance topics and will continue to

conduct on-line mandatory training for employees on our new Code of Integrity We also require all

managerial and supervisory employees to certify compliance with our Code of Integrity each year

The Corporate Governance Committee of the Board has continued to evaluate the Companys and

the Boards governance practices and formally reviews all committee charters along with recommendations

from the various committees of the Board and the Boards governance principles at least annually In

October 2X6 the Corporate Governance Committee recommended and the Board adopted guideline

regarding the majority election of directors that is included in our orporate Governance Guidelines This

Committee further receives updates at each meeting regarding new developments in the corporate

governance arena Our committee charters also require among other things that the committees and the

Board annually evaluate their own performance

In 2X5 we adopted ownership guidelines for directors that require each current non-management

director to acquire and retain number of our shares and/or deferred units at least equal in value to an

amount five times the annual director retainer Each new director is required to acquire and retain such

number of shares and/or deferred units over his or her initial five years as director In connection with

such ownership requirement the Board currently grants deferred units to each of our non-management

directors Mr Newman is also subject to officer share ownership guidelines See Compensation

Discussion and Analysis for more information about these guidelines

Our current governance documents may he found on our website at wwwdecpwater.corn under

Investor Relationscorporate Governance Among the information you can find there is the following

Corporate Governance Guidelines

Audit Committee Charter

Corporate Governance Committee Charter

Executive Compensation Committee Charter

Finance/Benefits Committee Charter

Health Safety and Environment Committee harter and

ode of Integrity

Information contained on our website is not part of this proxy statement We will continue to monitor

our governance practices in order to maintain our high standards
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Board Leadership The Board has chosen not to combine the
positions of hief Executive Officer

and Chairman of the Board The Board believes that separating these positions allows our Chief Executive

Officer to focus on our day-to-day business while our Chairman of the Board presides over the Board as it

provides advice to and independent oversight of management The Board recognizes the time effort and

energy that the Chief Executive Officer is required to devote to his position as well as the commitment
required to serve as our Chairman The Board believes that having separate positions and having an

independent outside director serve as chairman is the appropriate leadership structure for us at this time

and demonstrates our commitment to good corporate governance

Risk Managenent The Board is generally responsible for overseeing risk management at the

ompany Through their oversight role the directors satisfy themselves that the risk management
processes designed and implemented by management as more particularly described below are adapted
to and integrated with the Companys corporate strategy are functioning as designed and that steps are
taken to foster culture in which each employee understands his or her impact on risk taking his or her

responsibility for acting within acceptable limits and his or her ultimate accountability

The ompany also has risk management committee composed of members of management
including the Chief Executive Officer The duties of the risk management committee include the following

reviewing the Companys policies and procedures regarding risk management identiing and assessing

operational commercial macroeconomic and
geopolitical risks facing the Company monitoring key

indicators to assess the effectiveness of the Companys risk management activities and communicating
with the Board and the committees of the Board with respect to risk management The risk management
committee conducts an annual ompany-wide risk assessment and communicates the results to the Board
The risk management committee also updates the Board and the committees of the Board regarding risks

as circumstances warrant

ompensation and Risk We regularly assess risks related to our compensation programs including
our executive compensation programs and do not believe that the risks arising from our compensation
policies and practices are reasonably likely to have material adverse effect on the ompany The
Executive ompensation ommittee reviews information and solicits input from its independent
compensation consultant regarding compensation factors which could mitigate or encourage excessive

risk-taking In its review in 2010 the Executive Compensation Committee considered the attributes of our

programs including the metrics used to determine incentive awards the weighting of each metric the

timing and processes for setting performance targets and validating results the performance measurement

periods and time horizons of risk the total mix of pay and the maximum compensation and incentive

award payout opportunities

Independence of Board Menhers/Comnitiee Structure Our
corporate governance guidelines require

that at least majority of the directors meet the independence requirements of the NYSE The director

independence standards of the NYSE require hoard determination that the director has no material

relationship with the listed company and has no specific relationships that preclude independence Our
Board considers all relevant facts and circumstances in assessing whether director is independent

The Board has carefully considered the criteria of the NYSE and believes that each of the following
directors meets the NYSE independence requirements Thomas ason Martin McNamara Edward

Muller Robert Sprague Ian Strachan and Michael Thlhert The Board also believes that each

of the director nominees Jaeet Bindra Steve Lucas and Tin Ek Kia meets the NYSE independence
requirements The Board does not believe that Steven Newman our hief Executive Officer or

Richard Anderson currently meet the NYSE independence requirements The Board believes that our
Executive ompensation Audit and orporate Governance Committees are composed solely of directors

who meet the NYSE independence requirements

The Board considers all relevant facts and circumstances in determining whether director is

independent However to assist the Board in making disclosures regarding its determinations of

independence in 2004 the Board adopted categorical standards as permitted under the listing standards of

the NYSE then in effect These categorical standards dealt only with what
types of relationships needed to
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he disclosed and not whether particular director was independent Under those rules the relationships

satisfying the categorical standards were not required to he disclosed or separately discussed in our proxy

statement

relationship satisfies the categorical standards adopted by the Board if it

is type of relationship addressed in Item 404 of Regulation S-K of the Securities Act of l33

containing requirements for disclosure of related person transactions in companys proxy

statement hut under those rules disclosure is not required or Section 303A.02b of the NYSE

Listed Company Manual listing relationships that preclude determination of independence but

under those rules determination of independence is not precluded or

results from charitable contributions by the Company to an organization where director is an

executive officer and such contributions do not exceed the greater of IIR00 or of the

organizations gross revenue in any of the last three years

Mr Anderson is the Chief Financial Officer of Eurasia Drilling Company Limited ElC The

Company sold an entity that owns one of the Companys rigs to EDC in February 2011 this transaction

resulted in payments to the Company by the EDC entity in excess of the greater of $1 million or 2% of

EDCs consolidated gross revenues As such these payments preclude finding that Mr Anderson is

independent under the listing standards of the NYSE The Board has evaluated this relationship and after

considering all relevant facts and circumstances has determined that Mr Anderson is no longer

independent

Mr ran is director of Keppel Corporation Keppel The Company contracts with Keppel and its

affiliates from time to time for services related to rig construction and shipyard work In 2010 Keppel

received approximately $76.3 million from the Company for the provision of such services ihe Board

evaluated this relationship and determined that Mr Tan is independent under the listing standards of the

NYSE Mr Tan as non-executive director of Keppel is not involved in the negotiation of Keppels

contracts with the Company and the value of these contracts was not material to either of the parties

Lxecuthe .Sesszons Our independent directors met in executive session without management at each

regularly scheduled Board meeting in 2010 During 2011 they are again scheduled to meet in executive

session at each regularly scheduled Board meeting The independent directors previously designated

Robert Rose the Chairman of the Board to act as the presiding director for their meetings As

Mr Rose is not standing for reelection at the 2011 annual general meeting the Hoard will designate new

hairman of the Board following the 2011 annual general meeting and the independent directors will

designate new presiding director for their meetings Shareholders or other interested persons may send

communications to the presiding director or to the independent directors as group by writing to him or to

the independent directors as group do the Corporate Secretary Il-ansocean Ltd. iurmstrasse 30

C1I-6300 Zug Switzerland The Corporate Secretary will forward these communications as appropriate to

the addressee depending on the facts and circumstances outlined in the communication The independent

directors have directed the Corporate Secretary not to forward certain items such as spam junk mailings

product inquiries resumes and other forms of job inquiries surveys and business solicitations

Additionally the independent directors have advised the Corporate Secretary not to forward material that

is illegal or threatening hut to make the presiding director aware of such material which he may request he

forwarded retained or destroyed at his discretion

1irector Nomination Process The Board has designated the Corporate Governance ommittee as

the committee authorized to consider and recommend nominees for the Hoard We believe that all

members of the Committee meet the NYSE independence requirements

Our orporate Governance Guidelines require that the Corporate iovernance onimittee assess the

needs of our ompany and the Board so as to recommend candidates who will further our goals In making

that assessment the Committee has determined that candidate must have the following minimum

qualifications

high professional and personal ethics and values
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record of professional accomplishment in his/her chosen field

relevant expertise and experience and

reputation both personal and professional consistent with our core values

In addition to these minimum qualifications the Committee considers other qualities that may he

desirable In particular the Board is committed to having majority of independent directors and

accordingly the Committee evaluates the independence status of any potential director The Committee

evaluates whether or not candidate contributes to the Boards overall diversity and whether or not the

candidate can contribute positively to the existing chemistry and culture among the Board members Also
the ommittee considers whether or not the candidate may have professional or personal experiences and

expertise relevant to our business and position as the leading international provider of offshore drilling

services

As described above in accordance with the majority vote provisions of our Corporate Governance

Guidelines our Board may nominate only those candidates for director who have submitted an irrevocable

letter of
resignation which would he effective upon and only in the event that such nominee fails to

receive sufficient number of votes from shareholders in an uncontested election and the Board

accepts the resignation The Board will also request statement from any person nominated as director

by other than the Board.as to whether that person will also submit an irrevocable letter of
resignation upon

the same terms as person nominated by the Board

the ommittee has several methods of identifying Board candidates First the ommittee considers

and evaluates whether or not the existing directors whose terms are expiring remain appropriate

candidates for the Board Second the Committee requests from time to time that its members and the

other Board members identit possible candidates Third the ommittee has the authority to retain one or

more search firms to aid in its search The search firm assists the Board in identiing potential Board

candidates interviewing those candidates and conducting investigations relative to their background and

qualifications In the cases of Messrs Bindra Lucas and Tan each was identified by search firm as

potential candidate based on their backgrounds and experience

The Corporate Governance Committee considers nominees for director recommended by

shareholders Please submit your recommendations in writing along with

the name of and contact information for the candidate

statement detailing the candidates qualifications and business and educational experience

information regarding the qualifications and qualities described under Director Nomination

Process above

signed statement of the proposed candidate consenting to he named as candidate and if

nominated and elected to serve as director

signed irrevocable letter of resignation from the proposed candidate which in accordance with

our Corporate Governance Guidelines would be effective upon and only in the event that such

candidate fails to receive sufficient number of votes from shareholders in an uncontested election

and the Board accepts the resignation

statement that the writer is shareholder and is proposing candidate for consideration by the

ommittec

statement detailing any relationship between the candidate and any customer supplier or

competitor of ours

financial and accounting experience of the candidate to enable the Committee to determine

whether the candidate would he suitable for Audit Committee membership and

detailed information about any relationship or understanding between the proposing shareholder

and the candidate
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Submit nominations to our Corporate Secretary Transocean Ltd. Turmstrasse 30 H-63X Zug

Switzerland The extent to which the Committee dedicates time and resources to the consideration and

evaluation of any potential
nominee brought to its attention depends on the information available to the

Committee about the qualifications and suitability of the individual viewed in light of the needs of the

Board and is at the Committees discretion The Committee evaluates the desirability for incumbent

directors to continue on the Board following the expiration of their respective terms taking into account

their contributions as Board members and the benefit that results from the increasing insight
and

experience developed over period of time Although the Corporate Governance Committee will consider

candidates for director recommended by shareholders it may determine not to recommend that the

Board and the Board may determine not to nominate those candidates for election to our Board

In addition to recommending director nominees to the orporate Governance Committee any

shareholder may nominate directors for election at annual general meetings of the shareholders For more

information on this topic see Other MattersProposals of Shareholders

Lvcutne Officer and Director Compensation Process Our Executive Compensation Committee has

established an annual process for reviewing and establishing executive compensation levels An outside

consultant retained by the Committee has provided the Committee with relevant market data and

alternatives to consider in determining appropriate compensation levels for each of our executive officers

Longnecker Associates served as the Committees outside consultant in 2010 Our CEO also assists the

Committee in the executive compensation process For more thorough discussion of the roles

responsibilities and process we use for setting executive compensation see Compensation Discussion and

Analysis

Director compensation is set by the Board upon recommendation from the Corporate Governance

Committee of the Board At its first meeting of each calendar year the Corporate Governance Committee

reviews the compensation paid to our directors to he certain that it is competitive in attracting and

retaining qualified directors The Corporate Governance Committee has used the outside consultant to

gather
data regarding director compensation at certain similar size companies in the general industry as

well as the same peer group of companies generally utilized in the consideration of executive

compensation Based UOfl its review of the data and its own judgment the Committee develops

recommendation for consideration by the Board Our employees receive no additional compensation for

serving as directors on our Board

Process for ommunjeation by Interested Parties wit/i the Board The Board has established process

whereby interested parties may communicate with the Board and/or with any individual director

Interested parties including shareholders may send communications in writing addressed to the Board or

an individual director do the Corporate Secretary Transocean Ltd Turmstrasse 30 CH-630 Zug

Switzerland The Corporate Secretary will forward these communications as appropriate to the addressee

depending on the facts and circumstances outlined in the communication The Board has directed the

Corporate Secretary not to forward certain items such as spam junk mailings product inquiries resumes

and other forms of job inquiries surveys
and business solicitations Additionally the Board has advised the

Corporate Secretary not to forward material that is illegal or threatening but to make the Board aware of

such material which it may request be forwarded retained or destroyed at the Boards discretion

Policies and Procedures for Approval of Thansactions with Related Persons In February 2007 the

Board formally adopted policy with respect to related person transactions to document procedures

pursuant to which such transactions are reviewed approved or ratified The policy applies to any

transaction in which the Company is participant any related person has direct or indirect

material interest and the amount involved exceeds $120X0 hut excludes any transaction that does not

require disclosure under Item 404a of Regulation S-K The Audit Committee with assistance from the

Companys General Counsel is responsible for reviewing approving and ratifying any related person

transaction

To identify related person transactions each year we submit and require our directors and officers to

complete questionnaires identifying transactions with us in which the officer or director or their immediate
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family members have an interest Our ode of Integrity further requires that any executive officer inform

the Company when the executive officers private interest interferes or appears to interfere in any way

with our interests In addition the Boards governance guidelines require that director immediately

inform the Board or Chairman of the Board in the event that director believes that the director has an

actual or potential conflict with our interests Furthermore under our Organizational Regulations

director must disclose and abstain from voting with respect to certain conflicts of interest

Director Attendance at Annual General Meeting We expect
all of our directors to attend our annual

general meeting of shareholders At the 2010 annual general meeting all directors then serving on our

Board were in attendance either in person or due to disruptions in air travel caused by volcanic ash by

telephone

Board Meetings and Committees

During 2010 the Hoard of 1irectors of Iransocean Ltd held four meetings Each of our directors

attended at least 75% of the meetings during the year including meetings of committees on which the

director served

The Board has standing Executive ompensation Finance/Benefits orporate Governance Audit

and Health Safety and Environment ommittees As noted the charters for these committees may he

found on our website at wwwdeepwatercon under Investor RelationsCorporate Governance In

addition the Board may from time to time krm special committees to consider particular matters that

arise

Lxecutie Compensation Committee The purpose of the Executive Compensation Committee is to

assist the Board in developing fair compensation program for executives and complying with the

Boards legal and regulatory requirements as to executive compensation The authority and responsibilities

of the Executive Compensation Committee include the following

annually review and approve the compensation paid to our executive officers and other officers at

or above the Senior Vice President level

annually establish performance goals and objectives for our CEO and annually review the CEOs

performance in light of the goals and objectives which were established and set the CEOs

compensation based on this evaluation

administer including the designation of eligible employees our Long-Term Incentive Plan

Performance Award and ash Bonus Plan Deferred ompensation Plan and any other executive

compensation plan or arrangement providing for benefits to our executive officers in accordance

with our goals and objectives established by the Board of Directors the terms of the plans and any

rules and regulations thereunder

consider and make recommendations to the Board concerning the existing executive compensation

plans and the adoption of new plans and programs

consider and recommend to the Board the terms of any contractual agreements and other similar

arrangements that may he entered into with our officers provided however that the Committee

shall not recommend and the Board shall not authorize single-trigger change of control

agreements for any of our officers and

retain and approve the fees of independent legal accounting or other advisors including any

compensation consultant used to assist it in the evaluation of executive officer compensation

See Compensation Discussion and Analysis for discussion of additional responsibilities
of the

Executive Compensation Committee

In addition to the responsibilities set forth above the Executive Compensation Committee also

assesses the risks arising from the Companys compensation policies
and practices In 2010 the Committee

engaged its compensation consultant Longnecker Associates to assist in this risk assessment
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The Executive Compensation ommittee may delegate specific responsibilities to one or more

individual Committee members to the extent permitted by law NYSE listing standards and the

oinmittees governing documents The Committee may delegate all or portion of its powers and

responsibilities with respect to the plans described above to one or more of our management committees

provided that the ommittee retains all power and responsibility with respect to awards granted to our

executive officers The Chief Executive Officer has been delegated authority to award restricted shares

restricted units and deferred units under the Companys Long-Term Incentive Plan to recently hired

employees of the ompany excluding executive officers and other officers at or above the Senior Vice

President level not to exceed an aggregate of 100.XX restricted shares restricted units or deferred units

per calendar year The ommittee has delegated to subcommittee composed of its hairman and an

additional committee member the authority to approve interim compensation resulting from promotions

competitive realignment or the hiring of new executive officers excluding the hief Executive Officer

including but not limited to establishing annual base salary annual bonus targets longterm bonus targets

and the grant of equity awards The Committee has also delegated authority to the Chief Executive Officer

to approve convenience of the company treatment of Long-Term Incentive Plan awards to participants

other than executive officers and directors The Committee is notified of compensation actions made by

the hief Executive Officer or the subcommittee at the meeting following the end of each quarter in which

such actnms are taken

The current members of the Executive Compensation Committee are Mr Muller Chairman and

Messrs McNarnara and Sprague John Whitmire was the Chairman of the ommittee until his

resignation from the Board in June 2010 The Executive Compensation Committee met five times during

2010

hnwue/Benefit.s Committee The Finance/Benefits Committee approves our long-term financial

policies insurance programs and investment policies it also makes recommendations to the Board

concerning dividend policy the issuance and terms of debt and equity securities and the establishment of

bank lines of credit In addition the Finance/Benefits Committee approves the creation termination and

amendment of certain of our employee benefit programs and periodically
reviews the status of these

programs and the performance of the managers of the funded programs
The current members of the

Finance/Benefits Committee are Mr Strachan Chairman and Messrs Anderson and Thlhert Mr George

was member of the Committee until his resignation from the Board in February 2011 The Finance

Benefits ommittee met four times during 2010

orporale Committee orporate jove rnance Committee makes recommendations

to the Board with respect to the selection and compensation of the Board members how the Board

functions and how the Board should interact with shareholders and management It reviews the

qualifications of potential
candidates for the Board of Directors coordinates the self evaluation of the

Board and committees and nominates to the Board candidates to he elected at the annual general meeting

of shareholders The current members of the Corporate Governance Committee are Mr McNamara

Chairman and Messrs Muller and Thihert Mr George was member of the ommittee until his

resignation from the Board in February 2011 ihe orporate Governance ommittee met four times

during 2010

Flea/ti .Safeiy and jnironPuflt ommittee In August 2010 the Board established the Iealth Safety

and Environment Committee The committee assists the Board in fulfilling its responsibilities to oversee

the Companys management of risk in the areas of health safety and the environment The current

members of the health Safety
and Environment Committee are Mr Sprague Chairman and

Messrs Anderson and Grijalva Mr Grijalva is expected to continue to serve on the Committee until the

effective time of his retirement at the 2011 annual general meeting Mr George was member of the

Committee until his resignation
from the Board in February 2011 The Health Safety and Environment

Committee met one time during 2010
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Audit wnnulee The Audit Committee is responsible for recommending the retention and

termination of our independent registered public accountants and our auditor pursuant to the Swiss Code

of Obligations to the Board of Directors and to our shareholders for their approval at general meeting of

shareholders The Audit Committee is directly responsible for the compensation and oversight of our

independent registered public accountants and our auditor pursuant to the Swiss Code of Obligations The

Audit .ommittec also monitors the integrity of our financial statements and the independence and

performance of our auditors and reviews our financial reporting processes The Committee reviews and

reports to the Board the scope and results of audits by our independent registered public accounting firm

our auditor pursuant to the Swiss ode of Obligations and our internal auditing staff arid reviews the audit

and other professional services rendered by the accounting firm It also reviews with the accounting firm

the adequacy of our system of internal controls It reviews transactions between us and our directors and

officers for disclosure in the proxy statement our policies regarding those transactions and compliance

with our business ethics and conflict of interest policies

The Audit Committee also assists the Board with oversight of the ompanys risk management

process The risk management committee conducts an annual Company-wide risk assessment and

communicates the results to the Audit Committee The risk management committee also updates the

Audit Committee regarding risks as circumstances warrant

The Hoard requireM that all members of the Audit Committee meet the financial literacy standard

required under the NYSE rules and that at least one member qualifies as having accounting or related

financial management expertise under the NYSE rules In addition the SE has adopted rules requiring

that we disclose whether or not our audit committee has an audit committee financial expert as

member An audit committee financial expert is defined as person who based on his or her experience

possesses all of the following attributes

an understanding of generally accepted accounting principles and financial statements

an ability to assess the general application of such principles in connection with the accounting for

estimates accruals and reserves

experience preparing auditing analyzing or evaluating financial statements that present breadth

and level of complexity of accounting issues that are generally comparable to the breadth and level

of complexity of issues that can reasonably he expected to he raised by our financial statements or

experience actively supervising one or more persons engaged in such activities

an understanding of internal controls and procedures for financial reporting and

an understanding of audit committee functions

The person must have acquired such attributes through one or more of the following

education and experience as principal financial officer principal accounting officer controller

public accountant or auditor or experience in one or more positions that involve the performance of

similar functions

experience actively supervising principal hnancial officer principal accounting officer controller

public accountant auditor or person performing similar functions

experience overseeing or assessing the performance of companies or public accountants with

respect to the preparation auditing or evaluation of financial statements or

other relevant experience

The current members of the Audit Committee are Mr ason Chairman and Messrs irijalva and

Strachan Mr Anderson served on the Committee until resigning from the Committee in February 2011

Mr irijalva is expected to continue to serve on the Committee until the effective time of his resignation at

the 2011 annual general meeting lhe Audit Committee met 17 times during 2010 1he Board has

reviewed the criteria set by the SEC and determined that each of the current members of the Audit
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Committee is financially literate and Mr Cason qualifies as an audit committee financial expert In

addition the Board has determined that Mr Cason qualifies
under NYSE rules as having accounting or

related financial management expertise Mr Cason is an accountant by education was an audit manager in

an accounting firm and served as the Chief Financial Officer of Baker Hughes Incorporated public

conipany

Finally NYSE rules restrict directors that have relationships with the Company that may interfere

with the exercise of their independence from management and the onipany from serving on the Audit

Committee We believe that the members of the Audit Committee have no such relationships and are

therefore independent for purposes of NYSE rules

Iirectors who are employees of the ompany do not receive compensation br Board service At

present all of the directors except
for Mr Newman the Companys hief Executive Officer are

non-employees and receive compensation for l3oard service

We use combination of cash and equity incentive compensation to attract and retain qualified

candidates to serve on our Board The Corporate Governance ommittee of the Board annually reviews

the compensation paid to our directors and considers the significant amount of time directors expend in

fulfilling their duties to the Company as well as the skill level we require
of members of the Board

Currently non-employee director compensation includes

Annual Retainer

Additional Annual Retainer for Committee Chairmen

Audit Committee
350H

Executive Compensation Committee 200K

Corporate Governance Committee Finance/Benefits ommittee and

health Safety and Environment ommittee lftOO

Board Meeting Attendance Fee 2.5H

omniittee Meeting Attendance Fee 25002

irant of Units
$2600003

The board meeting attendance fee is paid for those meetings that were attended in excess of the four regularly

scheduled board meetings

The committee meeting attendance fee is only paid for those meetings that were attended in excess of the four

committee meetings

Ieferred units are granted to each non-employee director annually immediately following the Board meeting held

in connection with our annual general meeting of shareholders On the date of grant the deferred units have an

aggregate value equal to S260XX based upon the average of the high and low sales prices of our shares for each of

the It trading days immediately prior to the date of grant The terms of the deferred units include vesting in equal

installments over three years on the first second and third anniversaries of the date of grant

Mr Rose has served the Company as its non-executive Chairman of the Board in which capacity he

has received $3320O annual retainer paid quarterly
in lieu of the annual retainer the other

non-employee directors receive Since August 2011 Mr Talbert has served the Company as its

non-executive Vice-Chairman of the Board in which capacity he has received $5000 annual retainer

paid quarterly in addition to the annual retainer the other non-employee directors receive Mr Rose and

Mr Talbert also received the same meeting fees and the $260000 grant
of deferred units to non-employee

directors described above

In addition we pay or reimburse our directors travel and incidental expenses incurred tor attending

Board committee and shareholder meetings and for other ompany business-related purposes

2010 Director ompensalion

In 2010 each non-employee member of the Board received the same compensation as described

above
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At our Board meeting held immediately after the 2010 annual general meeting of our shareholders

the Board granted 3703 deferred units to each non-employee director in aggregate
value equal to $260XX

based upon the average of the high and low sales prices of our shares for the 10 trading days immediately

prior to the date of our Board meeting calculated at $70.21 per share The terms of the deterred units

included vesting in equal installments over three years on the first second and third anniversaries of the

date of grant and requirement that each director hold the vested deferred units or the shares

attributable to such units until he leaves the Board

The following summarizes the compensation of our non-employee directors for 2010

Fees

Earned

or Paid Stock

in Cash AwardsI21 iota

Name

Robert Rose 58 245583 580083

Richard Anderson 1225X 245583 368083

Thomas Cason3 2075X 245583 453083

Richard George 90XX 245583 335583

Victor Grijalva 1225X 245583 368083

Martin McNamara 102.5X 245583 348083

Edward Muller 100163 245583 345.746

Robert Sprague 96332 245583 341.915

Ian Strachan 130XX 245583 375.583

Michael Talbert 161658 245583 407241

John Whitmire 85XK 245583 330583

Fh is represents the aggregate gra iii date lair viii tie under accounting standards br recognition ot shaie based

compensation expense for deferred units granted to our directors in 2010 lor discussion ol the valuit ii in

assumptions with respect to these awards please see Note 17 to our consolidated financial statements included in

our Annual Report on Form O.K for the year
ended Iecenthcr 31 2110

The aggregate number of vested and unvested deferred units stock appreciallim rights and outstanding option

awards at Iccemher 31 2010 for each iion-employee director was as follows Mr Anderson 6.368 shaie settled

appreciatiol rights or SARs and 2.322 vested and received and 6.647 unvested deferred units Mr ason options to

purchase 21.215 shares 7641 SARs and 2322 vested and 6647 unvested deferred units Mr korge options ii

purchase 3820 shares 7641 SARs and 2322 vested and 6.647 unvested deferred units Mr kijalva options to

purchase 5.635 shares and 7455 vested and 6647 unvested deferred units Mr McNamara options to puicltasc

11271 shares and 7455 vested and 6.647 unvested deferred units Mr Muller options to purchase 73 shares

7640 SARs and 2.322 vested and 6647 unvested deferred units Mr Rose options to purchase 111.158 shares 7.6411

SARs and 2.322 vested and received and 6.647 unvested dcfcrred units Mr Sprague 7.455 vested and 6.647

unvested deferred units Mr Strachan options to purchase 11.270 shares and 7.455 vested and 6.647 unvestcd

deferred units Mr Talhert 5859 vested and 6647 unvested deferred units and Mr Whitniire options to ptirchise

12297 shares and 7641 SARs All of the then-outstanding deferred units vested in connection with the merger with

ilohalSantaFe hut the units or underlying shares are required to held by each director other than

Mes.srs Anderson and Rose until he leaves the Board Messrs Anderson and Rose have elected to receive shares

in exchange for their vested 2X8 and 2K$ deferred unit awards thercforc these dcfcrred units are flo longer

outstanding

On November IS 2010 the Board of Directors granted Mr ason special cash award of SSll.$M for extraordinary

efforts and time expended in connection with the onipanys Eoreign Corrupt lractiees Act investigations
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AUDIT COMMITFEE REPORT

The Audit Committee has reviewed and discussed the audited financial statements of the Company

for the year
ended December 31 2010 with management our internal auditors and Ernst Young LLP In

addition the ommittee has discussed with Ernst Young LLl the independent registered public

accounting firm for the Company the matters required to he discussed by the Statement on Auditing

Standards No 61 as amended AIPA Professional Standards Vol AU section 30 as adopted by the

Public Company Accounting Oversight Board in Rule 32001 The Sarhanes-Oxley Act of 2X2 requires

certifications by the ompanys chief executive officer and chief financial officer in certain of the

Companys filings with the Securities and Exchange Commission SE The Committee discussed the

review of the ompanys reporting and internal controls undertaken in connection with these certifications

with the ompanys management and independent registered public accounting firm The Committee also

reviewed and discussed with the Companys management and independent registered public accounting

firm managements report and Ernst Young LLPs report on internal control over financial reporting in

accordance with Section 404 of the Sarhanes-Oxley Act of 2002 The Audit Committee has further

periodically reviewed such other matters as it deemed appropriate including other provisions of the

Sarhanes-Oxley Act of 2002 and rules adopted or proposed to he adopted by the SE and the NYSE

The Committee also has received the written disclosures and the letter from Ernst Young LLP

regarding the auditors independence pursuant to the applicable requirements of the Public Company

Accounting Oversight Board Ethics and Independence Rule 3526 and it has reviewed evaluated and

discussed the written disclosures with that firm and its independence from the Company The Committee

also has discussed with management of the Company and the independent registered public accounting

firm such other matters and received such assurances from them as it deemed appropriate

Based on the foregoing review and discussions and relying thereon the Committee recommended to

the Companys Board of Directors the inclusion of the ompanys audited financial statements for the year

ended December 31 2010 in the Companys Annual Report on Form 10-K for such year filed with the

SEC

Members of the Audit Committee

Thomas Cason Chairman

Victor irijalva

Ian Strachan
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

Listed below are the only persons who to the knowledge of the Company may he deemed to he

beneficial owners as of March 16 2011 of more than 5/ of the Companys shares

Shares Pervent of

Name and Address of Ueneflcial Owner Reneflclally Owned iassI

FMR LLC 191656922 6.0%

82 Devonshire Street

Boston Massachusetts 02109

The percentage
indicated is based on the 319.531 l2 outstanding shares at March Iô 2011

The number of shares held by FMR l.I.C is based on statement on Schedule 13U filed with the SEC on

February 14 2011 which was filed
jointly by FMR LI_C Edward Johnson 3d and Fidelity Management

Research Company According to the filing FMR Il has sole voting power over 2.591991 shares and sole

dispostive power over 19 1ô5o92 shares and shared voting or dispositive power over no shares Of the shares

reported 15.W0402 shares are beneficially owned by Fidelity Management
Research Company an investment

adviser and whollyowned subsidiary of FMR as result of acting as investment advisor to various investment

companies collectively the Fidelity Funds with respect to these shares FMR II Mr Fdward Johnson 3d

and each of the Fidelity lunds exercise sole dispositive power
and the lidelity Funds Board ot Trustees exercises

sole voting power
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SECURITY OWNERSHIP OF DIRECFORS AND EXECUTIVE OFFICERS

The table below shows how many shares each of our directors and nominees each of the Named

Executive Officers included in the summary compensation section below and all directors and executive

officers as group beneficially owned as of March 16 2011

Sham
Subject to

Right to Total

Acquire Shares

Shares BenefIcial BenefIcIally Percent of

Name OwnedI2 Ownership3 Owned23 lass4

Arnaud A.Y lohillier 22746 36117 58863

Eric Brown 12923 3735 50273

Robert Long 328498 328498

Steven NewmanS 21087 111539 132626

Cheryl Richard 11333 11.333

Ricardo 11 Rosa6 12216 28656 40872

Ihab Toma 986 7141 8127

Richard Anderson 4229 4229

Jagjeet Bindra

Thomas ason7 10039 23537 33576

Victor irijalva8 38029 30040 68069

Steve Lucas

Martin McNamara 20115 30523 50638

Edward Muller9 6553 8052 14605

Robert Rose 7903 U188 18091

Robert Sprague
1049 7455 8504

Ian Strachan 4849 18725 23574

Michael Talhertl0 3431 5859 9.290

Tan Ek Kia

All of directors and executive officers as group

18 persons
187609 372376 559985

.ess than

The business address of each director and executive officer is do Ihinsocean Management t.td 10 hemin de Blandonnet

11-1214 Vernier Switierland None of the shares beneficially owned by our directors or executive officers arc pledged as

security

Includes shares held in Employcc Stock Purchase IIan as follows Messrs Brown 708 Bohillier 810 Newman 172 and all

executive officers as group 2378

Includes shares that may be acquired within days from March 16 2011 through the exercise of options held by

Messrs Bohillicr 36117 Brown 37350 Long 328.498 Newman II 1.539 Richard 11.333 Rosa 28.656 Toma 7141

ason 21.215 irijalva 5635 McNamara 11270 Muller 5730 Rose 10188 Strachan 11270 and all directors and

executive officers as group 318941 Also includes rights to acquire shares under our deferred compensation plan held by

Messrs irijalva 16951 MeNamara 11.798 and all directors and executive officers as group 28748 vested deferred

units held by Messrs ason 2322 irijalva 7455 McNamara 7.455 Muller 2322 Sprague 7455 Strachan 7455

Iälhert 5859 and all directors and executive officers as group 40323 over which such individuals have sole voting power

hut no dispositive power Does not include out-of-the-money SARs held by Messrs Anderson 6368 ason 7.640 Muller

764l Rose 7640 and all directors and executive officers as group 36.928 The base prices of the SARs of $.27 per

share and $107.63 per share were above the closing price for our shares on the NYSE on February 22 2111 of $81.62 per share

As of March 2111 each listed individual and our directors and executive office rs as group hene icually
owned less than .0

of the outstanding shares

Includes 172 shares held in joint account with his wife

Includes 75 shares held in joint account with his wife

Includes 2951 shares held in
joint

account with his wife

Includes 1427 shares held by his wife in her separate account

Includes 6389 shares held in family trust with Mr Muller and his wife serving as trustees

Ill Includes an aggregate of 1.629 shares held in joint accounts with his wife
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COMPENSAIION IISCUSSION AND ANALYSJS

Introduction

This Compensation Discussion and Analysis provides information regarding the fiscal 2010

Compensatnn program for each individual who served as our principal executive officer or principal

financial officer during fiscal 2010 the three executive officers other than the principal executive officer

and principal financial officer at fiscal year-end who were the most highly compensated executives of the

ompany and one individual whose total compensation was impacted by severance payments made in

accordance with severance agreement hr fiscal 2010 these individuals were

Steven Newman our President and hief Executive Officer

Robert Long our former hief Executive Officer

Ricardo II Rosa our Senior Vice Iresident and Chief Financial Officer

Eric 13 Brown our Executive Vice President Legal Administration

Arnaud A.Y l3ohillier our Executive Vice Iresident Asset and Performance

Ihab Toma our Executive Vice lresident Global Business and

Cheryl Richard our former Senior Vice President human Resources and Information

Thchnology

These executive officers were our Named Executive Officers for fiscal 2010 In this Compensation

Discussion and Analysis Transocean Ltd is referred to as our us we or the Company

This ompensation Discussion and Analysis describes the material elements of our executive

compensation program during fiscal 2010 It also provides an overview of our executive compensation

philosophy including our principal compensation policies and practices Finally it analyzes how and why

the Executive ompensation ommittee of our Board of Directors the Committee arrived at the

specific compensation decisions for our executive officers including the Named Executive Officers with

respect to fiscal
year 2010 and discusses the key factors that the Committee considered in determining

their compensation

Executive Summary

Fiscal 2010 Business Highlights

We are the worlds largest offshore oil and gas drilling contractor and the leading provider of drilling

management services worldwide We provide drilling services including the equipment and personnel for

operations to our customersthe oil and gas companies throughout the world We have long-standing

reputation for safety and for being able to manage and deliver on extraordinarily complex offshore drilling

projects in challenging environments Our vision is to be universally recognized for innovation and

excellence in unlocking the worlds offshore resources

Although in 2010 we made significant progress in achieving our strategic and operational objectives

for the year these developments were overshadowed by the April 20 2010 fire and explosion onhoard our

semi-submersible drilling rig the Deepwaler Horizon off the Louisiana coast that resulted in the deaths of

II of our colleagues including nine Transocean employees and the uncontrolled flow of hydrocarbons

from the well for an extended period the Macondo Incident As result many of our senior executive

officers including our Named Executive Officers other than Mr Long who retired Ofl February 28 2010
dedicated significant portion of their time in 2010 following the Macondo Incident to responding to the

needs of the victims families coordinating the involvement of additional resources required to stem the

flow of hydrocarbons including drilling rigs and personnel to drill relief wells and other operations as

requested by the Unified Area ommand cooperating with the numerous federal state and local reviews

and investigations into the incident overseeing our internal investigation of the incident and managing

other demands stemming from these activities in addition to performing their normal responsibilities
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As direct consequence of the Macondo Incident we were forced to revise our short-term business

priorities
and expand our focus to protect the immediate and long-term interests of our Company In

addition to the activities described above we accomplished the following

maintained close contact with our customers in the Gulf of Mexico and elsewhere to keep them

informed and to minimize any potential impact on our contract backlog

launched proactive communication program with our employees to facilitate their continued

engagement with the Company and to maintain their focus on running safe and efficient operations

for our customers

conducted thorough review of our safety protocols including additional emphasis on safety

training and drills for our offshore personnel

worked with our banks insurers and other financial institutions to maintain our reputation
as

credible investment grade organization and

notwithstanding the tragic loss of life in the hill of Mexico we achieved an exemplary statistical

safety record as measured by our total recordable incident rate TRIR and total potential

severity rate TPSR As measured by these standards we recorled the best year
in safety

performance in our ompanys histor which is reflection on our commitment to achieving an

incident free environment all the time everywhere

onsequently we believe that we are well-positioned to execute on our long-term strategic objectives

over the next several years

Impact of Fiscal 2010 Business Results on Executive mpensation

As reflected in our compensation phiksophy we set the compensation of our executive officers

including the Named Executive Officers based on their ability to achieve annual operational objectives

that further our long-term
business objectives

and to create sustainable long-term shareholder value in

cost-effective manner Accordingly our fiscal 2010 compensation actions and decisions were based on our

executives accomplishments in these areas For fiscal 2010 the Committee took the following actions with

respect to the compensation of our executive officers including the Named Executive Officers

approved base salary adjustments averaging 3.8% increase per individual excluding the CEO

whose base salary reflected his promotion into the CEo role The salary adjustments were intended

to achieve closer alignment with our compensation philosophy of paying
salaries in line with the

median of the market

evaluated our performance as measured tinder the Performance Award and ash Bonus Plan

which provides for cash awards based on our performance under safety
financial newbuilds and

enterprise resource planning objectives and based on this evaluation determined to pay cash

performance awards for fiscal 2010 at 44W of the target bonus opportunity
for each individual

and

approved long-term incentive awards in the form of stock options and contingent
deferred units

with target values ranging from $1.2 million to $5.4 million designed to satisfy competitive market

concerns and reward individual performance during fiscal 2010

In addition to address retention concerns with respect to individual Named Executive Officers during

fiscal 2010 the ommittee made special one-time retention awards in the form of time-vested deferred

units to certain Named Executive Officers

The Committee determined that the cash performance awards made to the Named Executive Officers

for 2010 were appropriate
in recognition of the ompanys achievement of the objectives set at the

beginning of 2010 relating to significantly improving the ompanys safety record and the successful

implementation of our enterprise resource planning system In making these determinations the

Committee noted that notwithstanding the near-term performance of our share price
the Named
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Executive Officers efforts had enabled the Company to maintain its financial flexibility during

challenging period while at the same time positioning the Company br sustained growth in the future

In assessing the reasonableness of the total direct compensation of the Named Executive Officers

particularly the compensation of our Chief Executive Officer the ommittee considered that the mix of

compensation continues to provide direct link to creating sustainable shareholder value achieving our

mission and business strategy
and advancing the other core principles of our compensation philosophy and

objectives

Chief Executive Officer Compensation

Effective March 2010 Mr Newman was appointed our Chief Executive Officer In connection with

his promotion the ommittee approved the following compensation package for Mr Newman

an annual base salary of $900000

target annual cash bonus opportunity equal to XY of his base salary and

target longterm incentive compensation award with value of $5.4 million

Significant Corporate Governance Policies and Actions

We endeavor to maintain good governance standards in our executive compensation policies and

practices The following policies and practices were in effect in fiscal 2010

The ommittee is comprised solely of independent directors who as noted elsewhere in this proxy

statement have established means for communicating with shareholders regarding their executive

compensation ideas and concerns

The Committees independent compensation consultant Longnecker Associates Longnecker
is retained directly by the Committee and performs no other consulting or other seiices for us

The Committee conducts an annual review and approval of our compensation strategy including

review of our compensation-related risk profile to ensure that our compensation-related risks are

not reasonably likely to have material adverse effect on the Company

Our compensation philosophy and related governance features are complemented by several

specific elements that are designed to align our executive compensation with long-term shareholder

interests including

Stock ownership requirements for our executive officers including the Named Executive

Officers Each of the Named Executive Officers was in compliance with his or her required stock

ownership level during fiscal 2010

policy that prohibits any of our executive officers including the Named Executive Officers

from holding derivative instruments tied to the Companys shares other than derivative

instruments issued by us such as our convertible notes

Effective in 2011 we stopped providing gross ups for social security FICA payments on

perquisites including the financial and tax planning assistance and club membership benefits that

we provide to Named Executive Officers This gross up was only provided to Named Executive

Officers on the U.S payroll All Named Executive Officers continue to be covered by our tax

protection program for expatriates assigned to Switzerland

With the retirement of Mr Long in 2010 and planned retirement of Mr Brown in 2011 we will

no longer have any individual severance arrangement with any of the Named Executive Officers
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Executive Compensation Program lrinciples and Objectives

The goal of our executive compensation program is to attract motivate and retain talented individuals

from within and outside of our highly competitive industry to he leaders in our Company In designing and

administering our executive compensation program we are guided by two overarching principles

I4 strive to align the interests of our execitiv officers wit/i those of our shareholders by basing the

compensation of our vecstne officers on coiporate performance

We believe that the total compensation offered to each of our executive officers should be

substantially linked to our organizational success By focusing our executive officers on appropriate

measures of success we seek to align their interests with the interests of our shareholders Barring any

unusual transactions both the annual incentive compensation and the equity compensation that each of

our executive officers ultimately receives each year is structured to he directly related to our success

J4e strive to set the conpensatzon of our esecuite officers at competitive levels

We believe that our executive compensation program must he continuously monitored to ensure that

we provide the opportunity
for each of our executive officers to receive competitive compensation The

Committee annually reviews the total compensation and each component of compensation that may he

paid or awarded to each of our executive officers and compares the total compensation and each

component of compensation

internally for purposes of ensuring internal equity and

externally against the median amount paid to executive officers holding comparable positions at

companies with whom we compete for executive talent

We seek to maintain an overall compensation mix and compensation levels that are appropriate within

our industry sector that provide direct link to enhancing shareholder value achieving our vision and

business strategy and advancing the other core principles of our compensation philosophy and objectives

including attracting motivating and retaining the key talent needed to ensure the long-term success of our

Company

Within the framework of our compensation philosophy we have developed executive compensation

programs that arc intended to achieve the following objectives

close alignment of both cash- and share-based reward opportunities with the interests of our

shareholders as supported by our vision strategic imperatives and compensation strategy

maintaining pay-for-performance culture including reward opportunities
for exceeding specific

annual and triennial goals

reasonable reward opportunities
that are sufficiently competitive to attract motivate and retain

superior employees in key positions and

connection between compensation and the attainment of goals that is clearly visible to the

participants in our compensation programs

Executive Compensation ProgramCompensation-Setting Process

The ommittee the compensation consultant engaged by the Committee other outside advisors and

members of our management are involved in designing and administering our executive compensation

program
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Role of he Committee

The Committee is responsible for oversecilig our executive compensation program Specifically the

Committee is responsible for

reviewing and approving the compensation paid to and the benefits received by our executive

officers and other officers at or above the Senior Vice lresident level

annually establishing focus areas for our Chief Executive Officer annually evaluating our Chief

Executive Officers perforniance in light of these focus areas with the participation of our full

Board of Directors and setting our hief Executive Officers compensation based on this

evaluation and after reviewing data concerning the competitive market

establishing and administering our executive compensation plans and arrangements which provide

benefits to our executive officers and other officers at or above the Senior Vice President level in

accordance with the goals and objectives of our ompany as established by the Board

considering and making recommendations to our Board of Directors concerning the existing

executive compensation programs and changes to such programs

considering and approving executive employment and severance agreements or other contractual

agreements that may he entered into with our executive officers which shall not include single

trigger change-in-control agreements

reviewing and discussing this ompensation liscussion and Analysis with our management and

based upon such review and discussion recommending to our Board of Directors that the

Compensation Discussion and Analysis he included in the
proxy statement for our annual meeting

of shareholders and

assessing the risks associated with the ompanys compensation arrangements

The Committee may delegate any of its powers or responsibilities to subcommittee or

subcommittees composed of one or more members of the Committee provided that the decisions of such

subcommittee are presented to the full Committee at its next regularly scheduled meeting Our Chief

Executive Officer has been delegated authority to award restricted shares restricted units and deferred

units under our Companys Long-Term Incentive Plan to recently hired employees excluding our executive

officers and other officers at or above the Senior Vice President level not to exceed an aggregate of

lX00 shares per calendar year ommittee has delegated to subcommittee composed of its

Chairman and an additional committee member the authority to approve interim compensation resulting

from promotions competitive realignment or the hiring of new executive officers excluding the Chief

Executive Officer between meetings of the Committee including but not limited to establishing annual

base salary annual bonus targets long-term incentive plan targets and granting equity awards The

Committee is notified of compensation actions taken by our hief Executive Officer or this subcommittee

at the meeting following the date such actions are taken

The Committee is composed solely of l3oard members who are not employees of the ompany
meet the independence requirements of the New York Stock Exchange and meet the qualifications

of outside directors under Section l2m of the J.S Internal Revenue ode The Committee currently

consists of three directors Edward Muller chairman Martin 13 McNamara and Robert Sprague

John Whitmire was the hairman of the ommittee until his resignation from the Board in June 2010

The compensation Consultant

To assist it in discharging its responsibilities in August 2009 the ommittee engaged Longneckcr an

executive compensation consulting firm to serve as the ommittees compensation consultant

In order not to impair the independence of lie ommittees compensation consultant or to create the

appearance of such an impairment in February 2009 the ommittee adopted policy that any

compensation consultant to the ommittee may not provide other services to our Company in excess of
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lRXW Accordingly neither L.ongnecker nor any of its affiliates provided the ompany with any

non-executive compensation consulting services in 2010

Longnecker reports
to and acts at the direction of the Committee The Committee directs

Longnecker in the performance of its duties under its engagement to provide certain guidance on an

ongoing basis including

expertise on compensation strategy
and program design

information relating to the selection of our ompanys peer group as described below

relevant market data and alternatives to consider when making compensation decisions

assistance in establishing and updating annual and long-term incentive guidelines

annual reviews of the total executive compensation program and

support
and advice as the Committee conducts its analysis of and makes its decisions regarding

executive compensation

The Committee does not adopt all of Longneckers recommendatiOnS but uses its work as reference

in exercising its own judgment with respect to its own executive compensation actions and decisions

The compensation consultant regularly participates
in the meetings of the Committee and meets

privately
with the Committee at the Committees request Our management provides input to the

consultant but does not direct or oversee its activities with respect
to our executive compensation program

Other Advisors

horn time to time we engage other advisors to assist management and the ommittee regarding

executive compensation matters Such advisors have included among others an outside corporate
law firm

to advise management and the Committee regarding various legal issues and an outside actuarial firm to

evaluate benefits programs

Role of Management

Our Chief Executive Officer annually
reviews the competitive pay position

and the performance of

each member of senior management other than himself Our Chief Executive Officers conclusions and

recommendations based on his reviews of the other Named Executive Officers including his conclusions

and recommendations with respect
to base salary adjustments and annual award amounts are presented to

the Committee The Committee makes all compensation decisions and approves all share-based awards for

the Named Executive Officers other executive officers and other officers at or above the Senior Vice

President level The Committee may exercise its discretion in modifying any compensation adjustment or

awards to any executive officer

Our Board of lirectors annually
considers the performance of our hief Executive Officer The

ommittee determines all components of our Chief Executive Officers compensation

Executives in our Human Resource Department assist our Chief Executive Officer with his

recommendations and with the assistance of other officers and employees as needed develop and present

other recommendations regarding compensation to the Committee The Vice President Human

Resources and member of our Legal Department regularly attend Committee meetings and our hief

Executive Officer other executive officers and our hairman of the Board of Directors participate on an

as-needed basis Our executive officers and other employees participate
in Committee discussions in an

informational and advisory capacity and have no vote in the Committees decision-making process

The Committee meets outside the presence of all of our executive officers to consider appropriate

compensation for our Chief Executive Officer For the other Named Executive Officers the Committee

meets outside the presence of all executive officers except our Chief Executive Officer and Vice President

luman Resources
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Peer Group and Competitive Positioning

Peer Group

We compete for executive talent across many different sectors around the world Our primary

competitive
market generally includes other companies in the energy industry oil and

gas companies

offshore drilling companies and other energy services companies In nmking compensation decisions for

the Named Executive Officers each element of their total direct compensation is compared against

published compensation data

2010 we used group of
peer companies to compare each component of our executive

compensation program to the competitive marketplace This group the Peer Group was comprised of

the following companies

Anadarko Petroleum Corporation Hess Corporation

Apache Corporation
Marathon Oil Corporation

Baker Hughes Incorporated National-Oilwell Varco Inc

Devon Energy Corporation Noble orporat ion

Diamond Offshore Drilling Inc Pride International Inc

ENSCO plc
Rowan ompanies Inc

EOG Resources Inc Schlumberger Limited

Halliburton Company Weatherford International Ltd

The Peer iroup or smaller group may be used for performance comparisons as determined by the

Committee In August 2010 the omnhittee removed Smith International Inc from the Peer Group due

to Smith International Inc.s merger with Schltimherger Limited

Competitive Positioning

Generally we set the target compensation for our executive officers including the Named Executive

Officers at the market median to remain competitive
and avoid contributing to the ratcheting-up of

executive compensation that occurs when large number of companies all target their executive

compensation at above-median levels In 2010 we determined the market median based on data from the

Peer Group and market suicys analyzed by the compensation consultant each weighted at 50%

Our approach to setting executive compensation which is periodically reviewed and updated by the

Committee is as follows

Element Thrgeted PosItion Comments

Base Salary
Market median Individual circumstances can allow for

certain positions
to he above or below the

median

Annual Bonus Opportunity to earn total Actual payout based on performance

cash compensation Metrics include both financial and

competitive
with market operational results that drive long-term

with upside/downside
value Current award potential ranges

from

based on performance
0% to 200% of target

against financial and

operating metrics
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Element lrgeted Position Comments

lotal Cash ompensation Market median Thrgct performance is intended to result in

median total cash compensation Superior

perlormance will result in 75th percentile or

higher total cash compensation Below

target performance will result in below

median total cash compensation

Longkrm Incentives Market median urrent practice is to award time-vested

options stock options deferred units requiring

restricted shares and continuous employment and fully contingent

deferred units deferred units that vest based on total

shareholder return compared to group of

companies we consider our performance

peers See Long-Term Incentive Plan for

description of this group At median

performance relative to this group of

performance peers we provide vesting of

the contingent deferred units at target and

at upper quartile performance the

maximum contingent deferred unit award

vests

Total 1irect Compensation Market median Ability to earn above or below market

median based on performance

Fhe data from the peer group is gathered based both on position CEO FO and General Counsel

and according to pay rank for the highestpaid position the second highestpaid position and so forth The

Committees compensation consultant recommends this approach because of the variations in pay based

on position and the need to ensure that sufficient number of market matches exist for meaningful

comparisons The positions of Executive Vice President Asset and Performance and Executive Vice

President Global Business are considered to he equivalent internally and are difficult to match based on

position or role Consequently the data used to compare these positions is based on the median pay for all

of the fourth- and fifth-ranked positions from the companies in the Peer Group Data from the peer group

analysis is combined with that of industry specific surveys to determine market ranges for each of our

Named Executive Officers

Each element of compensation and the total direct compensation for each of the Named Executive

Officers is then compared to the estimated market median for his or her position

In 2010 total direct compensation for the Named Executive Officer positions ranged from 294 below

to below the competitive market median with an average of 21% below for the group This range is

due to number of factors including the fact that number of our Named lIxecutive Officers have not

been in their positions for long period of time salaries falling below our median market target and the

impact of the performance-based elements of our incentive compensation programs

Compensation Program Iesign

The ommittee reviews information including Peer Group and other compensation survey

inlormation developed and provided by the compensation consultant to determine the appropriate

compensation levels and mix Although we have no preestablished policy or target for the allocation

between either cash and non-cash or short-term and long-term compensatLon we have designed the

components of our compensation programs so that as an executives responsibility increases his or her

compensation mix is weighted more heavily toward performance-based and at-risk compensation and less

heavily toward base salary while at the same time remaining competitive at or near the market median for
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total direct compensation and with mix that is similar to that of our peers Any benefits or perquisites

that an executive officer may receive are not considered for purposes of this analysis We supplement

performance-based and at-risk compensation with downside protection
to minimize the turnover of

executive talent and to ensure that our executives attention remains focused on the ompanys and our

shareholders interests Such downside protection
includes but is not limited to severance benefits as

discussed in more detail below

We believe that lack of internal pay equity among our executive officers would he detrimental to

morale and productivity
and as result to advancing the Companys and our shareholders interests To

that end we have designed our compensation programs so that all executives participate
in the same

compensation programs that our Chief Executive Officer participates
in and so that base salary and

incentive reward opportunities
are commensurate with the executives relative levels of responsibility

within the Company

We also consider total compensation when we design our compensation programs and determine

compensation levels We developed thorough analysis
of the total value of each Named Executive

Officers entire compensation and benefits package That analysis
resulted in total compensation tally

sheet containing data on all elements of compensation and benefits including retirement plan benefits

severance benefits and vested and unvested equity awards The Committee annually
reviews total

compensation
and considers it along with the other factors noted above when making compensation

decisions Based on its reviews of total compensation and such other factors the Committee has concluded

that the total compensation paid to the Companys executive officers including the Named Executive

Officers is reasonable for the related performance period lowever compensation practices
and

philosophy
are an evolving practice and future changes may he made to take into account changed

circumstances practices competitive
environments and other factors

Executive Compensation programDirect Compensation Elements

Base Salaries

We provide our executive officers including the Named Executive Officers with base salaries that

provide them minimum level of compensation for services rendered during the year The base salaries of

our executive officers are reviewed upon promotion or other change in job responsibility and they are

also reviewed annually both individually and relative to other executive officers Base salary adjustments

are made to reflect our desired position
in the competitive

market
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In February 2010 the Committee reviewed the base salaries of the Named Executive Officers In

connection with its review the ommittee considered recommendations from our Chief Executive Officer

competitive compensation information based on Peer Group and other survey data the job

responsibilities performance and expected future contributions of each executive officer and our

compensation philosophy and objectives Considering input from Longnecker the Committee concluded

that overall our Named Executive Officers base salaries for 2010 fell below the market median

As result effective February 16 2010 for Messrs Rosa Brown and Bohillier and Ms Richard and

March 2010 for Mr Newman the Committee approved increases in base salary or base salary

reference for these individuals to the following amounts

Mr Newman $900XM

Mr Rosa $450XX

Mr Brown $468XX

Mr Bobillier
$392XX

Ms Richard

Itase satan rctercnce is coiivertcd to II at the ompanys long-term exchange rate of .21 IF to USE

In connection with his appointment as Executive Vice President Global Business in August 2010

Mr Thmas annual base salary reference was increased to $300H

/ianges in 2011

Effective 1ehruary 10 2011 the Committee approved increases in base salary for the Named

1-ixecutive Officers to the following amounts based on the assessment of the market data provided by the

compensation consultant and the ommittees assessment of the continued progress
of the Named

Executive Officers in their respective
roles

Mr Newman $1lOO0
Mr Rosal 5X000

Mr Brown 5000X

Mr Uohillierl 4350X

Mr Ibma 4350

It.tsc salary reference is converted to IF at the rnipanys long-term exchange rate of 1.21 lIF to USE

Perfirmauce-ilased Incentive ompensation

Our performance-based incentive compensation is delivered through two programs our Performance

Award and ash Bonus Plan and our Long-krm Incentive Plan

flrjornante Award and as/i Bons lan

Our Performance Award and Cash Bonus Plan the Bonus Plan is goal-driven plan that provides

participants including the Named Executive Officers with the opportunity to earn annual cash bonuses

based on performance as measured against predetermined performance objectives Individual target
award

levels expressed as percentages of the participants base salaries are established by the Committee at the

beginning of the year These individual target award opportunities range from 10% of base salary for the

lowest level eligible participant to 100% of base salary for our Chief Executive Officer The target award

opportunities under the Bonus Plan when combined with base salaries are intended to position the

participants on average to earn total cash compensation approximating competitive market median levels

In addition other performance levels above and below the target provide the opportunity for participants

to earn total annual cash compensation above the competitive
market median when above-target
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performance warrants up to designated maximum or the possibility of earning total annual cash

compensation below the median in cases of below-target performance

For performance during the past five years 2006-2010 the Bonus Plan has paid out in excess of the

target level one time and tinder the target level four times Other than in 2007 when the bonus payout was

impacted by change-in-control provisions triggered by our merger with GlohalSantaFe the maximum

payout level was not achieved during this five-year period The Named Executive Officers
average payout

percentage over the past five years was 97/ of the target award opportunity with the lowest payout of 0%
in 2009 and the highest payout of 2511% in 2117 under the provisions of prior change-in-control policy

lhis policy was subsequently modified to limit payouts to 200% of the target award opportunity

2010 Las/i Bonus P/an

Under the 2010 ash Bonus Plan each Named Executive Officer had potential payout range of

to 2Y of his or her individual target award opportunity In February 2010 the ommittee also

established
target bonus opportunity for It for each of the Named Executive Officers which is

expressed as percentage of base salary as follows

Mr Newman lto
Mr Rosa 7S
Mr Brown

Mr I3ohillier 75
Mr loma

Ms Richard

In Connection with his appointment as Executive Vice President Global Business in August 2010
Mr Tomas bonus

opportunity was increased to 75%

Ierformance Measures Payouts under the 21 11 Bonus Plan were determined based on the results of

five performance measures

Safety Performance 25
Total Recordable Incident Rate TRIR
Total Potential Severity Rate TPSR

ash Flow Value Added EVA relative to our annual budget 50%
Newbuilds and

Enterprise Resource Planning l.5

The calculation for each measure was interpolated relative to threshold target and maximum amounts

based on actual results

The 2119 Bonus Plan included several performance measures that were not included in the 2t It

Bonus Plan The overhead cost metric which was based on actual performance of managing overhead

costs against the Companys 2119 budgeted amount was included in the 2119 Bonus Plan to specifically

ensure that overhead costs were matched to the reduction in market activity seen in 2119 The lost revenue

metric which was based on the 2009 budget and out-of-service days of specific projects was not included in

the 2010 Bonus Plan as the effect of the lost revenue metric is embedded in the overall FVA performance

measure The weight of the FVA metric was increased from 30% for the 2119 Bonus Plan to 50% for the

2010 Bonus Plan to ensure that financial performance still accounted for 50% of the total bonus outcome

Additionally the high-potential dropped objects I-IPDO component of the Safety Performance metric

was removed for the 2010 Bonus Plan as the impact of HPDOs is already included in the determination of

TPSR
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.Safriv lerfirnuuue Our business involves numerous operating ha/aids and we remain committed to

protecting our employees our property and the environment Our ultimate goal is expressed in our Safety

Vision of an incident-free workplaceall the time everywhere The ommittee sets our safety

performance targets at levels each year that motivate our employees to continually improve our safety

performance toward this ultimate goal Twenty-five percent
of the total award opportunity

is based on the

overall safety metric

The Committee measures our safety performance through combination of our total recordable

incident rate RIR and total potential severity rate TPSR
TRIR is an industry standard measure of safety performance that is used to measure the frequency

of companys recordable incidents and comprised 50% of the overall safety metric TRIR is

measured in number of recordable incidents per 2000X employee hours worked

lPSR is proprietaly safety measure that we use to monitor the total potential severity of incidents

and comprised 50/ of the overall safety metric Each incident is reviewed and assigned number

based on the impact that such incident could have had on our employees and contractors and the

total is then combined to determine the IPSR

lhe occurrence of fatality may override the safety performance measure

The ommittec set our TRIR target for 2010 at 0.73 and our TPSR target at 38.0 For TRIR

achievement of this target would reflect 5% improvement over 2K9 actual results For TPSR the target

set for 2009 was maintained as the target for 2010 as 2009 actual results fell short of the 2009 target by

9.W7 Achieving performance at the target levels would result in the Named Executive Officers receiving

payout of XY/ of the target bonus amount for this performance measure

Based on the foregoing safety performance measures the actual TRIR was 0.74 and the TPSR was

35.4 for 2010 These outcomes together resulted in calculated payout percentage of 115% for the safety

performance measure for 2110 lowever due to the fatalities that occurred in 201 the Committee

exercised its discretionary authority to modify the TRIR payout component to zero which resulted in

modified payout percentage of 7.4 for the safety performance measure

as/i Flin% Value Added IVA Fifty percent of the target award opportunity
for each Named

Executive Officer under the 2010 Bonus Plan was based upon our achievement of FVA based on sliding

scale that measures our CFVA performance for 201 relative to OUi annual budget

CFVA is equal to Net Income Loss before Extraordinary Items

Plus Depreciation Expense

Plus Minus Net Interest Income Expense

Plus Minus Gain Loss net of tax on Ieht Retirement or Asset Sales lispositions or

Impairments

Plus Minus Other Unusual Items net of tax

Plus Minus Unusual Tax Items

Plus Expenditures related to Approved Long-Term investments

Minus Overhead Allocations

Minus Charge for Average Capital Weighted Average Cost of Capital multiplied by Average

api tal

Where Average apital is equal to Thtal Equity

Plus ibtal .ong1irm icbt I3ook Value

Minus ash and ash Equivalents

Minus Goodwill

Plus Capitalized Lease Obligations under AAI Short and Long Thrm

Minus Net Book Value of Fixed Assets

Plus Fair Market Value of Fleet excluding newbuilds
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llus Incremental Capital Expenditures during the Year

Minus apital Expenditures related to Newbuilds and other Approved Long-lerm

Investments

ftc rumittee set CFVA target of $1.05 billion which would result in participants receiving full

payout of the target bonus amount for achieving this performance measure In the event the EVA was

less than $75 million there would he no payout for this performance measure If the EVA was equal to

or exceeded $1.6 billion the payout would he the maximum of 200% of the target
bonus amount for this

performance measure If the EVA fell between these amounts the payout percentage would he

interpolated on modified straight line basis that includes no significant
acceleration or flattening between

data points ihe Committee believes that CFVA helps give the Named Executive Officers clearer picture

of their contribution to the profitability and share price
of the Company and reflects whether or not

operations
exceed the expectations of the shareholders and our Board of Iirectors

For 2010 CFVA was $226 million which resulted in payout of 0% of the target bonus amount for

this performance measure

Nevbuild.s The ommittee recognizing the value of providing additional incentive to our executive

officers to continue to focus on financial and operational discipline in the delivery of certain newbuilds

luring 2010 included the newhuilds performance measure The newhuilds performance measure is based

on capital expenditures
net of field operating contribution which is the revenue generated by rig less the

expenses incurred by that rig over given period The Committee set the bonus amounts for this

performance metric in accordance with the following scale

Newbuilds Performance Measure
Payout

less than or equal to $627 million
200

less than or equal to $654 million
5Y

less than or equal to $65 million
Xf%

less than or equal to $716 million
50%

greater than or equal to $747 million

For 2010 the newbuilds performance measure was $792.6 million which resulted in payout of 0% of

the target bonus amount for this performance measure

Enterprise Resource Planning The Committee recognizing the importance of the successful

implementation of the ompanys enterprise resource planning system ERP which is designed to

streamline the management of core information processestnd functions of the ompany from shared

data stores added it as performance measure for 2010

lhe ommittee has measured our implementation of the enterprise resource planning system through

combination of measuring the completion of employee training compliance at the time the system is

rolled out critical factor to an effective launch the timing of the roll out and the achievement of

targeted system up-time following the roll out

training compliance comprises 46% of this metric 7% out of the 15% total ERP performance

component The Committee set the bonus amounts for this element of the metric in accordance with the

following scale

ftaining compliance
Payout

greater than or equal to 9% 2f0

greater than or equal to 90% 50

greater than or equal to 0%
greater

than or equal to 75%

less than or equal to 70%
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Timing of the system roll out comprises 27% of this metric 4% out of the 15% total ERI

performance component The Committee set the bonus amounts fr this element of the metric in

accordance with the following scale

Month of system roll out Payout

April 2010 150%

May 2010 100%

June 2011 50%

After July 31 2010 0%

System up-time following the roll out comprises 27 of this metric 4% out of the 15% total ERP

performance component The Committee set the bonus amounts for this element of the metric in

accordance with the following scale

System up-time following the roll out Payout

greater than or equal to 99.5% 200
greater than or equal to 99% 150

greater than or equal to 98% 100%

greater than or equal to 95% 50%

less than or equal to 90% 1%

Results for each element of this performance metric were interpolated on straight line based for

performance levels between the outcomes provided above The enterprise resource planning system was

officially rolled out in April 2010 the Company achieved training compliance of 98 and the system

up-time in 2010 following the roll out was 99.5% This combination of outcomes resulted in payout

percentage of 173% of the target bonus amount for this performance measure for 2010

Actual Bonus Plan Compensation for 20/0 Based Ofl the performance measures described above and

taking into account the Committees decision to override the TR1R Safety metric to payout each of

our Named Executive Officers received 44.8/ of his or her targeted bonus compensation opportunity in

2010

In recognition of the outstanding achievement by Mr Brown in leading the response to the

unprecedented challenges the Company faced subsequent to the Macondo Incident in February 2111 the

ommittee awarded Mr Brown an additional cash bonus of $75000

Changes for 2011

The Committee has determined the performance measures comprising the Bonus 1lan fr 2011 The

ommittee retained the safety performance and cash flow value added measures The Committee added

corporate performance measures specific to achieving targeted performance levels in our three focus

areas customer focus people focus and execution Actual performance will he assessed by the Committee

against achievement of specific objectives in each focus area relative to defined targets The weighting of

each component of the target bonus award for 2111 is as follows safety performance 25c cash flow

value added performance 50% and corporate performance objectives specific to achieving our strategic

imperatives in the areas of customer focus people focus and execution 25%
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In February 2011 the Committee also established the target bonus opportunities for 2011 for each of

our Named Executive Officers other than Mr Long and Ms Richard which is expressed as percentage

of base salary and based on an assessment of the market data provided by the consultant as follows

Mr Newman 100%

Mr Rosa 75%
Mr Brown 75%
Mr Bohillier 75%

Mr loma 75%

Long-Term Incentive Plan

Under the Long-Term Incentive Plan of Transocean Ltd the LTP the Committee can design cash

and share-based incentive compensation programs to incentivize
superior performance and the

achievement of corporate goals by employees and others who provide key services to us in order to

promote the growth of shareholder value and retain key talent by providing such individuals with

opportunities to participate in the long-term growth and profitability of the Company

Under the 1.TlI the ommittee may grant participants restricted shares deferred units stock options

share appreciation rights cash awards performance awards or any combination of the foregoing In

granting these awards the ommittee may establish any conditions or restrictions it deems appropriate

The ITIP awards for all executive officers are granted annually at the ommittees February meeting

at which the ommittee also reviews and determines each Named Executive Officers base salary and

non-equity incentive plan compensation opportunity The grant date for such awards is set on the date of

the February meeting except as otherwise described below The Committee sets award grants
in February

in order to consider all elements of compensation at the same time and to more closely align grant dates

and the beginning of performance cycles Our executive officers have no role in setting the
grant date for

any awards to our Named Executive Officers under our LTIR The only exceptions to this timing policy are

one-time sign-on awards or awards for significant promotion which are made at the time of such events

and in certain instances where deemed appropriate special retention awards approved by the Committee

on the date of other meetings of the ommittee during the year In determining the target value for CliP

awards made to the Named Executive Officers the Committee considers competitive compensation

information based on proxy and survey data internal equity and at times individual performance of the

executive officer

The annual long-term incentive awards granted for each of the Named Executive Officers in 2011

were as follows

Mr Newman $5400000

Mr Rosa $l50000
Mr Brown $1500000

Mr Bohillier $1 50000
Mr Toma $1200000

Ms Richard $12X00

2010 .Stock piion wards

Nonqualified stock options were granted to all executive officers including the Named Executive

Officers as part of the 2010 annual long-term incentive grants which were made in February 201t

Options were granted with an exercise price equal to the closing market price of the ompanys shares on

February 18 2010 or $83.32 with three-year vesting schedule ratably one-third each year and

ten-year term When determining the number of stock options to grant to senior management in the 2011

annual grant the ommittee established the target value for the employees total long-term incentive

awards took one-half of the total target value and allocated that to stock options and then divided the
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total target value for stock options by the estimated Black Scholes Merton value
per option to determine

the actual number of options to he granted

2010 otingezt 1cfernd Units

Contingent Deferred Units CDUs were granted to all executive officers including the Named

Executive Officers as part of the ompanys 2ll annual long-term incentive grants Each IU
represents one share Each CDU granted in 2010 has three-year performance cycle of January 2011

through December 31 2012 The number of CDUs earned by Named Executive Officer will be based on

the total shareholder return of the Company and Ii of the Company performance peers If of which are

in the Peer Group Baker Hughes Incorporated Diamond Offshore Drilling Inc Ensco plc lalliburton

Company Nahors Industries Ltd National-OilweII Varco Inc Noble Corporation Pride International

Inc Rowan Companies Inc Schlumberger .imited and Weatherford International Ltd collectively the

Performance Peer Group

The Performance Peer Group was initially determined by the ommittee based on information

provided by prior compensation consultant regarding the historical total shareholder return of the

companies in the Performance Peer Group relative to the Company The companies in the Peer Group
with historical total shareholder returns closest to the Companys were selected for inclusion in the

Performance Peer Iroup along with Nahors Industries Ltd which while no longer included in the Peer

Group is still considered by the Committee to he peer of the Company from total shareholder returns

standpoint Prior to August 2010 Smith International Inc was included in the Performance Peer Group

hut due to Smith International Inc.s merger with Schiumberger Limited the onimittee removed Smith

International Inc from the Performance Peer Group

Total shareholder return through the performance cycle is based on the comparison of the average

closing share price for the 30 consecutive business days prior to the start of the performance cycle and the

average closing share price for the last 30 consecutive business days in the performance cycle for the

Company and each of the companies in the Performance Peer Group The companies are then ranked

according to percentage of improvement/deterioration in share price adjusted for dividends The number

of DUs the Named Executive Officer may earn is determined based on the ompanys percentile rank

among the companies in the Performance Peer Group

hr the current Performance Peer Group threshold performance is total shareholder return equal to

or above the 25th percentile of the Ierformance Peer Group at which 25 of the target
award earned

Performance below the 25th percentile results in no awards being earned Thrget performance is equal to

or above the median of the Performance Peer Group at which 100% of the target award is earned At

maximum performance which is considered to he at or above the 75th percentile of the Performance Ieer

Group 175% of the
target

award is earned Upon vesting each CDU together with cash payment equal

to any dividends accrued during the performance cycle for earned and vested shares will be distributed to

the Named Executive Officer The target value of the 2010 CDU grants to each of the Named Executive

Officers was one-half of such officers total 20 It long-term incentive award target
value

In Februaiy 2011 the Committee determined the final value of the 2X8 CIU grants which were

based on total shareholder return relative to the Performance Peer Group for the performance period

beginning January 2008 through December 31 2010 For this period the total shareholder return fell

below the 25t5 percentile of the Performance Peer Group which resulted in determination that no

deferred units would he earned for the 2008 CDU grants

.Special Retention wards

In February and November 2010 recognizing the need for an additional mechanism to ensure the

Company is able to retain key executives the ommittee approved special retention awards to certain

officers The Committee structured the awards using equity to promote alignment of employee interests

with the interests of the Companys shareholders Mr Brown received an award in February 2011 that was

intended to engage him in facilitating and ensuring smooth transition for the new
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Messrs Bohillier Rosa and loma received awards in November 2010 that were intended to address

competitive market
pressures and ensure stability in the executive leadership team for the future

Mr Brown was granted 8103 time-vested deferred units Messrs Bohillier and Toma were each

granted 9.412 time-vested deferred units and Mr Rosa was granted 12549 time-vested deferred units lhe
number of deferred units granted to Mr Brown was based Ofl target award of $7k0 divided by the

average of the closing market price of the Companys shares Ofl the NYSE for the last 30 consecutive

trading days prior to February 2010 or $87.36 The number of deferred units granted to

Messrs Bohillier and Thma was based on target award of $6000K divided by the average of the closing
market price of the ompanys shares for the last 30 consecutive trading days prior to October 29 2010 or

$63.75 The number of deferred units granted to Mr Rosa was based Ofl target award of $8XKX divided

by the same factor or $63.75 The deferred units vest in one-third increments over three-year period on
the anniversary of the date of grant

1zanges for 2111

In May 2010 the ommittee determined that LTIP awards to the executive officers would going
forward include an evenly-weighted mix of time-vested stock options fully contingent deferred units and

time-vested dekrred units with the actual percentages of each type included in the award to he

determined at the timeof each grant

In February 2011 the ommittee determined that the terms and conditions of the time-vested stock

option awards and time-vested deferred units would remain unchanged from the previous year and that

Seadrill Limited would he added to the Performance Peer Group for the fully contingent deferred unit

awards Ihe ommittee approved the grants of such awards to the Named Executive Officers The target
LTIP award for 2011 for each of our Named Executive Officers other than Mr Long Ms Richard and

Mr Brown is as follows

Mr Newman $6600XX
Mr Rosa

Mr Bohillier $l500XK
Mr ma

$1 5M00

Compensation Related to Former Executive Omcers

lccekration of Mr 1.os Equity Awards Upon Retirement

On February 22 2010 the ommittee approved the acceleration of the vesting of all stock options and

time-vested restricted share awards held by Mr Long upon his retirement as our Chief Executive Officer

and member of our Board of Directors on February 28 2010 such that the awards vested upon his

retirement and were exercisable pursuant to the original terms of such awards In addition the Committee

approved modification of the performance-based contingent deferred units held by Mr Long at

retirement such that he became eligible to receive the entire amount of the units that he would have

earned over the three-year performance cycle for the units instead of pro rata portion for the period he

was actively employed The ultimate award he receives will he based on his original target performance
award modified by the ommittees determination of the Companys relative total shareholder return

performance at the conclusion of the applicable performance cycle

The details of Mr I.ongs post-employment compensation are more fully described in the section

Executive ompensation---.Potential Payments Upon Termination or Change of Control

.Separatioi u/ Ms Ruliard

Ms Richard resigned from the Company effective May 31 2010 The Company entered into

severance agreement with Ms Richard the details of which are more fully described in the section

Executive ompensationPotential Payments Upon Termination or Change of Control
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Executive Compensation lrogramllealth Welfare and Other Benefits

Health Benefits

We provide our Named Executive Officers with health welfare and other benefits that we believe are

reasonable and consistent with our overall compensation program The Named Executive Officers

participate
in variety of health and welfare and paid

time-off benefits as well as in the savings and

retirement plans described below all of which are designed to enable us to attract and retain our

workforce in competitive marketplace The Named Executive Officers medical and dental benefits for

themselves and their dependents are provided through our self-funded lealth Care Plan for employees on

the same basis as other employees

We also provide each of our executive officers on the U.S payroll including the Named Executive

Officers life insurance benefit equal to four times covered annual earnings capped at maximum of

$1 million Each of our executive officers may purchase at his or her own expense an additional amount of

life insurance equal to one to three times his or her covered annual earnings capped at maximum of

$500000 The combined total of life insurance that we offer our executive officers is limited to $1 5H.XH

similar level of coverage is provided to executive officers on the Swiss Franc payroll

We also provide
for the continuation of base pay at the onset of illness or injury to eligible employees

who are unable to perform their assigned duties due to non-occupational personal illness or injury Pay

continuation is based on monthly base salary exclusive of annual incentive plan compensation or other

extraordinary pay

Retirement Savings Plan

Our U.S Savings Plan is tax-qualified defined contribution retirement savings plan
in which all of

our U.S employees citizens and tax residents including the Named Executive Officers other than

Messrs Rosa Bohillier and Toma who are not U.S citizens or tax residents are eligible to contribute up

to 50% of their annual base salary up to the prescribed Internal Revenue Code annual limit 16.5H in

2010 on pre-tax
basis or after-tax basis if participating in the Roth 401k Subject to the limitations set

forth in Sections 40lal7 401m and 415 of the Internal Revenue Code our Company matches in cash

on pre-tax basis 100% of the first of eligible base pay that is contributed to the plan by participating

employee Participants age
So and older including the Named Executive Officers who are older than 50

may also make additional catch-up contributions on pre-tax
and/or Roth after-tax basis each year up

to the prescribed
Internal Revenue Code annual limit $5500 in 2010 Catch-up contributions are not

matched by the Company

Withdrawals from the U.S Savings
Plan made by an employee who is less than 59/2 years

of age may

he subject to 10% penalty tax

Pension Equalization
Plan

Effective January 2009 the legacy
ilohalSantaFe Pension Equalization

Plan and the legacy

Transocean Supplemental Retirement Plan were merged into the Transocean Pension Equalization
Plan

the PEP non-qualified non-contributory defined-benefit plan Th the extent the annual income ol

an eligible employee including the Named Executive Officers exceeds either the annual income

limitations or the annual benefit limitations imposed by the Internal Revenue Code for purposes of

calculating eligible
remuneration under qualified

retirement plan income is limited to $24500 in 2010

and benefits are limited to $195000 in 2010 any pension benefits attributable to such difference are paid

in lump sum from general assets The formula used to calculate benefits under the PEP is the same as

that used under the U.S Retirement Plan The lump-sum equivalent
of the accrued benefit of certain

individuals as of December 31 200H attributable to the legacy Transocean Supplemental Retirement Plan

is calculated using the interest rate in the legacy Transocean Supplemental Retirement Plan which was the

annual interest rate equal to the yield on new 7-12 year
AA-ratcd general obligation tax-exempt bond as

determined Lw Merrill Lynch or its affiliates and published in The Wall Street Journal
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7ansocean Management lid Pension Plan

We maintain the Transocean Management Ltd Pension Plan nonqualified defined contribution

plan for our non-U.S citizen employees who relocate to Switzerland Messrs Rosa Bohillier and Toma

were the only Named Executive Officers in fiscal 2010 who participated in this plan The plan is funded

through cash contributions by us as percentage of compensation along with contributions by employees

Mandatory contributions by the employees are ôe/e of pensionable salary Additional voluntary

contributions are permitted hut these contributions do no generate any additional match by the Company
Current Company contribution levels are as follows

Age ompany Match

24 10%

34 12%

44 14%

54 16%

Contributions are based on participants annual salary Regular retirement age under the plan is age

65 for men and 64 for women as is customary in Switzerland

Redomestication Benefits

Each of our executive officers who relocates to our principal executive offices in Switzerland is

provided the following allowances and reimbursements

relocation package for such executive officer that includes among other things lump sum

relocation allowance equal to $30XX temporary housing in Switzerland for up to six months and

standard outbound services including house hunting trip tax preparation and financial

planning services home sales assistance shipment of personal effects and other relocation costs

housing allowance of 11 00 to 40 Swiss francs
per month for five years

car allowance of Swiss francs
per month for five years

cost of living allowance of I5/ of base salary for five years capped at maximum of $7500 per

year

reimbursement or payment of school fees for eligible dependents under age 19 and

home leave allowance equivalent to full-fare economy round-trip ticket for the executive officer

spouse and qualifying dependents hack to their point of origin which on average equates to

approximately $2700 per year per
executive officer and will continue for five years

The amounts presented above are expected to he reviewed on an annual basis and may be adjusted

based on market conditions In addition following the expiration of the five-year period any or all of the

foregoing allowances and reimbursements may he amended terminated modified and new allowances and

reimbursements may he added

We provide tax equalization to the executive officers on the U.S payroll SO that their tax liability will

be equal to their stay at home tax liability with respect to their base salary annual bonus and incentive

plan awards Non-U.S employees may choose as an alternative to this U.S tax equalization program to

be personally responsible for Swiss taxes on their base salary annual bonus and incentive plan awards The

allowances and reimbursements outlined above are grossed up to cover Swiss taxes and social security

payments Each of the executive officers is fully reimbursed for any obligation such executive officer may

have to pay Swiss wealth tax
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Perquisites and Other Personal Benefits

Each of our Named Executive Officers may receive each year as perquisite up to $500 in financial

planning and tax assistance Each of our Named Executive Officers may also receive club membership

benefit listorically we have also provided social security tax FIA gross up for these perquisites

Effective in 201 we stopped providing gross ups for FICA payments on perquisites including the

financial and tax planning assistance and club membership benefits that we provide to Named Executive

Officers This gross up was only provided to Named Executive Officers on the U.S payroll All Named

Executive Officers continue to he covered by our tax protection program for expatriates assigned to

Switzerland The amount of these perquisites that each of our Named Executive Officers actually received

in 2010 was taxable to the executive officer in 2010 Each of our Named Executive Officers is eligible
for

ompany paid annual physical exam

The Committee annually reviews the nature and amount of the perquisites
and other personal

benefits provided to each of our executive officers to ensure that such perquisites are reasonable and

competitive with industry practice

Executive Compensation ProgramPost-Employment Compensation

Retirement Plans

Our senior executives including the Named Executive Officers participate
in one or more of the

following retirement plans

US Retirenenl P/wi

The Transocean U.S Retirement Plan is tax-qualified defined benefit pension plan funded through

cash contributions made by us based on actuarial valuations and regulatory requirements The purpose of

the plan is to provide post-retirement income benefits to our U.S employees U.S citizens and tax

residents in recognition
of their long-term

service to us Employees working for the Company in the U.S

are fully vested after five continuous years
of employment or upon reaching age 65 Benefits available to

our Named Executive Officers are no greater
than those offered to non-executive participants Employees

earn the right to receive an unreduced benefit upon retirement at age 65 or older or reduced benefit

upon early retirement age 55 The plan was amended effective January 2009 to eliminate the 30 year

lifetime cap on credited service

In ternatwnal Retirement l/an

The International Retirement Plan is nonqualitied defined contribution plan for non-U.S citizen

employees who accept international assignments and have completed at least one full calendar month of

seiice The plan is funded through cash contributions by us as percentage of compensation along with

voluntary contributions by employees which are limited to l57 of the employees base salary For more

information on this plan including current Company contribution levels please read Executive

ompensationPension Benefits for Fiscal Year 2010Transocean International Retirement Plan

Severance and hange-of-control Arrangement.s

We believe that the competitive marketplace for executive talent and our desire to retain our

executive officers require us to provide our executive officers with severance package Each of our

executive officers only receives severance package in the event we choose to terminate the executive

officer at our convenience urrently all Named Executive Officers are covered under our executive

severance benefit policy which provides
for specified payments and benefits in the event of termination

at our convenience convenience-of-company termination occurs when determined by the Committee in
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its sole discretion tinder convenience-of-company termination in addition to compensation and henefts

accrued up to the point of termination an executive officer would receive each of the following

pro rata share of that years targeted non-equity incentive plan compensation as determined by

the ommittee

cash severance payment equal to one year base salary

all outstanding awards granted under our would he treated under the

convenience-of-company termination provisions as provided for in the award documents and more

fully described under Executive CompensationPotential Payments Upon lermination or Change

of Control and

outplacement services not to exceed 54 of the base salary of the executive officer

We also believe that the interests of our shareholders are served by limited executive change of

control severance policy as well as by the change-of-control provisions
included in our Performance Award

and ash Bonus Plan and LongThrni Incentive Plan for certain executive officers who would he integral

to the success of and are most likely to he impacted by change of control An executive officer who

receives benefits under our executive change of control policy was not eligible to receive the severance

benefit payable pursu.ant to the Transocean Executive Severance Policy which is described below An

executive officer is only eligible to receive benefits under our executive change of control severance policy

if we choose to terminate the executive officer or the executive officer resigns for good reason following

the change of control Mr Brown who is retiring in 2011 is the only executive officer covered under our

executive change of control severance policy This policy provides that individuals who within 24 months

after change of control are terminated without cause as defined in the policy or leave us for good

reason as defined in the policy will receive in addition to compensation and benefits accrued up to the

point of termination the following

pro rata share of that years target bonus as determined by the ommittec

lump-sum cash severance payment equal to 2.99 times the sum of base salary and targeted award

level under the Bonus Plan for such executive officer

all outstanding awards will be treated under the convenience-of-company termination

provisions as provided for in the award documents and more fully described in the accompanying

Executive CompensationPotential Payments Upon Termination or hange of Control

outplacement services not to exceed of the base salary of the executive

an additional payment to cover excise taxes imposed under Section 4999 of the Internal Revenue

Code on excess parachute payments or under similar state or local law if the amount of payments

and benefits subject to these taxes exceeds 110% of the safe harbor amount that would not subject

the employee to these excise taxes provided however that if the amount of payments and benefits

subject to these taxes is less than 110% of the safe harbor amount payments and benefits subject to

these taxes would he reduced or eliminated to equal the safe harbor amount

for purposes of calculating the executive officers benefit under the IEI the executive officer will be

assumed to have three additional years of age and service credits for vesting and accrual and the

executives employment will be deemed to have continued for three years following termination at

the then-current annual base salary and target bonus and

other benefits consistent with severance practices for non-executive employees

All of our executives were eligible to receive benefits under the Executive Severance Policy for the full

plan period Each would have received the following benefits in the event of an involuntary termination

under the terms of the Executive Severance Policy

pro rata share of that years targeted award level under the Bonus Plan for such executive officer

as determined by the Committee
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cash severance benefit equal to one year of base salary

all outstanding awards granted under our LTIP would be treated under the

convenience-of-company termination provisions as provided for in the award documents 2K9
vested options would remain exercisable until the earlier of 60 days following the termination

date and the expiration date of those options 2X8 vested options
would remain exercisable

through the expiration date of those options unvested options would he forfeited and the executive

would be entitled to pro-rata portion of the earned CDUs for the period the executive was actively

employed

continued medical and dental coverage including dependents at the active employee rate

beginning on the termination date and continuing for two years or until the date he or she is eligible

for other employer coverage and

outplacement services not to exceed 5% of the base salary of the executive

The Committee periodically reviews severance packages and executive change-of-control severance

packages offered to the executive officers of each of the companies in the Peer Group and has determined

that the limited executive change-of-control severance package described above and the benefits available

under the executive severance benefit policy are competitive
with those packages In order for Named

Executive Officer to receive the benefits described above the executive officer must first sign release of

all claims against us and enter into confidentiality agreement covering our trade secrets and proprietary

information We believe that in the event of change of control it is in the best interests of our

shareholders to keep our executive officers focused on ensuring smooth transition and successful

outcome for the combined company We believe that by requiring both triggering events to occur change

of control and termination prior to our incurring these obligations those executive officers who remain

with us through change of control will he appropriately focused while those who depart as result of

change of control will he appropriately compensated

Stock Ownership Requirements

We believe that it is important for our executive officers to build and maintain an appropriate

minimum equity stake in the Company We believe that requiring our executive officers to maintain such

stake helps align our executive officers interests with the long-term interests of our shareholders Our

equity ownership policy for 2010 and 2011 required that each of our executive officers prior to selling any

restricted shares awarded under our LTIP beginning with the grants made in 2003 must hold an interest in

the ompanys shares as determined below equal to the lesser of the value of all restricted shares or

deferred units as applicable granted under the LTIP beginning with the grants made in 2K3 or since

promotion to the level of Vice President or above or the following

the Chief Executive Officerfive times annual base salary

the President and an Executive or Senior Vice Presidentthree times annual base salary

Vice Presidentone time annual base salary

These thresholds are regularly reviewed by the Committee and adjusted from time to time based on

industry data available to the Committee

The forms of equity ownership that can he used to satisfy the ownership requirement include any

vested or unvested shares accumulated through LTIP awards or other means and the in-the-money

portion
of any vested unexercised options ompliance with this policy by each executive officer is

reviewed by the Committee on an annual basis and the Committee may exercise its discretion in response

to any violation of this policy to limit the eligibility for or reduce the size of any future awards to the

executive officer The ommittee has never found violation of this policy so the omnhittee has not

exercised its discretion in this regard
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Hedging Policy

In order to discourage our executive officers from hedging their long positions
in the Companys

shares we have policy
that prohibits any of our executive officers from holding derivative instruments

tied to our shares other than derivative instruments issued by us such as our convertible notes

Limitations on Deductibility of Non-Performance Based Compensation

To the extent attributable to our United States subsidiaries and otherwise deductible Section 162m

of the Internal Revenue ode limits the tax deduction that United States subsidiaries can take with respect

to the compensation of designated executive officers unless the compensation is performance-based

Under our 1TI the Committee has the discretion to award performance-based cash compensation

that qualifies under Section 162m of the Internal Revenue ode based on the achievement of objective

performance goals All executive officers are eligible to receive this type of award The Committee has

determined and may in the future determine to award compensation that does not qualify under

Section 162m as performance-based compensation

EXECUTIVE COMPENSATION COMMI11EE REPORT

The Executive Compensation Committee of the Board of Directors has reviewed and discussed the

above Compensation Discussion and Analysis with management Based on such review and discussions

the Executive Compensation Committee recommended to the Companys Board of Directors that the

above Compensation Discussion and Analysis
be included in this proxy statement

Members of the Executive Compensation Committee

Edward Muller Chairman

Martin McNamara

Robert Sprague
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EXECUTIVE COMPENSATION

Summary Compensation Thble

The following table provides information about the compensation of the Companys Chief Executive

Officer Chief Financial Officer and the three other most highly compensated officers as of December 31

2010 We also provide information about our former Chief Executive Officer who resigned from

employment with the Company effective February 28 2010 and our former Senior Vice President Human

Resources and Information Technology who resigned from employment with the Company effective

May 31 2010 We refer to the aforementioned individuals as the Named Executive Officers The Company

is not party to any employment agreements with any of our Named Executive Officers

Cbonge Ii
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PrIacipsi Pooltios sr

Steven Newman 2010 8500X 203825 1872682 374062 5502836 6220577 6307.335

Prr.rigfrnt and hief 2009 6364055 2060781 1458240 5686096 6506527 5374687

Executive Officer
2008 544583 1990045 1367545 350438 4179546 504197 4720984

Ricardo Rosa 20I 5173448 1506088 557703 150528 1879649 69222210 3611849

Senior Vice President 2009 4378928 1125112 636313 IU2489 95111310 3334.678

and Chitl Financial

Officer

Eric Brown 2010 465697 75000 1326799 557703 133612 39619512 1002.99413 3.958.0X

Executive Vice 2009 47532511 1125112 795392 69414312 65234013 3742.312

President Lqa 2008 417500 1348564 820537 209706 53026212 10678013 3433349

Administration

Arnaud AY Bobillier 2010 45035714 1294372 557703 131040 10621515 59863916 3138326

Executive Vice 2009 57132514 1125112 795392 3.76115 63951716 3135107

Prrsideni Asset and

Performance

Ihab ibma 200 42793717 1.162.541 446150 109044 8076718 39891719 2625352

Executive Vice

President

3usine.c

Robert long 2010 21922920 86912 390.45921 14.401.28822 15097.88$

Former Chief 2009 121266320 5700703 4030.029 354418021 720.48222 15208057

Executive Officer 2008 1051042 3400983 3464434 918611 424168021 5922122 13135.97

Chetyl Richard 2010 15662523 527.325 446150 39.245 1.89576624 5853.47025 8898.581

Former Senior Vice

President Human

Sflrce5 and

Information

Technology

Represents the aggregate grant
datc fair value during such ycar under accounting standards for recognition of share-ba.scd compensation cxpcnsc

for restricted shares and deferred units granted pursuant to our LTIP in the
spccificd year For discussion of the valuation assumptions with

respect
to these awards please ace Note 17 to our consolidated financial statements included in our Annual Report on Form l0-l for the

year

ended December 31 2010

Represents the aggregate grant
date fair value during such year under accounting standards for recognition of share-based compensation expense

for options to purchase our shares granted under the LTIP in the
specified year For discussion of the valuation assumptions with respect to

these awards please see Note 17 to our consolidated financial statements included in our Annual Report on Form 10-K for the year endcd

Dcccmbcr 31 2010

Non.Equity Incentive Plan Compensation includes annual cash bonus incentives paid to the Named Executive Officers ba.%cd on service during the

year included in the table and awarded in the following year pursuant to our Performance Award and Cash Bonus Plan Thc Performance Award

and ash Bonus Plan including the performance targets used for 2010 is described under Compensation Discussion and AnalysisPerformance

Award and Cash Bonus Plan

There are no nonqualified
deferred compensation earnings

included in this column because no Named Executive Officer received abuve.market

or preferential earnings on such compensation during 2010 2009 or 2008

The 289 amount includes vacation travel allowance of $36405
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Mr Newnttuis ransticean IS Savings IIan of SI 47lM the Ide insurance premiunis paid by the .impafly ott his behalf the tax
gross up br his

expat nate assignment alum inces iif $7887 and fees paid for his financial planning benefit The cost of living adjustment .tutoniohile housing aitd

schooling allowanc and Swiss individual tax at source payments described abose were coitvertcd into 1.151 using cxchatige rates ranging from

11917 to 1.131 for III to US Ihc 2M amount includes cost of living adjusttiient of $71802 automobile allowiitce housittg allowance of

$80032 relocation allowance and expenses of SI 247 2M$ Swiss individual laS at source payments of $187944 ompans contributions to

Mr Newmans Ifansocean U.S
Savings

Iian of S147Kl interest earned due to over-deduction of 411K of $4962 the life insurance premiums

paid by the .ompaity on his bcftalf the tax gross up for his perquisites ol $14357 the total fees paid for his club membership the cost of his

financial planning benefit and the cost of his annual eSectit ice
physical

lhe 2X$ cost of living adjust meat iutonuhulc allowance housing

allowance
movittg

allowance and 24X Swiss individual tax at sttiiree payments described above were converted into USI using exchange rates

ranging front .18 to 1.12 for III to Sl Ihe 21E8 amount iiicludes ontpany contributions to Mr Newmans Iransocean IS Savings llan of

$111350 ompatny eitntrihutionb to his lrarisiicean .S Supplemental Savings Plan of Si 431 the life iitsu ranee prentiurns paid by tue irmpanv

on fits behalf the cost of his finaneial planning benefit the tax gross up for iris
perquisites ol $338 ifie total lees paid for his club trteiitfscrsfrip airf

ftc cost of fits annual executive physical

liir 21111 Mr Rosas base pay was converted into LISI
using exchutttgc rates ranging front 1967 to 1.131 for III ii SI lire amount

mel titles payment for accructf bitt untused vacation iii Mr Rosa in the amount iii 537M92 and vacation travel alIt iwitice of $5.27 Fur 21

Mr Rosas frase pay and yacht ott travel allim anee were converted irrtir USI
using exchange rates rairging from 1.111 It 138 fur IF to 115

lime 2111 amiiutri irtcludcs change in qualified pension benefits iii SI 87964 Ihe 258 inroutrt includes change in qualified pension benefits urf

$184248

11 the 2111 amount includes
ii cost itt living adjustment of $77984 iuturttrm rhile allowance of SI 1474 housing allowance tul 5143835 vacuitiort travel

allowartce Swiss indtsiulumlax lit source of $257824 onrpanv curntrihutiirtrs to Mr Rosas Iransumecan Mairagensent ltd Pensiotr Ilan

of St 142% tax remmbursemeitt for lrencfr tax of StrS.1 i8 the life itrsurance prenrrutrrs paid fry the uimparry ott his behalf and the Ices paid for his

financial planning benefit lhe
pavtnetrts

described abose were coitsericuf irrti ISI imsttrg exchange rates ranging from It 967 to 131 for Ill to

LISt the 258 amount includes cost of
living adjustment un $24.23 exchange rate coefficient of $81519 automobile altowanee uI $16496

housing allowance utf SI 45.557 relocat attn allowance and
expetrses

of $92464 uutnparrv cutntrilulitrns Iii Mr Ritsts lransiicean International

Savings Plan tnf $14.1 loll Irmitsoccan ire itternational Retirenrent Plan of 524.7% intl Iransuivean Management .td Petrsiitn Plait of $35234
258 Swiss individual tax at source pasmcnts ml $54.2 18 reitnbtirsement for

prittr year .5 tax pavmetrts ml $234774 tax reimbursement fur

trench tax iii $57871 retmfrursctrrc at ol trench wealth tax mit $6999 the tax grunss up for Iris perquisites of $171.43 ire life insurance premiums

paid by the onrpanv on his behalf and ftc cost of iris annual exectit ive physical lhc cost itt living adjustment auiottrmnhile alktwance nroving

allowance reimhurscmcnt of French wealtfr tax 258 Swiss individual tax at source payrnreitts tax grtnss up and Iransimeean Management ltd

pension platr coni rifiiiiirmr anrotints were cinseried mlii SI
using cxcititrge rites ratrgirrg front 1.13 tir 1.0 fur II tnt USI and an exchange

rate of 1.3 for 1.1 IR ii 1151 the reimbursenrent of trench taS intiuiti was ciiirsertef rtto SI using itt excharrge rate itt 1.3 fur FUR tin iS
II lire 258 amount includes vacatimnt travel illtwimnce itt $25325

12 lire 211 lIt aminuni includes cltange rn qualified betief its of $124128 arid notrqiialiiietf fcrrelits iii S272_5r7 the 2519 amount

includes cftange rn qiialifnerf pcnsiiiir
benefits of SI 71.438 arid itiiri-qual if ncf pension berref its of 5522715 ihc 58 aiirimuni iirclutfcs change itt

qualrf ted
pcnsiunn

benefits iii $97799 and
non-qualified pension hetrefits of $432463

13 The 21111 irnrinunl includes
ii cost irf

fivitrg adjust merrt mrf 5111811 iutinirtirfrile allowance of Sll474 housing alliiwartce of SI 11138 vacation travel

allowance ml 52955 Swiss individual tax at source payments ii $547978 tax equuumliatiorr payment itt $125467 orrrpany ctrntrihutitrns tit

Mr tlrtrwns Thmmrs4icemir l.l.S Saving Plait of 514751 tire life irrsuranee premiunts ptmif by tire umnrpany uitr Iris behalf tfre tax
gross up fuir his

perqiuisitcs
irrf

expit nate assigrrntent
allowances of $11 9% fees piid fur fris firraneial plarrrrirtg berrefit arrd cluft nremhersirip dues lire cost ml

listing adjusinnent iuitmtrtmbilc antf friruisting alum airces tnrd Swiss inrdisidimal tax mt si iurce payirte rrts described abmive were cuumrverted into US
using cxchatrge rates rangi rig riirni .67 to 131 fur III lii SI lire 21st mirrmiuint iiicludesacost iti liviirg adjust metrl uI $64.45 mututnturbile

allmuwarrce irf $111.1
Iruiusirrg

ml Ii nwarrce in $1 5445 relimeat iiiir allowarrcc arruf experrses irf $114.1 258 Swiss individual tax at sururce paynteiris

ol $278955 Ci
mmnpiny

cininirifrut loris tun Mr ltruiwrrs lrhiitsureeaii IS Smvirrgs llatn itt $14715 the life itrsuraircc prenriumnns Pd fry the
umrrtpatry

mitt Iris behalf the tax
grmrss up for his

perquisites
ut $8516 lire total fees paid for fris club mrrenrbership and the cost mit his annual executive

physical
lire 258 cost irf

living adjust mrrcmrt muiurrrrm mfrmle allowaiicc frm musiirg aIliwmirce nnirsirrg alltrwatree aird 258 Swiss individual tax at suturce

payments described abumve were curnverted irrtmm 11St using exchmtrge rites ringing latin 1.18 tin 1.13 for IF tin LISt The 258 amumunt includes

mtmpany emintrihutimrrrs tin Mr Brurwns Fratrsmmeeatr .S
Smvirrgs Ilmrr ontpiimy cunntribumtiitns to his 1Imtrsuncean Ii .S Suuppleniental Smvrrrgs Ilmn

the life iirsumrancc prenrmums paid by the
unrrrpamry urn his behalf the cunst of his financial pltmnmring benefit the tax

grtiss imp
fumr his

perquisites
of

$21783 the mitral lees paid fur frms club rtrerrnfsc rsirmp arrd the cumsi mit inisarrtnuuil executive pfrysical

14 In 21111 Mr lmnbilimers base pay was cinnverted mImi 115
using exchange rites rangiirg front 0.967 to 31 funr lIE itt 1151 The 258 mnrunuunt

includes piymcnt furr accrued butt unused smeat urn tim Mr Itrhiliier in th anruiturrt url $123952 and vicuit ion travcl allurwmnee of $12532 ir 21St

Mr lnhillners hhmsc pay uirrtusef vhmeat inn anf
hi vacatiurir travel tllinwaircc were emnrrve tied intun 11St using exchange rites rmngimrg fruirn tur 1.1$

tmmr Ill tim lISt mird mn exchamrge rate uI 139 iumr II JR to IS

IS the 21111 anrununt includes chamrge itt quimlified pensiunrr benefits iii SI l8s.2 IS Flic 2t5 tntunuunt imrcludcs change in qualified pensiurn benefits iii

$3761

1n tire 2111 hmmtrirulni mrrcludes curst mit isinmg adjust mmcml of 517887 muutmtrrmfrule uilmmwiirce mit SI 1474
irmnuusimrg

mllowmmnec of $143835 vumchmtitrtr rise

allmrwitrce mrf 5112118 Swiss tmrdividual tax at suuuurce
pmyimrcrmts

mnf S2t277
unnrpmny cmrmnt rnfuiimnrrs to Mr IItmhilliers Irhmirsmmeemmr Mmrragerrietrt .tf

Pensiunn Plan mif $111863 the life irrsuurance prcmniunrs paid by the mrnrrpany unmn his behalf fees
paid

for his fmnatrcial planning benefit in SI 3928

mmrf climb nrenrhership niutes urt SlIn 133 line pmyrrnetrts described iburve were cmntrverted mItt 15
using exchange rates ringing frmnm ult67 ttu 1.131

fmir III tum LISt lire 258 mmrrmuuutrm mtrcluded hi tmist mnf lismrrg idjuistiricirt unt $57749 auturntobilc mllmmwatnce unt $101117 frmnusimrg allmnwamrce utl

5151834 relmicatturn milmnwarrce imrd expcrrses mnf Sl7446$ 258 Swiss irrdividmmmI lix ml source pmymenis mit $123626 mnrrrparrv cunntributiunns tim

Mr ISunhilliers Iretrcfn Sivnrngs llmrr umi S2.254 mild lrmtrsuuecimr Mtrrhmgerrrernt id Pemrsiunrn tlmtr mit $85758 and the cunst mml mms irrimummI execut ise

physmcmI lhe curst mnf Imvmmmg idjmmst mrrernt mtutunnrunbnle mllmiwumice mmrmisirrg mllmnwmnrce 2519 Swiss nmrdividual lix at suuuurce payrriertts lix grmrss up hind

lramnsumcearr Mttrmgcirietrt .td perrsiumnn plan cm irrtribui iunmr trrnm miunrts were cmnmnserted immiui LJSI umsimrg excframnge rites rairgirng frummnn 1.18n io 118 fur

Ill imn IS mrrd in excirumige rate ml .39 fmnr 1.1 JR to LISt line remnrfnuursermremri mnl Iremreh
Sivirrgs

llimr mmrtmnmmmnt was cmnnserted mmmi IS uusirrg

mrr exclrarnge rate mif 3m fmmr 1.1 JR Inn JSI
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17 In 200 Mi Iorrris base pay was converted into SI
using exchange rates

riingltlg
from U.%7 to br IF to tiSi

lS liii 201 iniouni uicludes change in qualilied pensuiri
benefits ot SS.7i7

lie minim iiicludes cost ol living adjmst merit iii $i3.25 autoniobile allowitncc iii SI 1474 hiimising allowance of SI 43.h35 vacation tinsel

allow mimce Swiss individual tax at source payments nil $76.65 ompany cont ribut ions lii Mr limas Iansikeati Management ltd Pension Plan

of SSllinS and the Ide insurance premiutits paid by the ontpany on his behalf The payments described above were ciriiverted into 1351
using

exchange rites ringing
front tI.%7 to Ii for II to 1M

211 lite 20111 amount includes an unused icat ion payout of SI u22u lire 2f amount includes acatiiin travel illiiwance of 23i4r3

21 lhe 211 iminmnt includes ehmtrge ri qualified pension benefits of 5144331 and noti-qualificd pension benefits ii S24642 The 2f aniount

includes change in qtttlilied pension benefits iii SI 53.271 rind niin.qurmlified pettsiiin benefits of $33mt Iiie 2f anioutit includes cfiange in

qumI
ifred pension beticlits of $I77.46 and

non-qualified pension beneflts of 545i4.134

22 Mr long retired front the ompany on February 25 2111 and the 211 atilount iticludesare tireitient distributioii iii SI 35$76i1 Cost nil lisitig

adjusuneimt iii 4645 auttinrirbile allniw anee housing iliniwatice nil 11.675
mirving expenses iii $265114 Swiss individual tax at source paynients

of $222.$4 tax equalicatitin payment if lnS.3 II
nitnpany

contributions to Mr
otrgs

Irattsirtearr IS Savings llarr nit 105f the life

insurance preiriiutris paid by the ompuitrv oti Iris behalf the tax gross up for his perquisites itid expatriate assignmetrt allowaiices of SI 2.552 tees

paid
In ir his finincial planning tietrelit and club tirenihernhip dues The cost iii lix

itig adustnietrt autiitnnrbule atid hiiusirig allirwattces and Swiss

individual tax it source payments described ifise were converted into SI
usittg exchange rates ringing fri nri n57 lii 131 for till to SI

lire 2f irnount includes cost mif living adjustment nil $71i12 autoniiibile allowance iii Si.l07 hiiusing allniwatrce nil Sl333t moving

allowatice arid expenses ii 573if$ 2f Swiss individual tan at source
payrnients

of $3$o 16
rintipairy

contrihutiotts to Mr
.iings

lansnncean

.5 Six
ings

Pliti nit $1 47f interest eirnicd due lii over-deduct ott uI 411 nif 54327 tIre life insurance etniurns paid try lie
nnipani

nm fi is

he fialt he tax grnis.s up for his perquisites of SI 7.4Kl the total fees paid for his club metnbership the cost of his linriticual plmnmiitmg betiet it itid he

cm 1st nt Iris airriual execut ise
pfrysical

lime 2N cost of using adjustment auttitnuibllc allowance froiisirmg il lurwarice ntmrvi
rig

allowancc ruttd 2M
Swiss individual tax at source paymnents

described above were converted mliii SI using exchange rates ranging lrimnr ti 13 for III to

SI lire 2f5 anirimunt includes .otnparry cuiritrihutions to Mr otigs lanisocean IS Savings Plan of 135K ninmpmrry contrihutinmis to Iris

larrsiieeamr IS
Supplenrrertal Savings Plan of $16.5 the life irisuranrce premiums paid 1w the imrnrpany in his behalf tfie cost nil his financial

planning hetretit tfre tax gross up fur his
perquisites

of $433 tIre total fees paid for fits club irrembership and the cost nit Iris annual executive

pftvsicat

23 Ihe 2111 aniiiuiit includes an unused acatmnini payout of $5i1

24 lire 211 anrrniumnt includes change ri qualified pensinin
benefits of SI m.52m and trnrtrquialmfied petnsiirni

benefits of SI .S 7i lire rrnrnr-qualitied

xnsion hemuef its include service tfrroLmgh May II 2111 lire
present

value was disciiurmted brick to May 31 2111

Ms icfrmrnt
resigned

fri
nrrr

fre otnpany on May Ii 2111 atid rece sed
eornpetnsatinmn subject tnt tIre terrrrs of severance agreement wit ft the

irmp.unry
Ihe 2111 rmmiiunt itrcludes severatice piyrnretlts

nif $1 .257.153 retnrernlemrt plati distributions of $3lkiS.57i excise tax paid try tIre

iinnpanr iii her behalf nil 5576.v45 ompinry contrihuutinnrrs to Ms Rictitrds lhinsmieeuti Savings Ilimt mif 551KM the life insurance
premninmnns

pmnd
fry the

mrirparry un Ire behalf lie tax
gross up lnir her

pe rquuusites
atrd severance be ref its nil 5nM7575 rind the total fees paid for fuer club

nieniifmcrsbrip
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Grants of Plan-Based Awards for FIscal Year 2010

The following table sets forth certain information concerning grants of plan-based awards for the year
ended December 31 2010 for the Named Executive Officers

All Other

Estimated Uture Estimated Future Option

Payout Under Payout Under Awards Exercise Date Fair

Non Equity Incentive EuuIty Incentive
Number or or Base Value of

Plan Awardsl Pfsn Awards2
Securities Price of Stock and

Underlylag Option Option
Grant Threshold Thrget Maximum Threshold

Th7et
Maximum Optlons3 Awards M.ards4

Name Date
$/Sh

Steven Newman 900000 1800000

3/i/20I
63675 80.26 1872682

3/1/2010 7727 30906 54806 2038251

Ricardo Rosa 337500 675000

2/18/2010 17688 83.32 557703
2/18120l 2146 8585 15024 669156

11/17/2010 125495 846932

Eric Brown 304200 6084X
2/18f201

17688 83.32 557703
2/18/2010 2146 8585 15024 669156
2/18/2010 80135 667643

Arnaud A.Y Bohillier 294000 588000

2/18/2010
17688 83.32 557.703

2/18/201 2146 8585 15024 669156
11/17/2010 94125 635216

Ihab Toma 285000 570000

2118/2011
14150 83.32 446150

2/18/201 1717 6868 12019 527325
11/1712010 94125 635216

Chcryl Richard 213XX 426XX
2118/2010 141507 83.32 4461St
2/18/201 1717 68686 12019 527325

This column shows the amount of cash payable to the Named Executive Officers under our Performance Award and ash
Bonus Plan For more information regarding our Performance Award and Cash Bonus Plan including the performance targets
used for 2010 see Compensation Discus.sion and AnalysisPerformance Award and Cash Bonus Plan

The February 18 2010 contingent deferred unit award is subject to three-year performance period ending on December 31
2012 The actual number of deferred units received will be determined in the first 60 days of 2013 and is contingent on our

performance in total shareholder return relative to the Performance Peer Group Any earned shares will vest on December 31
2012 For more information regarding our LTIP including the performance targets used for 2010 and the contingent nature of

the awards granted under our LTIP please read Compensation Discussion and AnalysisLong-Term Incentive Plan

This column shows the number of time-vested stock options granted to the Named Executive Officers under the I.TIP The

options vest in one-third increments over three-year period on the anniversary of the date of grant

This column represents the grant date fair value of these awards calculated in accordance with accounting standards for

recognition of share-based payment awards

These time-vested deferred units were granted as retention bonuses and vest in one-third increments over three-year period

on the anniversary date of the applicable grant

As result of her resignation Ms Richard was only entitled to pro-rata portion of these deferred units Accordingly 6198 of

these deferred units were forfeited on May 31 2010

These options were forfeited in accordance with their terms upon the resignation of Ms Richard
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Outstanding Equity Awards at Fiscal Year-End 2010

The following table sets forth certain information with respect to outstanding equity awards at

December 31 2010 for the Named Executive Officers

Option_Awards
Stuck Awards

Equity

Incentive

Plan

Equity Awards

incentive Market or

Plan Payout

Awards Value of

Market Number of Ussrned

Velue of Uaearned Shares

Number of Number of Number of Shares or Sham Units or

Securities Securities Shares or Units of Units or Other

Underlying Underlying Units of Stock Otker Rights

Unexertised Unexercised Option Stock That Have Rights That Have

Optiona Options Exercise Option Option That Have Not That Have Not

Exercisable Unexercisable Price Grant Expiration Not Vested Vestcdl Not Vested WsiedI

Name 5/Share Date bate SI

Steven Newman 17248 83.70 7/13/06 7/12/16

17248 73.21 10/12/06 7/12/16

18485 9243 $l44.32 7/9/18 7/8/18

18666 37344 60.I9 2/12/09 2/11/19

63675 80.26 3/1/10 2/29/20

17132 1l9071

27.1493 1.887127

319064 2148276

Ricardo Rosa 6470 3235 $144.32 7/9/08 7/8/18

8145 16291 60.19 2/12/09 2Jul19

17.688 83.32 2/18/It 2/17/21

125495 872.281

118473 823485

85854 596743

Eric Brown 5545 11092 $144.32 7/9/18 7/8/18

10I81 20364 60.19 2/12109 2/11/19

I7688 83.32 2/18/11 2/17/21

14372 99886

80136 556984

14.8083 029.304

85854 596743

Arnaud A.Y Bobillier 9.858 4931 $144.32 7/9/08 7/8/18

10181 20364 60.19 2/12/09 2/11/19

17688 83.32 2/18/11 2/17/20

94125 654228

148183 029304

85854 596743

Ihab Toma 2425 4852 72.51 8/17/09 8/16/19

14.1St 83.32 2/18/11 2/17/20

2822 196157

94125 654.228

68684 477395

Robert Long 103491 83.71 7/13/06 7/12/16

70244 $144.32 7/9/08 7/8/18

154763 609 2/12/09 2/11/19

750293 5215266

Cheryl Richard 58.86 2/28/oS 2/27/IS

3188 $144.32 7/9/08 7/8/18

8145 60.19 2/12/09 2/11/19

5.3273 370280

6704 46572
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For purposes of calculating the amounts in these columns the closing price of our shares on the NYSE on December 31 2010 of
$69.51 was used

Represents time-vested restricted share retention awards granted on February 12 2008 The awards vest in one-third increments over

three-year period on the anniversary of the date of grant

Represents the Iehniary 12 2MJ contingent deferred unit award which is subject to three-year performance period ending on
leccmher 31 201 The actual number of deferred units received will he determined in the first 61 days of 2012 and is contingent on
Our performance in total shareholder return relative to the Performance Peer Group Any shares earned will vest on Iecemher 31
2011

Represents the February 18 2111 contingent deferred unit award which is subject to three-year performance period ending on
December 31 2012 The actual number of deferred units received will he determined in the first days of 2113 and is contingent on
our performance in total shareholder return relative to the Performance Peer Group Any shares earned will vest on lecemher 31
2112 For more information

regarding our 1ii including the performance targets used for 2010 and the contingent nature of the
awards granted under our ITl please read Compensation 1iscus.sion and Analysis_Longrcrni Incentive Ian
Represents time-vested deferred unit retention awards granted on November 17 2010 The awards vest in one-third increments over

three-year period on the anniversary of the date of grant

Represents time-vested deferred unit retention award granted on February 18 2010 The award vests in one-third increments over

three-year period on the anniversary of the date of grant
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Option Exercises and Shares Vested for Fiscal Year 2010

The following table sets forth certain information with respect to the exercise of options and the

vesting of restricted shares and deferred units as applicable during 2010 for the Named Executive

Officers

Option Awards Stock Awards

Number of Shares %lue Realized Number of Shares Value Realized

Acquired on on Acquired on on

Exercise Exercise ksting Vesting

Name $1

Steven Newman 6750 387320

Ricardo Rosa 139 67554

Eric Brown 4447 265844

Arnaud A.Y Bohillier 1390 67554

Ihab Toma 1411 77845

Robert Long 131991 1058296

Cheryl Richard 22102 151849

All of these shares vested on February 28 2010 in connection with Mr Longs resignation from the ompany

Includes 1105 shares with an aggregate value of $62731 that vested on May 31 2010 in connection with Ms Richards

resignation from the Company

Pension Benefits for Fiscal Year 2010

We maintain the following pension plans for executive officers and other employees that provide for

post-retirement income based on age and
years

of sersice

Transocean U.S Retirement Plan

Ttansocean Pension Equalization Plan

11ansoccan International Retirement Plan and

Transocean Management Ltd Pension Plan
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The following table and narrative disclosure set forth certain information with respect to pension

benefits payable to the Named Executive Officers pursuant to these plans

Payments
Number Present Value During
of Years of Last

Credited Accumulated Fiscal

Senice Benefit Year

Name Plan Name

Steven Newman 11ansocean U.S Retirement Plan 17 335905

fransocean Pension Equalization Plan 17 1497623

Ricardo Rosa fransocean International Retirement Plan 11 521592
Thansocean Management Ltd Pension Plan 135310

Eric Brown ftansocean U.S Retirement Plan 16 711293

11ansocean Pension Equalization Plan 16 1760697

Arnaud Bobillier 11ansocean International Retirement Plan 18707

fransocean Management Ltd Pension Plan 80539

Ihab Toma Transocean International Retirement Plan 86452
Transocean Management Ltd Pension Plan 59998

Robert Long 11ansocean U.S Retirement Plan 31 1449298

Transocean Pension Equalization Plan 31 13592587

Cheryl Richard 11ansocean U.S Retirement Plan 181724

Tansocean Pension
Equalization Plan 917386 917386

Transocean Supplemental Executive

Retirement Plan 2148187 2148187

Transocean U.S Retirement Plan

The Transocean U.S Retirement Plan is
tax-qualified pension plan funded through cash

contributions made by the Company based on actuarial valuations and regulatory requirements

Messrs Newman Brown and Long and Ms Richard were the Named Executive Officers in 2010 who have

historically participated in this plan The purpose of the plan is to provide post-retirement income benefits

to employees in recognition of their long-term service to the Company Employees working for the

Company in the U.S are fully vested after completing five years of eligible employment Benefits available

to the Named Executive Officers are no greater than those offered to non-executive participants

Employees earn the right to receive benefit upon retirement at the normal retirement
age

of 65 or upon

early retirement age 55 or older The plan was amended effective January 2009 to eliminate the

30 year lifetime cap on credited service

Credited service under the plan includes all periods of employment after June 30 1993 except for

such periods when an employee does not meet eligibility requirements under the plan

The following elements of executive compensation are included in computing the retirement benefit

base salary non-equity incentive plan compensation and special performance cash bonuses Retirement

benefits are calculated as the product of each
year of an employees credited service with

maximum of 30 years of credited service times 2.X% times the final average earnings minus

the product also referred to as the Offset of each
year

of an employees credited service with

maximum of 30 years of credited service times 0.65% times the final average social security

earnings However the Offset cannot be greater than one-half of the gross benefit calculated using the

lesser of the final average earnings and final average social security earnings

If the employee elects to retire between the
ages

of 55 and 64 the amount of benefits is reduced

actuarial reduction factors are applied to his gross benefit and his final average social security earnings
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offset to allow for the fact that his benefit will start earlier than normal and will therefore be paid for

longer period of time

Messrs Long and Brown have met the eligibility requirements for early retirement under the plan

The
gross

benefit is reduced 2% per year
for the first five years and 6% per year for the next five years that

the early retirement date precedes the normal retirement date The offset benefit is reduced 6.67% per

year for the first five years and 3.33% per year for the next five years that the early retirement date

precedes the normal retirement date

Certain assumptions and calculation methods were used to determine the values of the pension

benefits disclosed in the Pension Benefits Table above In particular monthly accrued pension benefits

payable at age 65 were determined as of December 31 2010 The present value of these benefits was

calculated based on assumptions used in the Companys financial statements for 2010 The key

assumptions used were

Discount rate 5.56%

Mortality Table 2010-PPA

Form of Payment Joint 50% Survivor Annuity

Compensation Base Salary Non-Equity Incentive Plan Compensation

Retirement Age 62

Transocean Pension Equalization Plan

Officers including each of the Named Executive Officers are eligible to receive benefit from the

Companys nonqualified unfunded noncontributory Pension Equalization Plan PEP if the level of

their compenstion would otherwise cause them to exceed the Internal Revenue Code compensation

limitations imposed on the Transocean U.S Retirement Plan The purpose of this plan is to recognize an

executives service to the Company and provide supplemental post-retirement income to those individuals

Benefits are payable upon participants termination of employment or six months after termination in

the case of certain officers

The following forms of compensation are used to calculate the supplemental benefit base salary

non-equity incentive plan compensation and special performance cash bonuses Benefits are not earned

until the individual has five years of credited service with the Company Mr Brown is currently eligible to

receive early retirement benefits under the PEP The formula used to calculate the plan benefit is the

same as that which is used to calculate benefits under the li-ansocean U.S Retirement Plan however

earnings are not limited to the pay cap under Internal Revenue Code Section 401a17 $245000 in

2010 The accrued benefit of certain individuals as of December 31 2008 attributable to the legacy

Transocean Supplemental Retirement Plan will be calculated using the interest rate in the Supplemental

Retirement Plan which was the annual interest rate equal to the yield on new 7-12 year AA-rated general

obligation tax-exempt bond as determined by Merrill Lynch Co or its affiflates and published in The

Wall Street Journal

Certain assumptions and calculation methods were used to determine the values of the pension

benefits disclosed in the Pension Benefits Table above In particular monthly accrued pension benefits

payable at age 65 were determined as of December 31 2010 The present value of these benefits was
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calculated based on assumptions used in the Companys financial statements for 2010 The key
assumptions are

The Company maintains the Transocean International Retirement Plan nonqualified defined
contribution plan for its non-U.S citizen employees who

accept international assignments and have
completed at least one full calendar month of service Eligibility in the plan is based on residency outside
of the U.S Messrs Rosa Bobillier and Toma were the Named Executive Officers in 2010 who have
historically participated in this plan The plan is funded through cash contributions by the Company as
percentage of compensation along with voluntary contributions by employees which are limited to 15% of
the employees base pay Current Company contribution levels are as follows

Service

Company Match

years 4.5%
years

5.0%
10 14 years 5.5%
15 19 years 6.0%
20 years

6.5%

Contributions are based on participants compensation regular pay non-equity cash incentive payand special performance cash awards The normal retirement age under the plan is age 60 however
participants who are age 50 or older and who are vested with two or more years of service may upon
termination or retirement elect to receive lump sum or an annuity based on the full cash value of the
participants retirement account If

participant retires with less than two
years of service the participant

will only be entitled to receive benefits under the plan based on the accumulated value of his voluntary
employee contributions

Thansocean Management Ltd Pension Plan

The Company maintains the 1ansocean Management Ltd Pension Plan nonqualified defined
contribution plan for its non-U.S citizen employees that relocate to Switzerland Messrs Rosa Bobillier
and Toma were the Named Executive Officers in 2010 who participated in this plan The plan is funded
through cash contributions by the Company as percentage of compensation along with contributions by
employees Mandatory contributions by the employees are 6% of pensionable salary Additional voluntary
contributions are permitted but these contributions do not generate any additional match by the CompanyCurrent Company contribution levels are as follows

Age
Company Match

24
10%

12%
44

14%

16%

Transocean International Retirement Plan
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Contributions are based on participants annual salary Regular retirement age under the plan is age
65 for men and 64 for women as is customary in Switzerland

Transocean Supplemental Executive Retirement Plan

We maintain the llansocean Supplemental Executive Retirement Plan for select group of

management and highly compensated employees Ms Richard was the only Named Executive Officer in

2011 who participated in this plan The plan is nonqualified unfunded noncontributory plan established

for the purpose of attracting retaining and motivating executives in key positions within top management

The present value of these benefits was calculated based on assumptions used in the Companys
financial statements for 2010 The key assumptions are

Interest Rate 4.68%

Mortality Table 2010-417e

Form of Payment Lump Sum

Lump Sum Rate 330%

Compensation Base Salary Non-Equity Incentive Plan Compensation

Retirement Age 62

Nonqualifled Deferred CompensatIon for FIscal Year 2010

The following table and narrative disclosure set forth certain information with respect to nonqualified

deferred compensation payable to the Named Executive Officers All nonqualified deferred compensation

plan benefits are payable in cash from the Companys general assets

Executhe Registrant Aggregate Aggregate Aregate
Contributions Contributions Earnings Wltbdrawals/ Balance at

in Last FY In Last FY1 in Last FY2 Distributions Last FYE3
Name

Steven Newman l16 36426

Ricardo Rosa 143 4494

Eric Brown 2006 62971

Arnaud A.Y Bobillier

Ihab Toma

Robert Long 6294 295104

Cheryl Richard

The Tansocean U.S Supplemental Savings Plan was frozen as of December 31 2X8 Accordingly no new participants were

added in 2010 The balances under the plan will continue to accrue interest and remain in the plan until the participant leaves

the Company

Represents earnings in 2010 on balances in the 1lansocean U.S Supplemental Savings Plan

Represents balances as of December 31 2010 in the Dansocean U.S Supplemental Savings Plan

Transocean U.S Supplemental Savings Plan

The Named Executive Officers and certain other highly compensated employees as of December 31
2008 are eligible to participate in the nonqualified unfunded T1ansocean U.S Supplemental Savings Plan

if the level of their base salaries would otherwise cause them to exceed the contribution limits imposed by
the Internal Revenue Code on the fransocean U.S Savings Plan Base pay is used to calculate the benefit

The Company maintains on its books an account for each participant to whom it credits the amount of

any Company matching contributions which are not paid to the 11ansocean U.S Savings Plan due to
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limitations of the Internal Revenue Code plus earned interest This interest is credited at the end of

each calendar quarter and is calculated as sum that is equal to the average balance for the quarter

multiplied by one-fourth of the annual prime rate for
corporate borrowers quoted by The Federal Reserve

Statistical Release at the beginning of the quarter The participants supplemental savings benefit equals
the balance recorded in his account participant receives single lump sum payment of the balance at

the time of such participants termination or six months after termination in the case of certain officers

participant may not receive distribution or make any withdrawals prior to such participants termination

On December 31 2008 the 11ansocean U.S Supplemental Savings Plan was frozen No further benefits

will accrue under the plan after December 31 2008

Potential Payments Upon Termination or Change of Control

The following tables and narrative disclosure set forth as of December 31 2010 certain information

with
respect to compensation that would be payable to the Named Executive Officers other than Mr Long

and Ms Richard upon variety of termination or change of control scenarios Mr Long retired from the

Company effective February 28 2010 and Ms Richard resigned from employment with the Company
effective May 31 2010 The departures of Mr Long and Ms Richard occurred prior to completion of the

last fiscal year As result tables reflecting the actual benefits relating to their respective departures from

the Company follow Ihe tables for the other Named Executive Officers Additionally these tables do not

reflect the impact of the new consulting agreement entered into with Mr Brown in February 2011 as that

agreement was not in effect as of December 31 2010 As of December 31 2010 the Named Executive

Officers were eligible for the executive severance benefit policy and Mr Brown in the event of change in

control was eligible for benefit calculations under the executive change in control severance policy

Mr Newman Mr Rosa Mr Brown Mr Bobliller Mr 1ma

Involuntary Not-for-Cause

Thnnination

Cash Severance Paynient1 900000 450000 46800 392000 380000
Non-Equity Incentive Plan

Compensation1 900000 3375X 30420 294000 285000
Outplacement Servicesl 45000 22500 234X 19600 19000

Pension Equalization Plan2 1497623 3253446

Equity Incentive Plan Compensation

under our LTIP

Vested Stock Options 173967 7591 94887 94887
Unvested Stock Options3
Performance-Based Deferred

Units4 1902481 1561650 1475493 1472851 988161

Time-Based Deferred UnitsS 19071 872281 656870 654228 850385
Supplemental Savings Plan6 36426 4494 62971

Welfare Payment7 25758 28947 30342 28003 31386

ibta Involuntary Not-for-Cause

Severance Potential Payments 5600326 3353283 6369609 2955569 2553932

Any involuntaty not-for-cause termination as of December 31 2010 would have been calculated under the executive severance

benefit and the Performance Award and Cash Bonus Plan

Mr Brown is the only Named Executive Officer who had satisfied the age at least 55 years of age and service at least five

years of credited service requirements under the PEP as of December 31 2010 and was therefore eligible to receive actual

payments under the plan as of December 31 2010 Mr Brown could have received his PEP benefits through lump sum

payment after six-month waiting period following termination The amount of PEP benefits included in the table for

Mr Newman represents the present value of those benefits which would not have been payable as of December 31 2010 but

would be payable once he reaches 55 years of age
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The terms and conditions of the non-qualified option awards provide that upon an involuntary convenience of the Company

termination any unvested options terminate as of the date of termination

The Performance-based Deferred Units CDUs are based upon the achievement of performance standard over

three-year period The determination period for portion of the CDUs ends on December 31 2012 and the determination

period for the remaining CDUs ends on December 31 2013 The actual number of deferred units received will be determined

in the first days of 2013 of 2014 as applicable and is contingent on our performance in total shareholder return relative to

the Performance Peer Group Upon an involuntary convenience of the Company termination the Named Executive Officers

would receive pro-rats portion of the CDUs The pro-rata portion of the CDUs is determined by multiplying the number of

CDUs which would have otherwise been earned had the Named Executive Officers employment not been terminated by

fraction the numerator of which is the number of calendar days he was employed during the performance cycle after the grant

date and the denominator of which is the total number of calendar days in the performance cycle after the grant date

The Time-based Deferred Units are awards that vest in equal installments over three years on the first second and third

anniversaries of the date of grant Upon an involuntary convenience of the Company termination all of the restricted shares

would vest

Each Named Executive Officers supplemental savings plan benefit is equal to the balance which includes interest recorded in

his account as of December 31 2010 Each Named Excaitive Officer is eligibk to receive single lump sum payment of the

balance after six-month waiting period after his termination participant may not receive distribution or make any

withdrawals prior to his termination

Each Named Executive Officer would receive continuation of coverage under the Companys medical and dental insurance

plans for the lesser-of two years or until he obtains other employment providing such benefits

Mr Newman Mr Rosa Mr Brown Mr Bobllller Mr ibma

II Voluntary TermInation

Pension Equalization Plan1 1497623 1760697

Equity Incentive Plan Compensation under

our LTIP

Vested Stock Options 173967 75911 94887 94887

Unvested Stock Options

Performance-Based Deferred Units2 818623

Time-Based Deferred Units

Supplemental Savings Plan 36426 4494 62971

Welfare Payment

lbtal Voluntasy Termination Potential

Payments 1708016 80405 2737178 94887

Mr Brown is the only Named Executive Officer who had satisfied the age at least 55 years of age and service at least five

years of credited service requirements under the PEP as of December 31 2010 and was therefore eligible to receive actual

payments under the plan as of December 31 2010 Mr Brown could have received his PEP benefits through lump sum

payment after six-month waiting period following termination The amount of PEP benefits included in the table for

Mr Newman represents the present value of those benefits which would not have been payable as of December 31 2010 but

would be payable once he reaches 55 years of age

The 2009 and 2010 CDU awards contain Rule of 70 provision which provides that pro-rata portion of this award will vest

upon the retirement of Named Executive Officer who has reached the minimum age of 55 and has accumulated 70 years of

combined age and service time Mr Brown would satisfy
the requirements of the Rule of 70 so for purposes of this award in

the table above he has been treated as if he retired and were entitled to pro-rata portion of the award
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The following table describes payments and other benefits to Ms Richard in connection with her
resignation from employment with the Company effective May 31 2010 In accordance with her severance
agreement Ms Richards benefits were calculated as follows

________________ Term of Agreement

Payment of cash severance payment equal to three times
Ms Richards base salary at her termination date paid out
in

equal installments over three-year period

Severance Bonus Payment of cash severance bonus
equal to three times the

highest total bonus paid in any one year to Ms Richard in

the three years immediately prior to her termination date
of May 31 2010

$10800X
Ms Richard will participate in the Companys Performance
Award and Cash Bonus Plan for the 2010 calendar year
through her termination date The bonus opportunity is

60% of actual base salary earnings for January 2010
May 31 2010

Equity Awards All awards
previously granted under the LTIP will be

treated in accordance with the termination provisions
associated with termination for convenience of the

Company

With respect to any payment by the Company to
Ms Richard that constitutes parachute payment as
defined in Section 2800 of the Internal Revenue Code that
would be subject to the excise tax imposed by Section 4999
of the Internal Revenue Code the Company will make an
additional

gross-up payment to Ms Richard to cover the
excise tax and all applicable taxes

The
following table provides further details regarding the effect of her severance agreement onMs Richards stock options time-vested restricted share awards and performance-based contingentdeferred units

freatment at %Iue or

May 31 20l0
Chanie

6378 3.188 Unvested options were forfeited on her

termination datc and vested options are

exercisable for remaining term

16291 8145 Unvested options were forfeited on her

termination date and vcsted options are

exercisable for three years from her

termination date
75911

14150 All unvested options were forfeited on her

____________________________________________________ termination date

1105 1105 Al unvested shares were accelerated and
vested on her termination date 62731

6520 11.847 5327 Shares outstanding were pro-rated based on
days employed during performance period
outstanding shares to be distributcd 3/IS/Il

contingent on performance criteria $370280
670 Shares outstanding were pro-rated based on

days employed during performance period
outstanding shares to be distributed 3/15/12

contingent on performance criteria 46572

56639 18435
$555494

Compensation 1pe

Severance Pay

2010 Annual Bonus

Compensation Amount

$1065000

IRC Section 2800
Thx Gross-up

39245

907878

Stock Option

Award Esercia

Date Price

Out

standing
Shares Sham Shares

Awarded Vested Untested Retained

7/9/08 $144.32 9566 3188

2112/09 60.19 24436 8145

2/18/It 83.32 14.150

Restricted Stock 2112/08 N/A 3315 2210

Performance- 2/12/09 N/A 11847
Based Deferred

Unlta1

2/18/10 N/A 6868 6198 6868

ibtal
70182 26261
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Based on the target 100% payout The actual number of deferred units received will be determined after the end of the

applicable performance cycle and is contingent on the Companys perfonnance in total shareholder return relative to the

Performance Peer Group Ms Richards performance-based deferred units that were granted on July 2008 were also

pro-rated based on days employed during the performance period However in February 2010 the Committee determined that

the payout for these performance-based deferred units was zero

Mr Newman Mr Rosa Mr Brown Mr BobWler Mr Thma

III Retlrement1

Non-Equity Incentive Plan Compensation 900000 450000 3042X 2940X 2850X

Pension Equalization Plan2 1497623 1760697

Equity Incentive Plan Compensation under

our LTIP

Vested Stock Options 173967 7591 94887 94887

Unvested Stock Options

Performance-Based Deferred Units3 818623

Time-Based Deferred Units

Supplemental Savings Plan2 36426 4494 62971

Total Retirement Potential Iiiyments 26080 16 530405 3041378 388887 2850X

Mr Newman had not reached at least 55 years of age as of December 31 2010 and was therefore not eligible for early

retirement or normal retirement age 65 under the PEP

Mr Brown was over 55 years of age as of December 31 2010 and was therefore eligible for early retirement under the PEP He

would have been eligible to receive the same PEP and supplemental savings plan payments under this III Retirement

scenario as he would have received under the 11 Voluntary Termination scenario described above

The treatment of CDU awards upon retirement would be the same as the treatment described under II Voluntary

Termination above

The following table describes payments and other benefits to Mr Long in connection with his

retirement from employment with the Company effective February 28 2010

Non-Equity Incentive Plan Compensation1 86912

Pension Equalization Plan2 $13592587

Equity Incentive Plan Compensation under our LTIP3
2009 Stock Options

2332809

2008 Stock Options

2009 Contingent Deferred Unit Award4 3962394

2008 Contingent Deferred Unit Award4
2007 Restricted Stock Award 1092877

Supplemental Savings Plan2 295104

ftansfer of country club membership
14000

Pursuant to the terms of the Bonus Plan Mr Long has the opportunity to receive pro ratu performance
award for

the 2010 performance period The extent to which performance award shall be deemed to have been earned shall

be determined by multiplying the amount of the performance award that would have earned had Mr Long not

retired by fraction the numerator of which is the number of full calendar months Mr Long was employed during

the performance period and the denominator of which is the total number of calendar months during the

performance period The grant of performance
award is subject to achievement by the Company of certain

performance measures and the discretion of the Executive Compensation Committee Mr Longs target bonus

opportunity was 1X% of his base salary at the time he retired

Estimated amount to be paid in lump sum The payment of these amounts was deferred until September 2010

to comply with Section 409A of the Internal Revenue Code and applicable freasury authorities

On February 22 2010 the Executive Compensation Committee of the Board of Directors approved the acceleration

of the vesting of all stock options and time-vested restricted share awards held by Mr Long upon his retirement

such that the awards vested upon his retirement and will be exercisable pursuant to the original terms of such

awards In addition the Executive Compensation Committee approved modification of the performance-based

contingent deferred units held by Mr Long at his retirement such that he will receive the entire amount of the units

Retirement
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that he would have earned over the three-year perfonnance cycle for the units instead of pro rats portion The
ultimat award he receives will be based on his target performance award modified by the Committees
determination of the Companys relative total shareholder return as that term is defined in the award performance
at the conclusion of the applicable performance cycle The amount listed is based on the closing price of the

Companys shares on the NYSE on December 31 2009 which was $82.80 This amount represents the value of
awards that would have been forfeited but for the action of the Executive Compensation Committee

Based on the targct100% payout The actual number of deferred units received will be determined after the end
of the applicable performance cycle and is contingent on the Companys performance in ibtal Shareholder Return
relative to subgroup of the Companys peer group In Fehruaiy 2010 the Committee determined that the paut
for the 2008 Contingent Deferred Unit Award was zero

Mr Newman Mr Rosa Mr Brown Mr Bobllller Mr Ibma

I% termination in Connection with

Change of Control

Cash Severance Payment 9XXX 4500X 2308878 3920X 3800X
Non-Equity Incentive Plan

Compensation 9000X 3375X 3042X 2940X 2850X
Outplacement Servicesl 45000 22500 23400 196X 190X
Pension Equalization Plan 1497623 3253446
Equity Incentive Plan Compensation

under our LTP
Vested Stock Options 173967 7591 94887 94887
Unvested Stock Options2 347953 151832 189792 189792
Performance-Based Deferred

lJnits3 4154474 2292509 2282917 2280276 132778
Time-Based Deferred Units2 119071 872281 656870 654228 850385

Supplemental Savings Plan4 36426 4494 62971

Welfare Payments 25758 28947 30342 28003 31386
Excise Tax Gross Up
ibtal change of Control Termination

Potential Paymena5 8200272 4235974 9207703 3952786 2893551

This assumes change of control event as of December 31 2010 Mr Brown would reccis pment under the executive

change in control benefit Messrs Newman Rosa Bobillier and Toma would receive the same payments under this

IV Thrinination in Connection with Change of Control scenario that they would receive under the Involuntary
Not-for-Cause Termination

The unvested portions of the stock options and time-based deferred unit awards vest immediately Upon change of control

Each Named Executive Officer is entitled to the number of performance-based deferred units equal to the target award upon
change of control

Each Named Executive Officer would be
eligible to receive the same supplemental savings plan payments as contemplated

under the Involuntary Not-for-Cause Thrmination scenario described above

Each Named Ezecuivc Officer would receive continuation of coverage under the Companys medical and dental insurance

plans for the lesser of two years or until he or she obtains other employment providing such benefits
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Mr Newman Mr Rosa Mr Brown Mr Bobllller Mr ibma

Death

Non-Equity Incentive Plan

Compensation1 900000 450000 304200 294000 285000

U.S Pension Equalization Plan 920843 1352273

Equity Incentive Plan Compensation

under our LTIP

Vested Stock Options 173967 75911 94887 94887

Unvested Stock Options2 347953 151832 189792 189792

Performance-Based Deferred

Units3 1902481 l56165 1475493 1472851 988161

Time-Based Deferred Units2 19071 872281 656870 654228 850385

Supplemental Savings Plan4 36426 4494 62971

Life Insurance Proceeds5 1000000 1000000 1000000 1000000 1000000

Total Death Potential Payments 5400741 4116168 5136486 3705758 3123546

Each Named Executive Officers beneficiary would receive the pro rats share of the deceaseds targeted non-equity incentive

plan compensation for 2010 If the Named Executive Officer died on December 31 2010 then this pro rata share would be

equal to 100% of such Named Executive Officers targeted non-equity compensation for 2010

The unvested portions of the stock options and time-based deferred unit awards vest immediately upon death

The beneficiary of each Named Executive Officer is entitled to pro-rata portion of performance-based deferred units upon

such Named Executive Officers death

Each Named Executive Officer would be eligible to receive the same supplemental savings plan payments as contemplated

under the Involuntary Not-for-Cause Termination scenario described above

We provide each of our Named Executive Officers with life insurance benefit equal to four times covered annual earnings

capped at maximum of $1000000

Mr Newman Mr Rosa Mr Brown Mr Bobillier Mr ibma

VI Disability

Non-Equity Incentive Plan

Compensation1 90000 450000 304200 294000 285000

U.S Pension Equalization Plan 1497623 1760697

Equity Incentive Plan Compensation

under our LTJP

Vested Stock Options 173967 75911 94887 94887

Unvested Stock Options2 347953 151832 189792 189792

Performance-Based Deferred

Units3 1902481 1561650 1475493 1472851 988161

Time-Based Deferred Units2 119071 872281 656870 654228 850385

Supplemental Savings Plan1 36426 4494 62971

Disability BenefIts4

Total Disability Potential Payments 4977521 3116168 4544910 2705758 2123546

Each of the potential non-equity Incentive plan compensation and supplemental savings plan payments under this VI
Disability scenario would be the same as contemplated under the Death scenario described above

The unvested portions of the stock options and time-based deferred unit awards vest immediately upon disability

Each Named Executive Officer entitled to pro-rata portion of the performance-based deferred units upon disability

None of our Named Executive Officers is eligible for any disability
benefits beyond those benefits that are available generally

to all of our salaried employees The standard disability
benefits that our Named Executive Officers would receive in the event

of their disability are described under Compensation Discussion and AnalysisOther Benefits
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CERTAIN TRANSACTIONS

Our director Richard Anderson is the Chief Financial Officer of Eurasia Drilling Company
Limited EDC We sold an entity that owns the rig Trident 20 to EDC in Februazy 2011 The transaction

resulted in payment by the EDC entity to us of approximately $262 million subject to certain post-closing

purchase price adjustments We are currently chartering the rig from the EDC entity pursuant to

bareboat charter in order to continue to perform our obligations under drilling contract with our
customer We and EDC have agreed that an EDC entity will assume the obligations under this drilling

contract subject to certain approvals that are expected to be obtained in the first half of 2011 We have
also agreed to perform certain transition services for EDC following the assumption of the drilling contract

by the EDC entity

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information concerning securities authorized for issuance under our

equity compensation plans as of December 31 2010

Number of securities

Weighted-average remaining available for
Number of securities to be exercise price ftiture issuance under

iuued upon exercise of of outstanding equity compensation plans

outstanding options options warrants excluding securities
warrants and rights and rights reflected in column

Plan Category

Equity compensation plans approved

by security holdersl 967462 $70.10 16250228
Equity compensation plans not

approved by security holders23

Total 967462 $70.10 16250228

In addition to stock options we are authorized to grant awards of restricted shares and deferred units

under our Long-Term Incentive Plan and 2271629 shares are available for future issuance pursuant
to grants of restricted shares and deferred units under this plan

Does not include 395083 shares to be issued upon the exercise of options with weighted average
exercise price of $46.02 that were granted under equity compensation plans of GlobalSantaFe

Corporation assumed by us in connection with our merger with GlobalSantaFe and the Sedco
Forex Option plan assumed by us in connection with our merger with Sedco Forex Holding Limited
and equity compensation plans of RB Falcon Corporation assumed by us in connection with our

merger with RB Falcon collectively the Assumed Plans No new awards will be granted under
the Assumed Plans

Does not include any shares that may be distributed under our deferred compensation plan which has

not been approved by our shareholders Under this plan our directors could defer any fees or
retainers by investing those amounts in liansocean Inc ordinary share equivalents or in other

investments selected by the administrative committee Amounts that are invested in the share

equivalents at the time of distribution are distributed in ordinary shares After December 31 2005 no
further deferrals may be made under the plan As of the time immediately prior to our merger with

GlobalSantaFe our directors had purchased 30490 11ansocean Inc ordinary share equivalents under
this plan Each of the share equivalents was reclassified into 0.6996 share equivalents and $33.03 cash
Fractional share equivalents were paid in cash The total cash consideration was used to purchase
additional share equivalents using the closing price for 11ansocean Inc ordinary shares on
November 27 2007 As result of the Redomestication each fransocean Inc ordinary share

equivalent was exchanged for fransocean Ltd share equivalent For the years ended December 31
2009 and December 31 2010 our directors held 28749 share equivalents under the plan
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AGENDA ITEM 10

Appointment of Ernst Young LLP as the Companys independent Registered Public Accounting

Firm for Fiscal Year 2011 and Reelection of Ernst Young Ltd Zurich as the Companys Auditor

Pursuant to the Swiss Code of Obligations for Further One-Year Term

Proposal

The Board of Directors proposes that Ernst Young LLP be appointed as the Companys

independent registered public accounting firm for fiscal year 2011 and Ernst Young Ltd Zurich be

reelected as the Companys auditor pursuant to the Swiss Code of Obligations for further one-year term

commencing on the day of election at the 2011 annual general meeting and terminating on the day of the

2012 annual general meeting

Representatives
of Ernst Young LLP and Ernst Young Ltd will be present at the annual general

meeting will have the opportunity to make statement and will be available to respond to questions you

may ask Information regarding the fees paid by the Company to Ernst Young appears below

Voting Requirement to Approve Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions or blank or invalid ballots

Recommendation

Our Board of Directors recommends vote FOR the appointment of Ernst Young LLP as the

Companys independent registered public accounting firm for the fiscal year 2011 and the election of

Ernst Young Ltd Zurich as the Companys auditor pursuant to the Swiss Code of Obligations for

further one-year term commencing on the day of election at the 2011 annual general meeting and

terminating on the day of the 2012 annual general meeting

FEES PAID TO ERNST YOUNG

Audit Fees for Ernst Young LLP and its affiliates for each of the fiscal years 2010 and 2009 and

Audit-Related Fees Thx Fees and Total of All Other Fees for services rendered in 2010 and 2009 are as

follows as described below

Audit.Related Ibtal of All

Audit Feeal Fees2 Tx Feei3 Other Feei4

Fiscal year
2010 $5933736 $565112 877469 6012

Fiscal year
2009 $5594545 $211487 $1059602 $182948

The audit fees include those associated with our annual audit reviews of our quarterly reports on

Form 10-0 statutory audits of our subsidiaries services associated with documents filed with the SEC

and audit consultations

The audit related fees include services in connection with accounting consultations employee benefit

plan audits and attest services related to financial reporting

Thx fees were for tax preparation tax compliance and tax advice including tax services related to our

expatriate program

All other fees were for test monitoring services certain legislative updates other publications and

subscription services
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Audit Committee Pre-Approval of Audit and Non-Audit Services

The Audit Committee pre-approves afl auditing services review or attest engagements and permitted
non-audit services to be performed by our independent registered public accounting firm The Audit
Committee has considered whether the provision of services rendered in 2010other than the audit of our
financial statements and reviews of quarterly financial statements was compatible with maintaining the

independence of Ernst Young LLP and determined that the provision of such services was compatible
with maintaining such independence

The Audit Committee has adopted policies and procedures for pre-approving all audit and non-audit
services performed by the independent registered public accounting firm The policy requires advance

approval by the Audit Committee of all audit and non-audit work Unless the specific service has been

previously pre-approved with respect to the 12-month period following the advance approval the Audit
Committee must approve service before the independent registered public accounting firm is engaged to

perform the service The Audit Committee has given advance approval for specified audit audit-related
and tax services for 2011 Requests for services that have rçceived this pre-approval are subject to specified
fee or budget restrictions as welt as internal management controls

P-76



ITEM Ii

Adirlsory Vote on Executive Compensation

Proposal

As required by Section I4A of the Securities Exchange Act the Board of Directors proposes that

shareholders he provided with an advisory vote on the compensation of the Companys Named Executive

Officers as disclosed in the Compensation Discussion and Analysis the accompanying compensation

tables and the related narrative disclosure in this proxy statement and that the same he approved The

proposed shareholder resolution is as follows

RESOLVED that the compensation of the Companys Named Executive Officers as disclosed

pursuant to Item 402 of Regulation S-K including the Compensation Discussion and Analysis the

compensation tables and narrative disclosure in the proxy statement for the Companys 2011 annual

general meeting of shareholders is hereby APPROVED

Explanation

The Company is presenting
this proposal

to give you as shareholder the opportunity to endorse or

not endorse the Companys pay program
for Named Executive Officers by voting for or against the above

resolution

Our compensation program for our Named Executive Officers is designed to reward performance that

creates long-term
shareholder value for the Companys shareholders through the following features which

are discussed in more detail in our Compensation Discussion and Analysis

annual cash bonuses based on performance as measured against prc-determined performance

goals

compensation mix weighted toward long-term incentives to allow our Named Executive Officers

to participate
in the long-term growth and profitability

of the Company

fully contingent deferred units that vest based on total shareholder return compared to II

companies in our performance peer group

median pay positioning
for target performances above median pay for above target performances

and below median pay for below target performance and

stock ownership policy
that requires our executive officers to build and maintain minimum

equity stake in the Company to help align our executive officers interests with the long-term

interests of our shareholders

While our Board of Directors intends to carefully consider the results of the shareholder vote on the

proposal the final vote will not he binding on us and is advisory in nature If there are significant
number

of negative votes we will seek to understand the concerns that influenced the vote and address them in

making future decisions about executive compensation programs

Voting Requirement to Approve Advisory Proposal

The affirmative FOR vote of majority of the votes cast in person or by proxy at the annual general

meeting not counting abstentions broker non-votes or blank or invalid ballots

Recommendation

The Board of Directors recommends that you vote FOR approval of the compensation of our

Named Executive Officers as disclosed in the Compensation Discussion and Analysis the compensation

tables and the narrative disclosure in the proxy statement for the Companys 2011 annual general meeting

of shareholders
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AGENDA ITEM 12

Advisory Vote on Frequency of Executive Compensation Vote

Proposal

As required by Section 14A of the Securities Exchange Act the Board of Directors FOOSCS that

shareholders be provided with an advisory vote on whether the advisory vote on the compensation of the

Companys Named Executive Officers should occur every one two or three years

Explanation

The Company is presenting this proposal to give you as shareholder the opportunity to inform the

Company as to how often you wish the Company to hold an advisory vote on executive compensation

While our Board of Directors intends to carefully consider the shareholder vote resulting from the

proposal the final vote will not he binding on us and is advisory in nature

We recommend that non-binding advisory vote on the compensation of our executive officers as

disclosed in our proxy
statement for our annual general meeting he held every year We believe holding

that vote every year provides the most effective timeframe because it will provide our shareholders

consistent and clear communication channel for shareholder concerns about our executive pay programs

In the future we may determine that less frequent advisory vote is appropriate either in response to the

vote of our shareholders on this Agenda Item 12 or for other reasons

Voting Requirement to Approve Advisory Proposal

Shareholders are being asked to provide an advisory vote on whether the non-binding advisory vote on

the approval of the compensation of the Named Executive Officers should he held every one two or three

years The approval of an alternative requires the affirmative vote of majority of the votes cast in person

or by proxy at the annual general meeting if none of the alternatives one year two years or three years

receive majority vote we will consider the alternative with the highest number of votes cast by

shareholders to he the alternative that has been selected by shareholders

Recommendation

The Board of Directors recommends that you vote to hold an advisory vote on executive

compensation every year
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OTHER MATTERS

Compensation Committee Interlocks and Insider Participation

The members of the Executive Compensation Committee of the Board of Directors during the last

completed fiscal year were Edward Muller Chairman Martin McNamara and Robert Sprague

John Whitmire was the Chairman of the Committee until his resignation from the Board in June 2010

There are no matters relating to interlocks or insider participation that we arc required to report

Section 16a Beneficial Ownership Reporting Compliance

Federal securities laws require the Companys executive officers and directors and persons who OWfl

more than ten percent of the Companys shares to file initial reports of ownership and reports of changes

in ownership of the Companys equity securities with the Securities and Exchange Commission Based

solely on review of such reports
furnished to the Company and written representations as to Form

requirements for 2010 the Company believes that two officers failed to file report on timely basis in

2010 and that flO beneficial owner of more than ten percent
of the Companys shares failed to file report

on timely basis during 2010 Mr Rosa failed to timely report the purchase of 175 of the Companys

shares on July 20 2010 and Mr Toma failed to timely report
the conversion of 1411 of his time-vested

deferred units into shares upon the vesting of the deferred units on August 17 2010

Solicitation of Proxies

The accompanying proxy is being solicited on behalf of the Board of Directors The expenses of

preparing printing and mailing the proxy and the materials used in the solicitation will he borne by us We

have retained King Co Inc for fee of $18500 plus expenses to aid in the solicitation of proxies

Proxies may he solicited by personal interview mail telephone facsimile Internet or other means of

electronic distribution by our directors officers and employees who will not receive additional

compensation for those services Arrangements also may he made with brokerage houses and other

custodians nominees and fiduciaries for the forwarding of solicitation materials to the beneficial owners of

shares held by those persons and we will reimburse them for reasonable expenses incurred by them in

connection with the forwarding of solicitation materials

Householding

The SEC permits single set of annual reports and proxy statements to he sent to any household at

which two or more shareholders reside if they appear to he members of the same family Each shareholder

continues to receive separate proxy card This procedure referred to as householding reduces the

volume of duplicate
information shareholders receive and reduces mailing and printing expenses

number of brokerage firms have instituted householding

As result if you hold your shares through broker and you reside at an address at which two or

more shareholders reside you will likely he receiving only one annual report and PtOXY statement unless

any shareholder at that address has given the broker contrary instructions However if any such beneficial

shareholder residing at such an address wishes to receive separate annual report or proxy statement in

the future or if any such beneficial shareholder that elected to continue to receive separate
annual reports

or proxy statements wishes to receive single annual report or proxy statement in the future that

shareholder should contact their broker or send request to Investor Relations at our offices in the United

States at Greenway Plaza Houston Texas 77046 We will deliver promptly upon written or oral request

to Investor Relations separate copy of the 2010 Annual Report and this proxy statement to beneficial

stockholder at shared address to which single copy of the documents was delivered

Proposals of Shareholders

Shareholder Proposals in the Pro.y Statement Rule 14a-8 under the Securities Exchange Act of 1934

addresses when company must include shareholders proposal in its proxy statement and identify the

P-79



proposal in its form of proxy when the company holds an annual or special meeting of shareholders Under

Rule 14a-8 in order for your proposals to he considered for inclusion in the proxy statement and proxy

card relating to our 2012 annual general meeting your proposals must be received at our principal

executive offices do 11ansocean Management Ltd 10 Chemin de Blandonnet CH-1214 Vernier

Switzerland by rio later than December 2011 However if the date of the 2012 annual general meeting

changes by more than 30 days from the anniversary of the 2011 annual general meeting the deadline is

reasonable time before we begin to print and mail our proxy materials We will notify you of this deadline

in Quarterly Report on Form 10-0 or in another communication to you Shareholder proposals must also

he otherwise eligible for inclusion

Shareholder Proposals and Nominations for Directors to Be Presented at Meetings If you desire to

bring matter before an annual general meeting and the proposal is submitted outside the process
of

Rule 14a-8 you must follow the procedures set forth in our Articles of Association Our Articles of

Association provide generally that if you desire to propose any business at an annual meeting including

the nomination of any director you must give us written notice at least 30 calendar days prior to the

anniversary date of the proxy statement in connection with 11ansoceans last general meeting of

shareholders provided however that if the date of the general meeting of shareholders is more than

15 days before or 30 days after the anniversary date of the last annual general meeting of shareholders

such request must instead he made by the tenth day following the date on which we have made public

disclosure of the date of the general meeting of shareholders The deadline under our Articles of

Association for submitting proposals will he March 2012 for the 2012 annual meeting unless it is more

than 15 days before or 30 days after May 13 2012 The request must specify the relevant agenda items and

motions together with evidence of the required shareholdings recorded in the share register as well as any

other information as would be required to be included in proxy statement pursuant to the rules of the

SEC

If you desire to nominate directors to be presented at an annual general meeting you must give us

written notice within the time period described in the preceding paragraph If you desire to nominate

directors to he presented at an extraordinary general meeting at which the Board of Directors has

determined that directors will he elected you must give us written notice by the close of business on the

tenth day following our public disclosure of the meeting date Notice must set forth

your name and address and the name and address of the person or persons to be nominated

representation that you are holder of record of our shares entitled to vote at the meeting or if

the record date for the meeting is subsequent to the date required for that shareholder notice

representation that you are holder of record at the time of the notice and intend to be holder of

record on the date of the meeting and in either case setting forth the class and number of shares so

held including shares held beneficially

representatlDn that you intend to appear in person or by proxy as holder of record at the

meeting to nominate the person or persons specified in the notice

description of all arrangements or understandings between you and each nominee you proposed

and any other person or persons under which the nomination or nominations are to he made by

you

any other information regarding each nominee you proposed that would be required to be included

in proxy statement filed pursuant to the proxy rules of the SEC and

the consent of each nominee to serve as director if so elected

The Board of Directors may refuse to transact any business or to acknowledge the nomination of any

person if you fail to comply with the foregoing procedures You may obtain copy of our Articles of

Association and Organizational Regulations in which these procedures are set forth upon written request

to OUT Corporate Secretary Transocean Ltd Turmstrasse 30 CH-630 Zug Switzerland
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Annex

Dividend Out of Reserve From Capital Contributions

Note vote by shareholders at the 2011 Annual General Meeting on Agenda Item regarding the release and

allocation of legal reserve reserve from capital contributions to dividend reserve from capital contributions and the

dividend distribution out of the dividend reserve from capital contributions is contingent on shareholder approval at

the 2011 Annual General Meeting of the proposals of the Board of Directors under Agenda Item and Agenda

Item Accordingly if either Agenda Item or Agenda Item is not approved at the 2011 Annual General Meeting

there will be no vote on Agenda Item at the 2011 Annual General Meeting

The Board of Directors submits the shareholder resolution set forth below for approval by the

Companys shareholders

Shareholder Resolution

it is hereby resolved as follows

dividend in the amount of USD 3.16 per share of the Company the Per Share USD Dividend

Amount and the aggregate Per Share USD Dividend Amount calculated on the basis of the total

number of shares outstanding as of the 2011 Annual General Meeting excluding any shares held by the

Company or any of its direct or indirect subsidiaries the Aggregate USD Dividend Amount shall he

distributed out of the dividend reserve from capital contributions expressed in CHF and amounting to

CHF 1937XX0X or approximately USD 6.65 per share based on USD/CHF exchange rate of

CUF 0.912 per USD in effect on March 16 2011 pursuant to the proposal of the Board of Directors

under Agenda Item the Dividend Reserve the dividend shall be payable in four equal installments of

USD 0.79
per

share of the Company outstanding excluding any shares held by the Company or any of its

direct or indirect subsidiaries on the record date for the applicable installment each such installment

hereinafter Per Share Quarterly USD Dividend Amount each date on which Per Share Quarterly

USD Dividend Amount is paid hereinafter an installment Date and the aggregate Per Share Quarterly

USD Dividend Amount payable on an Installment Date calculated on the basis of the total number of

shares outstanding as of the record date for the relevant Per Share Quarterly USD Dividend Amount the

Aggregate Quarterly USD Dividend Amount

provided however that

if on the date of the 2011 Annual General Meeting the Aggregate USD Dividend Amount

exceeds when converted into CHF at USD/CHF exchange rate prevailing on or about the date of the

2011 Annual General Meeting as determined by the Board of Directors or upon due authorization by the

Board of Directors executive management in its reasonable discretion the Dividend Reserve expressed

in CHF the proposed Per Share USD Dividend Amount shall be reduced such that the Aggregate USD

Dividend Amount converted into CHF at USD/CHF exchange rate prevailing on or about the date of

the 2011 Annual General Meeting as determined by the Board of Directors or upon due authorization by

the Board of Directors executive management in its reasonable discretion is at maximum equal to the

Dividend Reserve expressed in CHF and

provided further that

if any Aggregate Quarterly USD Dividend Amount when converted into CHF at USD/CHF

exchange rate prevailing on or about the record date for that Aggregate Quarterly USD Dividend Amount

as determined by the Board of Directors or upon due authorization by the Board of Directors executive

management in its reasonable discretion exceeds the Dividend Reserve amount expressed in CHF as of

the record date for that Aggregate Quarterly USD Dividend Amount taking into account the payment of

any preceding Aggregate Quarterly USD Dividend Amount if any the Dividend Reserve SO calculated

hereinafter the Remaining Dividend Reserve the Per Share Quarterly USD Dividend Amount shall he

reduced such that the Aggregate Quarterly USD Dividend Amount converted into CHF at USD/CHF

exchange rate prevailing on or about the record date for such Aggregate Quarterly USD Dividend Amount

as determined by the Board of Directors or upon due authorization by the Board of Directors executive

management in its reasonable discretion is at maximum equal to the Remaining Dividend Reserve
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Shareholders may upon the terms and conditions provided by the l3oard of Iirectors in its

reasonable discretion elect during the election period as determined by the Board of Directors or upon

due authorization by the Board of Directors executive management in its reasonable discretion to receive

any Per Share Quarterly USD Dividend Amount in CHF subject to the downward adjustments in

accordance with the principles set forth above under at the USD/CHF exchange rate prevailing on or

about the record date for the relevant Per Share Quarterly USD Dividend Amount as determined by the

Board of 1irectors or upon due authorization by the Board of Lirectors executive management in its

discretion

It shall he the task of the Board of Directors or upon due authorization by the Board of

Directors executive management to execute this resolution of the 2011 Annual ieneral Meeting

including hut not limited to setting the record date and thus indirectly the ex-dividend date the

Installment Dates and determining the duration of the election period to request payment of Per Share

Quarterly USD Dividend Amount in CHE As specified in the Articles of Association the Board of

Iirectors will determine the date from which shares newly issued out of the authorized share capital of the

Company are entitled to dividend payments Shares newly issued out of the conditional share capital are

entitled to dividend payments if such shares are issued and outstanding on or before the record date for

the relevant Per Share Quarterly USD Dividend Amount For the avoidance of doubt shareholders who

sell their shares prior to the relevant record date lose their dividend entitlement and transfer such

entitlement to the purchasers of their shares

Any Dividend Reserve amount remaining after the payment of the final Aggregate Quarterly

USD Dividend Amount shall by operation of this shareholder resolution he immediately reallocated to

the account legal reserve reserve from capital contributions included in the ompanys statutory

standalone balance sheet without any requirement that such reallocation he approved by the Board of

Directors or the general meeting of shareholders
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Annex

New Authorized Share Capital

The Board of Directors proposes that the existing Article of the Articles of Association he replaced

in its entirety by the following new provision changes to the previously existing Article are marked

Subject to downward adjustment pursuant to the shareholder resolution adopted at the 2011 Annual General Meeting approving

the 201 Distribution ii the 2010 Distribution is not rescinded as proposed by the l3oard of Directors pursuant to Agenda

Item and the initial
partial par value reduction from HF IS to HF 14.14 per share to he implemented under the

shareholder resolution approving the 2011 Distribution is registered in the commercial register If the circumstances described in

the immediately preceding sentence have not occurred prior to the time of the registration of the amended Article regarding the

authorized share capital of the ompany the Board of Iircctors shall he authoriied to register the amended Article of the

Articles of Association regarding the authorized share capital of the Company prior to the registration of the initial partial par

value reduction under the shareholder resolution approving the 2111 Iistrihution if any with par value per share of IF IS and

maximum amount of HF IX570555 Alternatively if such circumstances have previously occurred the Board of Directors

shall he authoriied to register the amended Article of the Articles of Association regarding the authoriied share capital of the

Company with par value of IF 14.14 and maximum amount of CIII 94.045.35.9

Artikel Article

Genehmigtes Aktienkapital

Der Verwaltungsrat ist ermªchtigt das

Aktienkapital jederzeit his zum

Dczcmbcr 2010 13 Mai 2013 im

Maximalbetrag von Cl-IF 2514264735

005705855 durch Ausgahe von

höchstens 1676l7649 67047057

vollstÆndig zu liherierenden Aktien mit

einem Nennwert von je CHF 15 zu

erhöhen Eine Erhähung auf dem

Weg einer Festübernahme durch eine

Bank cm Bankenkonsortium oder

Dritte und eines anschliessendcn

Angebots an die bisherigen Aktionªre

sowie ii in Teilbetrªgen 1st zulässig

Authorized Share Capital

The Board of Directors is authorized

to increase the share capital at any

time until Dcccmhcr 18 2010 May 13

2013 by maximum amount of CHF
2514264735 1005705855 by issuing

maximum of 167617649 67047057

fully paid up Shares with par value

of CHF 15 each An increase of the

share capital by means of an

offering underwritten by financial

institution syndicate of financial

institutions or another third party or

third parties followed by an offer to

the then-existing shareholders of the

Company and ii in partial amounts

shall be permissible

Der Verwaltungsrat legt den Zeitpunkt

der Ausgahe den Ausgahehetrag die

Art wie die neuen Aktien zu

liberieren sind den Bcginn der

Dividendenhercchtigung die

Bedingungen für die Ausühung der

Bezugsrechte sowie die Zuteilung der

Bezugsrechte weiche nicht ausgeüht

wurden fest Nicht-ausgcühte

Bezugsrechte kann der Verwaltungsrat

verfallen lassen oder er kann diese

hzw Aktien für welche Bezugsrechte

eingeraumt aber nicht ausgeüht

werden zu Marktkonditionen

platzieren oder anderweitig im

Interesse der Gesellschaft verwenden

The Board of Directors shall

determine the time of the issuance the

issue price the manner in which the

new Shares have to he paid up the

date from which the Shares carry the

right to dividends the conditions for

the exercise of the preemptive rights

and the allotment of preemptive rights

that have not been exercised The

Board of Directors may allow the

preemptive rights that have not been

exercised to expire or it may place

such rights or Shares the preemptive

rights of which have not been

exercised at market conditions or use

them otherwise in the interest of the

Company
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Der Verwaltungsrat 1st ermächtigt die

Bezugsrechte der Aktionäre zu

entziehen oder zu beschrªnken und

einzelnen Aktionªren oder Dritten

zuzuweisen

wenn der Ausgabebetrag der neuen

Aktien unter Berücksichtigung des

Marktpreises festgesetzt wird oder

für die Ubernahnie von

Unternehmen Unternehmensteilen

oder Beteiligungen oder für die

Finanzierung oder Refinanzierung

soicher 1ansaktionen oder die

Finanzierung von neuen

Investitionsvorhaben der

Gesellschaft oder

zum Zwecke der Erweiterung des

Aktiortärskreises in bestimmten

Finanz- oder Investoren-Märkten

zur Beteiligung von strategischen

Partnern oder im Zusammenhang

mit der Kotierung von neuen

Aktien an inländischen oder

ausländischen Börsen oder

für die Einräumung einer

Mehrzuteilungsoption Greenshoe

von bis zu 20% der zu

platzierenden oder zu verkaufenden

Aktien an die betreffenden

Erstkäufer oder Festübernehmer im

Rahmen einer Aktienplatzierung

oder eines Aktienverkaufs oder

für die Beteiligung von

Mitgliedern des Verwaltungsrates

Mitglieder der Geschäftsleitung

Mitarheitern Beauftragten

Beratern oder anderen Personen

die für die Gesellschaft oder eine

ihrer Tochtergesellschaften

Leistungen erbringen oder

The Board of Directors is authorized

to withdraw or limit the preemptive

rights of the shareholders and to allot

them to individual shareholders or

third parties

if the issue price of the new

Shares is determined by reference

to the market price or

for the acquisition of an

enterprise parts of an

enterprise or participations

or for the financing or

refinancing of any of such

transactions or for the financing

of new investment plans of the

Company or

for purposes of broadening the

shareholder constituency of the

Company in certain financial or

investor markets for purposes of

the participation of strategic

partners or in connection with the

listing of new Shares on domestic

or foreign stock exchanges or

for purposes of granting an

over-allotment option

Greenshoe of up to

20% of the total number of

Shares in placement or sale of

Shares to the respective initial

purchasers or underwriters

or

for the participation of members

of the Board of Directors

members of the executive

management employees

contractors consultants or other

persons performing services for the

benefit of the Company or any of

its subsidiaries or
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wenn em Aktionär oder eine Gruppe

von in gemeinsamer Absprache

handelnden Aktionªren mehr als

15% des im Handelsregister

eingetragenen Aktienkapitals der

GeselLschaft auf sich vereinigt hat

ohne den übrigen Aktionären em

vom Verwaltungsrat empfohlenes

Ubernahmeangebot zu unterbreiten

oder zur Ahwehr eines

unterhreiteten angedrohten oder

potentiellen Ubernahmeangebotes

welches der Vcrwaltungsrat nach

Konsultation mit cinem VOfl ihm

beigezogenen unabhªngigen

Finanzberater den Aktionªren nicht

zur Annahme empfohlen hat weil

der Verwaltungsrat das

Ubernahmeangebot in finanzieller

Hinsicht gcgenüber den Aktionären

nicht als fair beurteilt hat

following shareholder or group

of shareholders acting in concert

having accumulated
shareholdings

in excess of 15% of the share

capital registered in the

commercial register without having

submitted to the other

shareholders takeover offer

recommended by the Board of

Directors or for the defense of an

actual threatened or potential

takeover hid in relation to which

the Board of Directors upon

consultation with an independent

financial adviser retained by it has

not recommended to the

shareholders acceptance on the

basis that the Board of Directors

has not found the takeover bid to

be financially fair to the

shareholders

Die neuen Akticn unterliegen den

Eintragungsheschränkungen in das

Aktienbuch VOfl Artikel und dieser

Statuten

The new Shares shall be subject to the

limitations for registration in the share

register pursuant to Articles and of

these Articles of Association
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Annex

Artikel 22Anzahl der Verwaltungsräte

Der Vcrwaltungsrat hesteht aus

mindestens zwei und höchstens 12

Mitgliedern
____________________

Article 22Number of Directors

The Board of Directors shall consist of

no less than two and no more than 12

members

Amended Article 22 of the Articles of Association

The Board of Directors proposes that article 22 of the Articles of Association he amended as follows

changes are marked
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Forward-Looking Information

The statements included in this annual report regarding future financial performance and results of operations and other

statements that are not historical facts are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934 Forward-looking statements in this annual report include but are not limited to

statements about the following subjects

the impact of the Macondo well incident and related matters

the offshore
drilling market including the impact of the

drilling moratorium and new regulations in the United States U.S Gulf of

Mexico supply and demand utilization rates dayrates customer drilling programs commodity prices stacking of rigs reactivation

of rigs effects of new
rigs

on the market and effects of declines in commodity prices
and the downturn in the global economy or

market outlook for our vanous geographical operating sectors and classes of ngs
customer contracts including contract backlog force majeure provisions contract commencements contract extensions contract

terminations contract option exercises contract revenues contract awards and
rig mobilizations

newbuild upgrade shipyard and other capital projects including completion delivery and commencement of operation dates

expected downtime and lost revenue the level of expected capital expenditures and the timing and cost of completion of capital

projects

liquidity and adequacy of cash flow for our obligations including our ability and the expected timing to access certain investments in

highly liquid instruments

our results of operations and cash flow from operations including revenues and expenses
uses of excessçash including the payment of dividends and other distributions and debt retirement

the cost and
timing

of acquisitions and the proceeds and timing of dispositions

tax matters including our effective tax rate changes in tax laws treaties and regulations tax assessments and liabilities for tax

issues including
those associated with our activities in Brazil Norway and the U.S

legal and regulatory matters including results and effects of
legal proceedings and governmental audits and assessments

outcomes and effects of internal and governmental investigations customs and environmental matters

insurance matters including adequacy of insurance renewal of insurance insurance proceeds and cash investments of our wholly
owned captive insurance company

debt levels including impacts of the financial and economic downturn

effects of accounting changes and adoption of accounting policies and

investments in recruitment retention and personnel development initiatives pension plan and other postretirement benefit plan

contributions the
timing of severance payments and benefit payments

Forward-looking statements in this annual report are identifiable by use of the following words and other similar expressions

anticipates could forecasts might projects

believes estimates intends plans scheduled

budgets expects may predicts should

Such statements are subject to numerous risks uncertainties and assumptions including but not limited to

those described under item 1A Risk Factors

the adequacy of and access to sources of liquidity

our
inability

to obtain contracts for our
rigs

that do not have contracts

our inability to renew contracts at comparable dayrates

the cancellation of contracts
currently

included in our reported contract backlog

increased
political and civil unrest

the effect and results of litigation tax audits and contingencies and

other factors discussed in this annual
report and in our other filings with the U.S Securities and Exchange Commission SEC

which are available free of charge on the SEC website at w.sec.pov

The foregoing risks and uncertainties are beyond our ability to control and in many cases we cannot predict the risks and
uncertainties that could cause our actual results to differ materially from those indicated by the forward-looking statements Should one or

more of these risks or uncertainties materialize or should underlying assumptions prove incorrect actual results may vary materially from

those indicated

All subsequent written and oral forward-looking statements attributable to us or to persons acting on our behalf are expressly

qualified in their entirety by reference to these risks and uncertainties You should not place undue reliance on forward-looking statements
Each forward-looking statement speaks only as of the date of the particular statement and we undertake no obligation to publicly update
or revise any forward-looking statements except as required by law
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PART

Item Business

Overview

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or our is leading international provider of offshore contract drilling services for oil and gas wells As of

February 10 2011 we owned had
partial ownership interests in or operated 138 mobile offshore dnlling units As of this date our fleet

consisted of 47 High-Specification Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and drillships

25 Midwater Floaters nine High-Specification Jackups 54 Standard Jackups and three Other Rigs In addition we had

one Ultra-Deepwater Floater and three High-Specification Jackups under construction

We believe our mobile offshore
drilling

fleet is one of the most modem and versatile fleets in the world Our primary business is

to contract our drilling rigs related equipment and work crews predominantly on dayrate basis to drill oil and gas wells We specialize in

technically demanding sectors of the offshore
drilling

business with particular focus on deepwater and harsh environment
drilling

services We also provide oil and gas drilling management services on either dayrate basis or completed-project fixed-price or

iurnkey basis as well as drilling engineering and
drilling project management services and we participate in oil and gas exploration and

production activities

Transocean Ltd is Swiss corporation with principal executive offices located at Chemin de Blandonnet 10 1214 Vernier

Switzerland Our telephone number at that address is 41 22 930-9000 Our shares are listed on the New York Stock Exchange NYSE
under the symbol RIG and effective April 20 2010 our shares were listed and began trading on the SIX Swiss Exchange under the

symbol RIGN For information about the revenues operating income assets and other information related to our business our segments

and the geographic areas in which we operate see Item Managements Discussion and Analysis of Financial Condition and Results of

Operations and Notes to Consolidated Financial StatementsNote 22Segments Geographical Analysis and Major Customers

Background

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among

Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized

under the laws of the Caymari Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Caymari Islands law with Transocean Cayman Ltd with Transoceari Inc as the surviving

company and as result wholly owned subsidiary of Transocean Ltd the Redomestication Transaction In the Redomestication

Transaction Transocean Ltd issued one of its shares in exchange for each ordinary share of Transocean Inc In addition

Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to satisfy Transocean Ltd.s obligations to deliver shares

in connection with awards granted under our incentive plans or other rights to acquire shares of Transocean Ltd The Redomestication

Transaction effectively changed the place of incorporation of our parent holding company from the Cayman Islands to Switzerland As

result of the Redomestication Transaction Transocean Inc became direct wholly owned subsidiary of Transocean Ltd In connection

with the Redomestication Transaction we relocated our principal executive offices to Vernier Switzerland We refer to the

Redomestication Transaction and the relocation of our principal executive offices together as the Redomestication
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Drilling Fleet

We principally operate three types of
drilling rigs

driliships

semisubmersibles and

lackups

Also included in our fleet are barge drilling rigs
and coring drillship

Most of our
drilling equipment is suitable for both exploration and development drilling and we normally engage in both types of

dnhling activity Likewise most of our drilling rigs are mobile and can be moved to new locations in response to customer demand All of

our mobile offshore dnlling units are designed for operations away from port for extended periods of Ume and most have
living quarters for

the crews helicopter landing deck and storage space for pipe and
drilling supplies

We categorize our fleet as follows High-Specification Floaters consisbng of our Ultra-Deepwater Floaters Deepwater
Floaters and Harsh Environment Floaters Midwater Floaters High-Specification Jackups Standard Jackups and

Other Rigs As of February 10 2011 our fleet of 138 rigs excluding rigs under construcbon included

47 High-Specification Floaters which are comprised of

26 Ultra-Deepwater Floaters

16 Deepwater Floaters and

five Harsh Environment Floaters

25 Midwater Floaters

Nine High-Specification Jackups

54 Standard Jackups and

three Other Rigs which are compnsed of

two barge dnuing rigs and

one coring drillship

As of February 10 2011 our fleet was located in the Far East 29 units Middle East 17 units West African countries other

than Nigena and Angola 16 units United States U.S Gulf of Mexico 14 units U.K North Sea 13 units India 11 units Brazil

10 units Nigena seven units Norway five units Angola five units the Mediterranean three units the Netherlands three units
Australia three units and Canada two units

High-Specificabon Floaters are specialized offshore
drilling

units that we categorize into three sub-dassifications based on their

capabilities Ultra-Deepwater Floaters are equipped with high-pressure mud pumps and are capable of
drilling in water depths of

7500 feet or greater Deepwater Floaters are generally those other semisubmersible
rigs and driulships capable of drilling in water depths

between 7200 and 4500 feet Harsh Environment Floaters are capable of
drilling in harsh environments in water depths between 5000

and 1500 feet and have greater displacement which offers larger variable load capacity more useable deck space and better motion
characteristics Midwater Floaters are generally comprised of those non-high-specification semisubmersibles that have water depth
capacity of less than 4500 feet High-Specification Jackups consist of our harsh environment and high-performance jackups and
Standard Jackups consist of our remaining jackup fleet Other Rigs consist of rigs that are of different type or use than those mentioned
above

Dnllships are generally self-propelled vessels shaped like conventional ships and are the most mobile of the major rig types All

of our high-specification drillships are dynamically positioned which allows them to maintain position without anchors through the use of
their onboard propulsion and station-keeping systems Drillships typically have greater load capacity than early generation
semisubmersible rigs This enables them to carry more supplies on board which often makes them better suited for

drilling in remote
locations where resupply is more difficult However drillships are generally limited to operations in calmer water conditions than those in

which semisubmersibles can operate Ten out of 12 of our existing Enhanced Enterprise-class and Enterprise-class drillships are and our
additional newbuild

drillship under construction will be equipped with our patented dual-activity technology Dual-activity technology

employs structures equipment and techniques using two
drilling stations within single derrick to perform drilling tasks Dual-activity

technology allows our
rigs

to perform simultaneous
drilling tasks in parallel rather than sequential manner and reduces critical path

activity improving efficiency in both exploration and development drilling

Semisubmersibles are floating vessels that can be submerged by means of water ballast system such that the lower hulls are
below the water surface during dnlling operations These

rigs are capable of maintaining their position over well through the use of an
anchoring system or computer-controlled dynamic positioning thruster system Although most semisubmersible

rigs are relocated with
the assistance of tugs some units are self-propelled and move between locations under their own power when afloat on pontoons
Typically semisubmersibles are better suited than drillships for operations in rougher water conditions Our three Express-class
semisubmersibles are designed for mild environments and are equipped with the unique tn-act derrick which was designed to reduce
overall well construction costs The tn-act derrick allows offline tubular and riser handling operations to occur at two sides of the derrick
while the center portion of the derrick is being used for normal

drilling operations through the rotary table Our
three Development Dnller-class semisubmersibles are equipped with our patented dual-activity technology
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Jackup rigs are mobile self-elevating drilling platforms equipped with legs that can be lowered to the ocean floor until

foundation is established to support the
drilling platform Once foundation is established the

drilling platform is then jacked further up the

legs so that the platform is above the highest expected waves These rigs are generally suited for water depths of 400 feet or less

We classify certain of our jackup rigs as High-Specification Jackups These rigs have greater operational capabilities than

Standard Jackups and are able to operate in harsh environments and have higher capacity derricks drawworks mud systems and

storage Typically High-Specification Jackups also have deeper water depth capacity than Standard Jackups

Depending on market conditions we may idle or stack non-contracted rigs An idle rig
is between contracts readily available for

operations and operating costs are typically at or near normal levels stacked rig is staffed by reduced crew or has no crew and

typically
has reduced operating costs and is preparing for an extended period of inactivity expected to continue to be inactive for an

extended period or completing period of extended inactivity Some idle
rigs

and all stacked
rigs require additional costs to return to

service The actual cost which could fluctuate over time depends upon various factors including the
availability

and cost of shipyard

facilities cost of equipment and materials and the extent of repairs and maintenance that may ultimately be required Under certain

circumstances the cost could be significant We consider these factors together with market conditions length of contract and dayrate

and other contract terms when deciding whether to return stacked
rig

to service We may consider marketing stacked rigs as

accommodation units or for other alternative uses from time to time until drilling activity increases and we obtain drilling contracts for

these units

As of February 10 2011 we owned all of the
drilling rigs

in our fleet noted in the tables below except for the following those

specifically descnbed as being owned through our interests in
joint venture companies GSF Jack Ryan which is subject to fully

defeased capital lease through November 2020 and Petrobras 10000 which is subject to capital lease through August 2029

In the tables presented below the location of each rig indicates the current drilling
location for operating rigs or the next

operating location for rigs in shipyards with follow-on contract unless otherwise noted In addition to the rigs presented below we also

own or operate three Other Rigs including two drilling barges and coring drillship

Rigs Under Construction

The following table provides certain information regarding our four rigs under construction as of February 10 2011

Water Drilling

depth depth

Expected capacity capacity Contractsd

yp comDletipn Uflifl location

Ultra-Deepwater Floater

DeepwaterChampion HSD 202011 12000 40000 Tobeadvled

High-Specification Jackups

TraneoceanHonor Jackup 402011 400 30000 Tobeadviaed

High-Specification Jackup TBN1 Jackup 402012 350 35000 To be advised

Hlgh-SpecificationJackuplBN2 Jackup 402012 350 35000 Tobeadyleed

HSD means high-specification dnhtship

Dynamically positioned
and dual-activity
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High-Specification Floaters

The following tabie provides certain information regarding our 47 High-Specification Foaters as of February 10 2011

Year Water Drilling

entered depth depth

service/ capacity capacity
Name

ryp uparadeda tttifl tiefl Location

Ultra-Deepwater Floaters 26
Discoverer Clear Leader HSD 2009 12000 40.000 U.S Gulf

Discoverer Amencas HSD 2009 12.000 40.000
Egypt

Discoverer lnspiabon HSD 2010 12000 40000 U.S Cj1
Petrobras 1000Gb Ic HSD 2009 12.000 37.500 Brazi

Dhirubhai Deepwater KG1 HSD 2009 12000 35000 Inria

Dhirubhai Deepwater KG2 HSD 2010 12.000 35.000 India

Discoverer hide HSD 2010 10000 40.000 India

Discoverer Deep Seas HSD 2001 10.000 35.000 U.S Goff

Discoverer Enterprise HSD 1999 10000 35.000 U.S Gulf

Discoverer Spint HSD 2000 10.000 35.000 U.S Golf

GSFC.R.Luigsb HSD 2000 10.000 35.000 U.S.Giif
GSF Jack Ryan Ib HSD 2000 10.000 35.000 Nigena
Deepwater Discovery HSD 2000 10.000 30.000 Brazi

DeepwaterFronberb HSD 1999 10000 30.000 Timor-Leste

Oeepwater Merinken HSD 1999 10.000 30.000

DeepwaterPathftnderb HSD 1998 10.000 30.000 U.S.GuIf

Deepwater Expedition HSD 1999 8.500 30.000 Malaysia

Cajun Express Ib IISS 2001 8.500 35.000 Brazi

Deepwater Nautlus HSS 2000 8.000 30.000 U.S Gulf

GSFExplorerlb HSD 197211998 7800 30.000 Indonesia

Discoverer Luanda HSD 2010 7.500 40000 Angola
GSF Development DnlIer 1b HSS 2005 7.500 37.500 U.S Gi4
GSF Development Driller 11b HSS 2005 7.500 37500 U.S Gulf

Development Dner Ill Id HSS 2009 7500 37500 U.S Gf
Sedco Energy HSS 2001 7.500 35000 Nigeria

Sedco Express lf HSS 200 7.500 35000 Israe

Deepwater Floaters 16
Deepwater Navigator HSD 19712000 7.200 25.000 Brazi

sccee 534 riSD 975 991 7.000 25000 Idle

Discoverer Seven Seas HSD 1976/1997 7.000 25000 kde
Trarisocean Maranas IISS 1979/1998 7.000 25.000 Nigena
Sedco 702 HSS 1973/2007 6.500 25000 Nigeria

Sedco 706 HSS 197612008 6.500 25.000 Brazil

Sedco 707 HSS 1976/1997 6.500 25000 Brazi

GSFCecSealg/ HSS 1982/1998 5.750 25.000 Angola
Jack Bates HSS 1986/1997 5400 30000 Aua
MG Hulme Jr

ig HSS 1983.1996 5.000 25.000 Idle

Sedco 709b KSS 1977/1999 5000 25000 StaCked

Trarisocean Richardson HSS 1988 5.000 25000 Angola
Jim Cunningham HSS 1982/1995 4.600 25000 Stacked

Sedco 7O lb HSS 1983/2001 4.500 25.000 Brazi

Sovereign Explorer HSS 1984 4500 25.000 Stacked

Transocean Ratiergi HSS 1988 4.500 25.000 Angola

Harsh Environment Floaters

Henry Goodrich HSS 1985/2007 5.000 30.000 Canada

Transocean Leader HSS 19571997 4.500 25.000 Norwegian Sea

Paul Loyd Jr HSS 1990 2.000 25.000 U.K Sea

Transocean Acx HSS 1998 .650 25.000 Norwegian Sea

Polar Pioneer itss 1985 1500 25000 1orwian Sea

HSD means high.sp ification dnhlship

HSS means bspecificabon semisubmersible

Dates shown are the onginal service date and the date of the most recent upgrade any

bI Dynamica oostioned

cl Da-actw
dl Enhancec Enterpnse-dass or Enterpnse-dass rig

Owned
tiirogh our 50 percent interest in Transoceari Pacthc Dnlling Inc and peoged as colatera for debt of the joint venture company

ti Expressass ng

gi Moored caters

Owned
inrough our 65 percent interest in Angola Deepwater Dnllirig Company Lrnited and pledged as collateral for the debt of the 1ont venture company
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Midwater Roaters

The following table provides certain information regarding our 25 Midwater Floaters as of February 10 2011

Year Water Drilling

entered depth depth

service capacity capacity

Name uparaded fjgjfl Location

Sedco 700 Os 1973/1997 3600 25.000 Slacked

TransoceanAmirante Os 9781997 3500 25000 1J.S.Gutf

Transo Legend OS 1983 3.500 25000 AusUMle

3SFArcticl 05 983.1996 3400 25.000 Brazil

Kit Rheli .k Os 1976/1997 3.300 25.000 Stacked

Transoceen Driller 05 1991 3.000 25.000 Brazil

GSF Rig 135 Os 1983 2.800 25.000 lIe

Falcon 100 OS 974 1999 2.400 25.000 Brazil

GSF Rig 140 OS 1983 2400 25000 Equatoflal Guiiea

GSFPJevtianKey Os 9762001 2.300 25.000 Stacked

Sedco 703 Os 1973/1995 2000 25.000 Slacked

GSF Arctic Ill
OS 1984 1.800 25.000 U.K.N Sea

5ed 711 Os 1982 1800 25000 U.K See

TransoceaijoitnShaw 05 1982 1.800 25.000 U.K.N.Sea

Sedco 712 OS 1983 1600 25.000 Stacked

Sedco 714 05 19831997 1.600 25.000 U.K N.Sea

OS 1982 1500 25.000 lila

GSF Grand Banks OS 1954 500 25000 Canada

Sedon 601 OS 1983 1500 25000 Malaysie

Sedneth 701 OS 19721993 1.500 25000 Idle

TroceenProepect OS 1983/1992 1500 25000 U.K See

Transocean Searcher 05 19831988 1.500 25.000 Norwegian Sea

Trsocet Wmner OS 1983 1.500 25.000 Noiwegia See

Mclean 05 1974 1996 1.250 25.000 U.K Sea

Sedco 704 05 1974/1993 1000 25.000 U.K See

OS means other semisubmersible

Dates shown are the original service date and the date of the most recent upgrade any

High-Specification Jackups

The followng table provides certain information regarding our nine High..Specification Jackups as of February 10 2011

Year Water Drilling

entered depth depth

service capacity capacity

uparaded jj Location

GSFCjItloril 2003 400 30000 Gon
GSF Constellation II

2004 400 30.000 Egypt

GSF Galaxy 1991/2001 400 30.000 Sladd
GSF Galaxy II 1998 400 30 000 U.K Sea

GSF Galaxy III 1999 400 30000 U.K See

GSF Baltic 1983 375 25000
Nigeria

GSF Magelai 1992 350 30.000 Slacked

GSF Monarch 1986 350 30.000 Idle

GSFMonikir 1989 350 30.000 lIe

Dates shown are the original service date arid the date of the most recent upgrades if any
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Standard Jackups

The following tabte provides certain information regarding our 54 Standard Jackups as of February 10 2011

Year Water
Drilling

entered depth depth

s.Mce/
capacity capacity

upgraded Location

Trident IX 1982 400 21000 Idle

3SF Adnatic II 1981 350 25.000 Stacked

GSFMiaciX 1981 350 25.000 Nefla
GSFAdnaucX 1982 350 30.000 Ide

GSF Key Mthatta 1980 350 25.000

3SF Key Singapore 1982 350 25.000 Stacked

GSFMflaIcVI 1981 328 25000 Stacked

GSFAdnabc VIII 1983 328 25.000 Stacked

Thombi 1914 25000 Inde

Stewart 1980 300 25.000 Stacked

McCck 1975 25.000 indla

George Galloway 1984 300 25000 Stacked

GSFMflaIcl 1981 300 25.000 Stacked

3SF AdnaticV 1979 300 25.000 Stacked

6SF cXJ 1983 25000 Stacked

GSFCompactDnller 1992 300 25.000 Thailand

GSFGalvegtn Key 1978 300 25.000 Vetnani

3SF Key Gibraltar 1976/1996 300 25.000 Thailand

GSF Key Kawei 1982 3X 25.000 Qatar

GSF Labrador 1983 300 25.000 Stacked

6SF Mi Pass 1982 25000 kabian Gulf

GSF Main Pass IV 1982 300 25.000 Arabian Gulf

GSFRig 136 1982 25000 Stacked

Harvey Ward 1981 300 25.000 Idle

Mgel 1982 25.000 Inde

Randolph Yost 1979 300 25.000 Stacked

RogeiW MowelI 1982 300 25000 Stacked

Ron Tappmeyer 1978 3.00 25.000 India

Trasocaai Shelf Explorer 1982 300 20.000 Stacked

Interocean III

197811 993 300 25000 Stacked

Transoai Nordlc 1984 300 25.000 Stacked

Indent II 1977/1985 300 25.000 India

Trident re-A 1981999 30 25000 Slacked

Indent 17 1983 300 25.000 Stacked

Trident XII 1982/1992 300 25000 India

Tndent XIV 198211994 300 25.000 Angola

Tndent 15 1982 300 25000 Thailand

Indent 16 1982 300 25000 Vietnam

Trident Viii 1981 300 21000 Gabon

3SF Parameswara 1983 300 20.000 Indonesia

GSF
Rig

134 1982 30 20.000 Stacked

3SF High Island II 1979 270 20.000 Arabian Gulf

GSFlelaidIV 19802001 270 20.000 Arabian Gulf

GSFHightslandv 1981 270 20.000 Stacked

GSFIsiend VII 1982 250 20.000 Nigeria

6SF High Island IX 1983 250 20.000 Stacked

6SF Rig 103 1974 250 20.000 Stacked

3SF Rig 105 1975 250 20.000 Egypt

6SF Rig 124 1980 250 20000 Idle

3SF Rig 127 1981 250 20.000 Stacked

6SF Rig 141 1982 250 20000 Egypt

Transocean Comet 1980 250 20000 Egypt

Trident VI 1981 220 21.000 Stacked

3SF Bntannia 1968 200 20000 Stacked

Dates shown are the ongina serce date and the date of the most recent upgrade if any
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Markets

Our operations are geographically dispersed in oil and gas exploration and development areas throughout the worid Although

the cost of moving ng and the availability of ng-moving vessels may cause the balance between supply and demand to vary between

regions significant variations do not tend to exist long-term because of ng mobility Consequently we operate in single global offshore

drilling market Because our dnlling rigs are mobile assets and are able to be moved according to prevailing market conditions we cannot

predict the percentage of our revenues that will be derived from particular geographic or political areas in future periods

In recent years there has been increased emphasis by oil companies on explonng for hydrocarbons in deeper waters This

deepwater focus is due in part to technological developments that have made such exploration more feasible and cost-effective

Therefore water-depth capability is key component in determining rig suitability for particular drilling project Another distinguishing

feature in some drilling market sectors is rigs ability to operate in harsh environments including extreme marine and climatic conditions

and temperatures

The deepwater and midwater market sectors are serviced by our semisubmersibles and drillships Although the term deepwater

as used in the drilling industry to denote particular sector of the market can vary and continues to evolve with technological

improvements we generally view the deepwater market sector as that which begins in water depths of approximately 4.500 feet and

extends to the maximum water depths in which rigs are capable of drilling which is currently approximately 12.000 feet We view the

midwater market sector as that which covers water depths of about 300 feet to approximately 4500 feet

The global jackup market sector begins at the outer limit of the transition zone and extends to water depths of about 400 feet

This sector has been developed to significantly greater degree than the deepwater market sector because the shallower water depths

have made it much more affordable and accessible than the deeper water market sectors

The transition zone market sector is characterized by marshes rivers lakes and shallow bay and coastal water areas We

operate in this sector using our two barge drilling rigs
located in Southeast Asia

Contract Backlog

Our contract backlog at December 31 2010 was approximately $24.6 billion representing 21 percent and 38 percent decrease

compared to our contract backlog of $31.2 billion and $39.8 billion at December 31 2009 and 2008 respectively See item

Managements Discussion and Analysis of Financial Condition and Results of OperationsOutlook-Drilling markef and item

Managements Discussion and Analysis of Financial Condition and Results of OperationsPerformance and Other Key lndcators

Operating Revenues and Long-Lived Assets by Country

Operating revenues and long-lived assets by country are as follows in millions

Years ended December 31

2010 2009 2008

Operating revenues

U.S 2117 2239 2578

Brazil 1.288 1108 547

U.K 1183 1.563 2012

India 828 1084 890

Other countries 4160 5562 6647

Total operating revenues 9.576 11.556 12.674

December 31

2010 2009

Long-lived assets

U.S 5573 6203

India 2632 1.358

2472 1433

South Korea 820 3.128

Other countries 9961 10.896

Total long-lived assets 21.458 23.018

Other co4jntnes represents cotintnes in wtich we operate that individually red operating reveiJes or ong-ved assets representng ess thafl percent
of ota

Operatrng
revelues earned or total long-lived assets for any of the penods presented
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Contract Drilling Services

Our contracts to provide offshore
drilling services are individually negotiated and vary in their terms and provisions We obtain

most of our contracts through competitive bidding against other contractors Dnlling contracts generally provide for payment on dayrate

basis with higher rates while the drilling unit is operating and lower rates for periods of mobilization or when drilling operations are

interrupted or restricted by equipment breakdowns adverse environmental conditions or other conditions beyond our control

dayrate drilling contract generally extends over period of time covering either the
drilling

of single well or group of wells or

covenng stated term Certain of our contracts with customers may be cancelable at the option of the customer upon payment of an early

termination payment Such payments may not however fully compensate us for the loss of the contract Contracts also customarily

provide for either automatic termination or termination at the option of the customer typically without the payment of any termination fee

under various circumstances such as non-performance in the event of downtime or impaired performance caused by equipment or

operational issues or sustained periods of downtime due to force majeure events Many of these events are beyond our control The

contract term in some instances may be extended by the customer exercising options for the drilling
of additional wells or for an additional

term Our contracts also typically include provision that allows the customer to extend the contract to finish drilling well-in-progress

Dunng periods of depressed market conditions our customers may seek to renegotiate firm drilling contracts to reduce their obligations or

may seek to repudiate their contracts Suspension of drilling contracts will result in the reduction in or loss of dayrate for the period of the

suspension If our customers cancel some of our contracts and we are unable to secure new contracts on timely basis and on

substantially similar terms or if contracts are suspended for an extended period of time or if number of our contracts are renegotiated it

could adversely affect our consolidated statement of financial position results of operations or cash flows See item 1A Risk Factors

Risks related to our businessOur drilling contracts may be terminated due to number of events

Consistent with standard industry practice our customers generally assume and indemnify us against well control and

subsurface risks under dayrate contracts Under all of our current drilling contracts the operator indemnifies us for pollution damages in

connection with reservoir fluids stemming from operations under the contract and we indemnify the operator for pollution from substances

in our control that originate from the rig e.g diesel used onboard the
rig or other fluids stored onboard the rig and above the water

surface Also under all of our current drilling contracts the operator indemnifies us against damage to the well or reservoir and loss of

subsurface oil and gas and the cost of bringing the well under control However our drilling contracts are individually negotiated and the

degree of indemnification we receive from the operator against the liabilities discussed above can vary from contract to contract based on

market conditions and customer requirements existing when the contract was negotiated In some instances we have contractually

agreed upon certain limits to our indemnification rights and can be responsible for damages up to specified maximum dollar amount

which amount is usually $5 million or less although the amount can be greater depending on the nature of our liability In most instances

in which we are indemnified for damages to the well we have the responsibility to redrill the well at reduced dayrate Notwithstanding

contractual indemnity from customer there can be no assurance that our customers will be financially able to indemnify us or will

otherwise honor their contractual indemnity obligations

The interpretation and enforceability of contractual indemnity depends upon the specific facts and circumstances involved as

governed by applicable laws The question may ultimately need to be decided by court or other proceeding Which will need to consider

the specific contract language the facts and applicable laws The
inability or other failure of our customers to fulfill their indemnification

obligations to us could have material adverse effect on our consolidated statement of financial position results of operations and cash

flows

Drilling Management Services

We provide drilling management services primarily on turnkey basis through Applied Drilling Technology Inc our wholly owned

subsidiary which primarily operates in the U.S Gulf of Mexico and through ADT International division of one of our U.K subsidiaries

which primarily operates in the North Sea together ADTr As part of our turnkey drilling
services we provide planning engineering and

management services beyond the scope of our traditional contract
drilling business and thereby assume greater risk Under turnkey

arrangements we typically assume responsibility for the design and execution of well and deliver logged or cased hole to an agreed

depth for guaranteed price for which payment is contingent upon successful completion of the well program

In addition to turnkey drilling services we participate in project management operations that include providing certain planning

management and engineering services purchasing equipment and providing personnel and other logistical services to customers Our

project management services differ from turnkey drilling services in that the customer assumes control of the drilling operations and

thereby retains the risks associated with the project

These drilling management services revenues represented less than four percent of our consolidated revenues for the year

ended December 31 2010 In the course of providing drilling management services ADTI may use
drilling rig

in our fleet or contract for

rig
owned by another contract driller
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Integrated Services

From time to time we provide well and logistics services in addition to our normal drilling services through third party contractors

and our employees We refer to these other services as integrated services which are generally subject to individual contractual

agreements executed to meet specific customer needs and may be provided on either dayrate cost plus or fixed-price basis depending

on the daily activity As of February 10 2011 we were only performing such services in India These integrated services revenues

represented less than one percent of our consolidated revenues for the year ended December 31 2010

Oil and Gas Properties

We conduct oil and gas exploration development and production activities through our oil and gas subsidiaries We acquire

interests in oil and gas properties principally in order to facilitate the awarding of turnkey contracts for our drilling management services

operations Our oil and gas activities are conducted through Challenger Minerals Inc and Challenger Minerals North Sea Limited

together CMr which hold property interests primarily in the U.S offshore Louisiana and Texas and in the U.K sector of the North Sea

The od and gas properties revenues represented less than one percent of our consolidated revenues for the year ended December 31

2010

Joint Venture Agency and Sponsorship Relationships and Other Investments

In some areas of the world local customs and practice or governmental requirements necessitate the formation of
joint

ventures

with local participation which we may or may not control We are an active participant in several joint venture drilling companies

principally in Angola India Indonesia Malaysia and Nigena Local laws or customs in some areas of the world also effectively mandate

establishment of relationship with local agent or sponsor When appropriate in these areas we enter into agency or sponsorship

agreements

We hold 50 percent interest in Transocean Pacific
Drilling

Inc TPDI consolidated British Virgin Islands joint
venture

company formed by us and Pacific Drilling Limited Pacific Drilling Liberian company to own and operate two ultra-deepwater

drillships named Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2 Under management services agreement with TPDI we

provide operating management services for Dhirubhai Deepwafer KG1 and Dhirubhai Deepwater KG2 Effective October 18 2010 Pacific

Drilling has the unilateral right to exchange its interest in the joint venture for our shares or cash at an amount based on an appraisal of

the fair value of the drillships subject to certain adjustments

We hold 65 percent interest in Angola Deepwater Drilling Company Limited ADDCL consolidated Cayman Islands
joint

venture company formed to own and operate Discoverer Luanda Angco Cayman Limited Cayman Islands company holds the

remaining 35 percent interest in ADDCL Under management services agreement with ADDCL we provide operating management

services for Discoverer Luanda Beginning January 31 2016 Angco Cayman Limited will have the
right

to exchange its interest in the joint

venture for cash at an amount based on an appraisal of the fair value of the drillship subject to certain adjustments

We hold 50 percent interest in Overseas Drilling Limited 0DL an unconsolidated Cayman Islands joint venture company

which owns and operates Joides Resolution Siem Offshore Invest AS owns the other 50 percent interest in ODL Under management

services agreement with ODL we provide certain operational and management services

See item Managements Discussion and Analysis of Financial Condition and Results of OperationsRelated Party

Transactions

Signfficant Customers

We engage in offshore drilling services for most of the leading international oil companies or their affiliates as well as for many

government-controlled and independent oil companies Our most significant customer in 2010 was BP plc together with its affiliates

BP accounting for approximately 10 percent of our operating revenues The loss of this significant customer could at least in the short

term have material adverse effect on our results of operations No other customer accounted for 10 percent or more of our 2010

operating revenues

Employees

We require highly skilled personnel to operate our dnlling units We conduct extensive personnel recruiting training
and safety

programs At December 31 2010 we had approximately 18050 employees including approximately 1950 persons engaged through

contract labor providers Some of our employees working in Angola the U.K Norway and Australia are represented by and some of our

contracted labor work under collective bargaining agreements Many of these represented individuals are working under agreements that

are subject to annual salary negotiation These negotiations could result in higher personnel expenses other increased costs or increased

operational restrictions as the outcome of such negotiations apply to all offshore employees not just the union members

Additionally the unions in the U.K sought an interpretation of the application of the Working Time Regulations to the offshore

sector Although the Employment Tribunal endorsed the unions position that offshore workers are entitled to 28 days of annual leave at
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the subsequent appeals to date both the Employment Appeal Tnbunal and the Court of Session have reversed the Employment Tribunals

decision However the unions have intimated their intention to lodge further appeal to the Supreme Court which may not be heard until

the fourth quarter of 2011 or 2012

The application of the Working Time Regulations to the offshore sector could result in higher labor costs and could undermine

our ability to obtain sufficient number of skilled workers in the U.K Legislation has been introduced in the U.S Congress that could

encourage additional unionization efforts in the U.S. as well as increase the chances that such efforts succeed Additional unionization

efforts if successful new collective bargaining agreements or work stoppages could materially increase our labor costs and operating

restrictions

Technological Innovation

We are the worlds largest offshore
drilling contractor and leading provider of

drilling management services worldwide Our fleet

is considered one of the most modem and versatile in the world due to its emphasis on technicalty demanding sectors of the offshore

drilling
business Since launching the offshore industrys first jackup drilling rig

in 1954 we have achieved long history of technological

innovations including the first dynamically positioned dritlship the first rig to drill year-round in the North Sea the first semisubmersible
rig

for Sub-Arctic year-round operations and the latest generations of ultra.deepwater drihlships
and semisubmersibles Twelve our

existing fleet are and one of our newbuilds will be equipped with our patented dual-activity technology which allows our rigs to perform

simultaneous drilling tasks in
parallel

rather than sequential manner and reduces critical path activity
while improving efficiency in both

exploration and development drilling
The effective use of and continued improvements in technology are critical to the maintenance of our

competitive position within the drilling services industry We expect to continue to develop technology internally or to acquire technology

through strategic acquisitions

Environmental Regulation

For discussion of the effects of environmental regulation see item 1A Risk Factors.Risks related to our business

Compliance with or breach of environmental laws can be costly and could limit our operations

Our operations are subject to variety of global environmental regulations We monitor environmental regulation in each country

of operation and while we see an increase in general environmental regulation we have made and will continue to make the required

expenditures to comply with current and future environmental requirements We make expenditures to further our commitment to

environmental improvement and the setting of global environmental standard as part of our wider corporate responsibility effort We
assess the environmental impacts of our business specifically in the areas of greenhouse gas emissions dimate change discharges and

waste management We report our global emissions data each year through the Carbon Disclosure Project in addition to description of

our actions being undertaken to manage under future emissions legislation under development in number of countries in North America

and Europe Our actions are designed to reduce risk in our future operations and promote sound environmental management While we

continue to assess further projects designed to reduce our overall emissions to date we have not expended material amounts in order to

comply with recent legislation and we do not believe that our compliance with such requirements will have material adverse effect upon

our results of operations or competitive position or matenally increase our capital expenditures

Available Information

Our website address is vw.deepwater.com Information contained on or accessible from our website is not incorporated by

reference into our annual report on Form 10-K and should not be considered part of that report or any other filing that we make with the

SEC We make available on this website free of charge our annual reports on Form 10-K quarterly reports on Form 10-Q current reports

on Form 8-K and amendments to those reports as soon as reasonably practicable after we electronically file those materials with or

furnish those matenals to the SEC You may also find information related to our corporate governance board committees and company
code of business conduct and ethics on our website The SEC also maintains website www.sec.pov that contains reports proxy

statements and other information regarding SEC registrants including us

We recently replaced our Code of Business Conduct and Ethics with Code of Integrity We intend to satisfy the requirement

under Item 5.05 of Form 8-K to disclose any amendments to our Code of Integrity and any waiver from any provision of our Code of

Integrity by posting such information in the Corporate Governance section of our website at w.vw.deepwaer.com
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Item 1A Risk Factors

Risks related to our business

The Macondo well incident could result in increased expenses and decreased revenues which could ultimately have

material adverse effect on us

Numerous lawsuits have been filed against us and unaffiliated defendants related to the Macondo well inc1dent and we expect

additional lawsuits to be filed We are subject to claims alleging that we are jointiy and severally liable along with BP and others for

damages arising from the Macondo well incident We expect to incur significant legal fees and costs in responding to these matters We

may also be subject to governmental fines or penalties Although we have excess liability
insurance coverage our personal injury

and

other third party liability insurance coverage is subject to deductibles and overall aggregate policy limits In addition the Macondo well

operator has submitted claim on our excess liability coverage Such claim if paid could limit the amount of coverage otherwise

available to us In addition other parties may submit claims on our excess liability coverage in the future There can be no assurance that

our insurance will ultimately be adequate to cover all of our potential liabilities in connection with these matters For discussion of the

potential impact of the failure of the Macondo well operator to honor its indemnification obligations to us see We could expenence

material adverse effect on our consolidated statement of financial position results of operations and cash flows to the extent any of the

operators indemnification obligations to us are not enforceable or the operator does not indemnify us below If we ultimately incur

substantial liabilities in connection with these matters with respect to which we are neither insured nor indemnified those liabilities could

have material adverse effect on us

As result of the incident our business will be negatively impacted by the loss of revenue from Deepwater Horizon The

backlog associated with the Deepwater Hocizon
drilling

contract was approximately $590 million through the end of the contract term in

2013 We do not carry insurance for business interruption or loss of hire For the year ended December31 2010 incremental costs

associated with the Macondo well incident recorded in operating and maintenance expense were $137 million induding approximately

S65 million associated with our insurance deductibles $26 million of higher insurance premiums $22 million of additional legal expenses

related to lawsuits and investigations net of insurance recoveries and $24 million of additional costs primarily related to our internal

investigation of the Macondo well incident induding consultant costs travel costs and other miscellaneous costs For the year ending

December 31 2011 we expect incremental operatin9 costs and expenses associated with the Macondo well incident to be approximately

$100 million primanly related to legal costs and expenses resulting from lawsuits and investigations net of insurance recoveries We may

also experience increased operating and maintenance expenses resulting from changing regulations and practices as result of the

Macondo well incident Two rating agencies have reduced our credit ratings and have placed our ratings on negative ouook because of

the uncertainties and contingencies resulting from the incident These uncertainties and contingencies could result in further reductions of

our credit ratings by the rating agencies or could have material adverse effect on our ability to access the debt and equity markets and

could ultimately have an adverse effect on our liquidity
in the future

Our business may also be adversely impacted by any negative publicity relating to the incident and us any negative perceptions

about us by customers the skilled personnel that we require to support our operations or others any further increases in premiums for

insurance or difficulty in obtaining coverage and the diversion of managements attention from our other operations to focus on matters

relating
to the incident Ultimately these factors could have material adverse effect on our statement of financial position results of

operations or cash flows

We could experience material adverse effect on our consolidated statement of financial position results of operations

and cash flows to the extent any of the operators indemnification obligations to us are not enforceable or the operator does not

indemnif us

The combined response team was unable to stem the flow of hydrocarbons from the well prior to the sinking of the rig The

resulting spill of hydrocarbons has been the most extensive in United States U.S history According to its public filings as of

December 31 2010 the operator had already recognized pre-tax charge of $40.9 billion in relation to the spill As described under

Part Item Managements Discussion and Analysis of Financial Condition and Results of OperationsContingenciesMacondo well

incidentContractual indemnity under the drilling contract for Deepwater Horizon BP has agreed to indemnify us with respect to certain

matters and we have agreed to indemnify BP with respect to certain matters We could ultimately experience matenal adverse effect on

our consolidated statement of financial position results of operations and cash flows to the extent that BP does not honor its

indemnification obligations induding by reason of financial or legal restrictions or our insurance policies do not fully cover these amounts

In response to our demand to BP to honor its indemnity obligations BPs outside counsel has submitted letter to us that stated that BP

could not yet determine that it was obligated to defend or indemnify us under the contract and that BP has reserved its
rights

in that regard

The letter also claims that the operator may not be obligated to defend or indemnify us based on various arguments including alleged

breach of contract and gross negligence or other factors such as in the event our actions materially increased the risks to or prejudiced

the
rights of BP The interpretation and enforceability of this contractual indemnity depends upon the specific facts and circumstances

involved in this case as governed by applicable laws The question may ultimately need to be decided by an independent arbitrator or the

courts or other proceeding which will need to consider the specific contract language the facts and applicable laws
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The continuing effects of the moratorium on drilling operations in the U.S Gulf of Mexico and new related enhanced

regulations could materially and adversely affect our worldwide operations

In May 2010 the U.S government implemented six-month moratonum on certain dnlling activities in the U.S Gulf of Mexico

which was lifted on October 12 2010 While the moratorium was in place some operators dairned that the moratorium was force

majeure event under their dnlling contracts that allowed them to terminate these contracts We do not believe that force majeure event

existed as result of the moratorium or the enhanced
drilling regulations in effect following the moratorium and are in discussions with our

customers In some instances we have negotiated lower special standby dayrates with our customers for
rigs

in the U.S Gutf of Mexico

for the period in which the moratonum was in effect or while our customers are unable to obtain drilling permits and have also agreed that

for every day on special standby rate the contract term is extended by an equal number of days

In connection with the moratonum new governmental safety and environmental requirements applicable to both deepwater and

shallow water operations were adopted In order to obtain
drilling permits and resume drilling activities operators must submit applications

that demonstrate compliance with enhanced regulations which now require independent third-party inspections certification of well design

and well control equipment and emergency response plans in the event of blowout among other requirements Operators have and

may continue to have difficulties obtaining drilling permits in the U.S Gulf of Mexico Although we are working in close consultation with

our customers to review and implement the new rules and requirements we cannot predict when if at all operators will be able to satisfy

these requirements These new safety and environmental guidelines and any further new guidelines or regulations the U.S government

may issue or any other steps the U.S government may take have disrupted and could continue to disrupt or delay operations increase

the cost of operations increase out-of-service time or reduce the area of operations for
drilling rigs

in U.S and non-U.S offshore areas

The U.S government and other governments could adopt similar moratoria and take similar actions relating to implementing new safety

and environmental regulations in the future Additionally some of our customers have elected to voluntarily comply with some or all of the

new inspections certification requirements and safety and environmental guidelines on rigs operating outside of the U.S Gulf of Mexico

Additional governmental regulations and requirements concerning licensing taxation equipment specifications and training requirements

could increase the costs of our operations increase certification and pemiithng requirements increase review periods and impose

increased liability on offshore operations

The continuing effects of the moratorium and enhanced regulations may result in number of rigs being moved or becoming

available for movement to locations outside of the U.S Gulf of Mexico which could potentially reduce dayrates worldwide and negatively

affect our ability to contract our
rigs

that are cunentty uncontracted or coming off contract The continuing effects of the moratorium and

enhanced regulations may also decrease the demand for drilling services negatively affect dayrates and increase out-of-service time

which could ultimately have material adverse affect on our revenue and
profitability

We are unable to predict the full impact that the

continuing effects of the moratorium and the enhanced regulations will have on our operations

Many investigations are ongoing in connection with the Macondo well incident the outcome of which are unknown and

could have material adverse effect on us

The Departments of Homeland Security and Interior have begun joint investigation into the cause or causes of the

Macondo well incident The U.S Coast Guard and the Bureau of Ocean Energy Management Regulation and Enforcement the BOE
share jurisdiction over the investigation into the incident In connection with the investigation we received subpoenas from the Office of

Inspector General of the Department of Interior for certain information In addition an investigation has been commenced by the Chemical

Safety Board and the President of the United States has established the National Commission on the BP Deepwater Horizon Oil Spill and

Offshore
Drilling the National Commission to among other things examine the relevant facts and circumstances concerning the cause

or causes of the Macondo well incident and develop options for guarding against future oil spills associated with offshore drilling
In

addition we have participated in hearings related to the incident before various committees and subcommittees of the House of

Representatives and the Senate of the United States These hearings may result in changes in laws and regulations that may have

material adverse effect on the level of
liability that we expect in connection with the Macondo well incident

On June 28 2010 we received letter from the U.S Department of Justice DOY asking us to meet with them to discuss our

financial responsibilities in connection with the Macondo well incident and requesting that we provide them certain financial and

organizational information The letter also requested that we provide the DOJ advance notice of certain corporate actions involving the

transfer of cash or other assets outside the ordinary course of business We have engaged in discussions with the DOJ and have

responded to their document requests and we expect these discussions to continue In addition on December 15 2010 the DOJ filed

civil lawsuit against us and other unaffiliated defendants The complaint alleges violations under the Oil Pollution Act of 1990 and the

Clean Water Act and the DOJ reserved its nghts to amend the complaint to add new claims and defendants The complaint asserts that

all defendants are jointly
and severally liable for all removal costs and damages resulting from the Macondo well incident In addition to the

Civil complaint the DOJ served us with Civil Investigative Demands CIDs on December 2010 These demands are part of an

on-going investigation by the DOJ to determine if we made false daims in connection with the operators acquisition of the leasehold

interest in the Mississippi Canyon Block 252 Gulf of Mexico and drilling operations on Deepwafer Horizon
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Our business depends on the level of activity in the offshore oil and gas industry which is significantly affected by
volatile oil and gas prices and other factors

Our business depends on the level of activity in oil and gas exploration development and production in offshore areas

worldwide Demand for our services depends on oil and natural gas industry activity and expenditure levels that are directly affected by
trends in oil and to lesser extent natural gas pnces Demand for our services is particularly sensitive to the level of exploration

development and production activity of and the corresponding capital spending by oil and natural gas companies including national oil

companies Any prolonged reduction in oil and natural gas prices could depress the immediate levels of exploration development and

production activity Perceptions of longer-term lower oil and natural gas prices by oil and gas companies could similarly reduce or defer

major expenditures given the long-term nature of many large-scale development projects Lower levels of
activity result in corresponding

decline in the demand for our services which could have material adverse effect on our revenue and profitability Oil and gas prices and

market expectations of potential changes in these prices significantly affect this level of activity However higher commodity prices do not

necessarily translate into increased drilling activity since customers expectations of future commodity prices typically drive demand for our

rigs Also increased competition for customers
drilling budgets could come from among other areas land-based energy markets in

Afnca Russia Western Asian countnes the Middle East the U.S and elsewhere The
availability of quality drilling prospects exploration

success relative production costs the stage of reservoir development and
political

and regulatory environments also affect customers

drilling campaigns Worldwide military political and economic events have contributed to oil and gas price volatility and are likely to do so

in the future

Oil and gas prices are extremely volatile and are affected by numerous factors including the following

wortdwide demand for oil and gas including economic activity in the U.S and other energy-consuming markets

the
ability

of the Organization of the Petroleum Exporting Countries OPEC to set and maintain production levels and pricing

the level of production in nonOPEC countries

the
policies

of various governments regarding exploration and development of their oil and gas reserves

advances in exploration and development technology and

the worldwide military and political environment including uncertainty or instability resulting from an escalation or additional

outbreak of armed hostilities civil unrest or other crises in the Middle East or other geographic areas or further acts of terrorism in

the or elsewher3

Our industry is highly competitive and cyclical with intense price competition

The offshore contract drilling industry is highly competitive with numerous industry participants none of which has dominant

market share Drilling contracts are traditionally awarded on competitive bid basis Intense price competition is often the primary factor

in determining which qualified contractor is awarded job although rig availability and the quality and technical capability of service and

equipment may also be considered

Our industry has
historically

been cyclical and is impacted by oil and gas price levels and volatility There have been periods of

high demand short
rig supply and high dayrates followed by periods of low demand excess rig supply and low dayrates Changes in

commodity prices can have dramatic effect on rig demand and periods of excess rig supply intensity the competition in the industry and

often result in rigs being idle for long periods of time Since the onset of the worldwide financial and economic downturn we have

experienced weakness in our Midwater Floater High-Specification Jackups and Standard Jackup market sectors We have idled and

stacked rigs and may in the future idle or stack additional rigs or enter into lower dayrate contracts in response to market conditions We
cannot predict when any idled or stacked rigs will return to service

During prior periods of high dayrates and utilization industry participants have increased the supply of
rigs by ordenng the

construction of new units This has typically resulted in an oversupply of
rigs and has caused subsequent decline in dayrates and

utilization sometimes for extended periods of time Presently there are numerous recently constructed high-specification floaters and

jackups that have entered the market and there are more that are under contract for construction The entry into service of these new
units has increased and will continue to increase supply and could curtail strengthening or trigger reduction in dayrates as rigs are

absorbed into the active fleet Any further increase in construction of new units would
likely exacerbate the negative impact on dayrates

and utilization Lower dayrates and utilization could adversely affect our revenues and profitability

We rely heavily on relatively small number of customers and the loss of significant customer or dispute that leads

to the loss of customer could have material adverse impact on our financial results

We engage in offshore
drilling

services for most of the leading international oil companies or their affiliates as well as for many
government-controlled and independent oil companies Our most significant customer in 2010 was BP accounting for 10 percent of our

operating revenues for the year ended December 31 2010 As of February 10 2011 the contract backlog associated with our contracts

with BP and its affiliates was $2.9 billion Our relationship with BP whose affiliate was the operator of the Macondo well could also be

negatively impacted by the Macondo well incident The loss of this customer or another significant customer could at least in the short

term have material adverse effect on our results of operations
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Our operating and maintenance costs will not necessarily fluctuate In proportion to changes in operating revenues

Our operating and maintenance costs will not necessarily fluctuate in proportion to changes in operating revenues Costs for

operating rig are generally fixed or only semi-variable regardless of the dayrate being earned In addition should our rigs incur idle time

between contracts we typically will not reduce the staff on those ngs because we will use the crew to prepare the rig for its next contract

During times of reduced activity reductions in costs may not be immediate as portions of the crew may be required to prepare rigs
for

stacking after which time the crew members are assigned to active rigs or dismissed In addition as our rigs are mobilized from

one geographic location to another the labor and other operating and maintenance costs can vary significantly In general labor costs

increase primarily due to higher salary levels and inflation Equipment maintenance expenses fluctuate depending upon the type of acbvity

the unit is performing and the age and condition of the equipment Contract preparation expenses vary based on the scope and length of

contract preparation required and the duration of the firm contractual period over which such expenditures are amortized

Our shipyard projects and operations are subject to delays and cost overruns

As of February 10 2011 we had one Ultra-Deepwater Floater and three High-Specification Jackup newbuild rig projects We
also have variety of other more limited shipyard projects at any given time These shipyard projects are subject to the risks of delay or

cost overruns inherent in any such construction project resulting from numerous factors including the following

shipyard availability

shortages of equipment materials or skilled labor

unscheduled delays in the
delivery of ordered matenals and equipment

engineering problems including those relating to the commissioning of newly designed equipment

availability of sOppliers to recertify equipment for enhanced regulations

work stoppages

customer acceptance delays

weather interference or storm damage
civil unrest

unanticipated cost increases and

difficulty
in obtaining necessary permits or approvals

These factors may contribute to cost variations and delays in the delivery of our newbuild units and other rigs undergoing

shipyard projects Delays in the delivery of these units would result in delay in contract commencement resulting in loss of revenue to

us and may also cause customers to terminate or shorten the temi of the
drilling contract for the rig pursuant to applicable late delivery

clauses In the event of termination of one of these contracts we may not be able to secure replacement contract on as favorable terms

if at all

Our operations also
rely on significant supply of capital and consumable spare parts and equipment to maintain and repair our

fleet We also rely on the supply of ancillary services including supply boats and helicopters Shortages in materials delays in the

delivery of necessary spare parts equipment or other materials or the unavailability of ancillary services could negatively impact our future

operations and result in increases in
rig downtime and delays in the repair and maintenance of our fleet

Our drilling contracts may be terminated due to number of events

Certain of our contracts with customers may be cancelable at the option of the customer upon payment of an early termination

payment Such payments may not however fully compensate us for the loss of the contract Contracts also customarily provide for either

automabc termination or termination at the option of the customer typically without the payment of any termination fee under various

circumstances such as non-performance as result of downtime or impaired performance caused by equipment or operational issues or

sustained periods of downtime due to force majeure events Many of these events are beyond our control During periods of depressed

market conditions such as the current economic downturn we are subject to an increased risk of our customers seeking to repudiate their

contracts including through claims of non-performance Our customers
ability to perform their obligations under their drilling contracts

with us may also be negatively impacted by the economic downturn If our customers cancel some of our contracts and we are unable to

secure new contracts on timely basis and on substantially similar terms or if contracts are suspended for an extended period of time or if

number of our contracts are renegotiated it could adversely affect our consolidated statement of financial position results of operations

or cash flows

Our current backlog of contract drilling revenue may not be fully realized

Our contract backlo9 as of February 10 2011 was approximately $24.0 billion This amount represents the firm term of the

contract multiplied by the contractual operabng rate which may be higher than the actual dayrate we receive or we may receive other

dayrates included in the contract such as waiting on weather rate repair rate or force majeure rate The contractual operating dayrate may
also be higher than the actual dayrate we receive because of number of factors including rig downtime or suspension of operations Our

contract backlog includes signed drilling contracts and in some cases other definitive agreements awaiting contract execution We may
not be able to realize the full amount of our contract backlog due to events beyond our control In addition some of our customers have

experienced liquidity issues and these
liquidity issues could increase if commodity prices decline to lower levels for an extended period of

time Liquidity issues could lead our customers to go into bankruptcy or could encourage our customers to seek to repudiate cancel or

renegotiate these agreements for various reasons as described under Our
drilling contracts may be terminated due to number of
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events above Our inability to realize the full amount of our contract backlog may have material adverse effect on our consolidated

statement of financial position results of operations or cash flows

The global nature of our Operations involves additional risks

We operate in various regions throughout the world which may expose us to political and other uncertainties including nsks of

terrorist acts war piracy and civil disturbances

seizure expropriation or nationalization of equipment

imposition of trade barriers

import-export quotas

wage and pnce controls

changes in law and regulatory requirements including changes in interpretaon and enforcement

damage to our equipment or violence directed at our employees induding kidnappings

evil unrest resulting in suspension of operations

comphcations associated with supping repairing
and replacing equipment in remote locations and

the inability to move income or capital

Our non-U.S contract drilling operations are subject to vanous laws and regulations in certain countries in which we operate

including laws and regulations relating to the import and export equipment and operation of
drilling units currency conversions and

repatriation oil and gas exploration and development and taxation of offshore earnings and earnings of expatnate personnel We are also

subject to the U.S Treasury Departments Office of Foreign Assets Control OFAC and other U.S laws and regulations governing our

international operations In addition various state and municipal governments universities and other investors have proposed or adopted

divestment and other initiatives regarding investments including with respect to state governments by state retirement systems in

companies that do business with countries that have been designated as state sponsors of terrorism by the U.S State Department Our

internal compliance program has identified and we have self-reported potential OFAC compliance issue involving the shipment of goods

by freight forwarder through Iran country that has been designated as state sponsor of terrorism by the U.S State Department See

item Managements Discussion and Analysis of Financial Condition and Results of OperationsContingencies-Regulatory matters

We have also operated rigs in Myanmar country that is subject to some U.S trading sanctions We have received and responded to an

administrative subpoena from OFAC concerning our operations in Myanmar and follow up administrative subpoena from OFAC with

questions relating to the previous Myanrnar operations subpoena response and the self-reported shipment through Iran matter Failure to

comply with applicable laws and regulations including those relating to sanctions and export restrictions may subject us to cnminal

sanctions or civil remedies including fines denial of export privileges injunctions or seizures of assets Investors could view any potential

violations of OFAC regulations negatively which could adversely affect our reputation and the market for our shares

Governments in some foreign countries have become incieasingly active in regulating and controlling the ownership of

concessions and companies holding concessions the exploration for oil and gas and other aspects of the oil and gas industries in their

countries including local content requirements for participating in tenders for certain drilling contracts Many governments favor or

effectively require the awarding of
drilling

contracts to local contractors or require foreign contractors to employ citizens of or purchase

supplies from particular junsdiction In addition government action including initiatives by OPEC may continue to cause oil or gas price

volatility
In some areas of the world this governmental activity

has adversely affected the amount of exploration and development work

by major oil companies and may continue to do so

substantial portion of our drilling contracts are partially payable in local currency Those amounts may exceed our local

currency needs leading to the accumulation of excess local currency which in certain instances may be subject to either temporary

blocking or other difficulties converting to U.S dollars Excess amounts of local currency may be exposed to the risk of currency exchange

losses

The shipment of goods services and technology across international borders subjects us to extensive trade laws and

regulations Our import and export activities are governed by unique customs laws and regulations in each of the countries where we

operate Moreover many countries induding the U.S control the import and export of certain goods services and technology and

impose related import and export recordkeeprng and reporting obligations Governments also may impose economic sanctions against

certain countries persons and other entities that may restrict or prohibit transactions involving such countries persons and entities and we

are also subject to the anti-boycott law

The laws and regulations concerning import and export activity recordkeeping and reporting import and export control and

economic sanctions are complex and constanUy changing These laws and regulations may be enacted amended enforced or interpreted

in manner materially impacting our operations The global economic downturn may increase some foreign governments efforts to enact

enforce amend or interpret laws and regulations as method to increase revenue Shipments can be delayed and denied import or export

for variety of reasons some of Which are outside our control and some of which may result from failure to comply with existing legal and

regulatory regimes Shipping delays or denials could cause unscheduled operational downtime Any failure to comply with these

applicable legal and regulatory obligations also could result in criminal and civil penalties and sanctions such as fines imprisonment

debarment from government contracts seizure of shipments and loss of import and export privileges
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An inability to obtain visas and work permits for our employees on timely basis could hurt our operations and have an
adverse effect on our business

Our ability to operate worldwide depends on our
ability

to obtain the
necessary visas and work permits for our personnel to travel

in and out of and to work in the junsdictions in which we operate Governmental actions in some of the jurisdictions in which we operate

may make it difficult for us to move our personnel in and out of these jurisdictions by delaying or withholding the approval of these permits
For example in the past few years we have experienced considerable

difficulty
in obtaining the necessary visas and work permits for our

employees to work in Angola where we operate number of rigs If we are not able to obtain visas and work permits for the employees
we need to operate our ngs on timely basis we might not be able to perform our obligations under our drilling contracts which could

allow our customers to cancel the contracts If our customers cancel some of our contracts and we are unable to secure new contracts on

timely basis and on substantially similar terms it could adversely affect our consolidated statement of financial position results of

operations or cash flows

Failure to comply with the U.S Foreign Corrupt Practices Act and the Bribey Act 2010 recently enacted by the U.K
could result in fines criminal penalties drilling contract terminations and an adverse effect on our business

The U.S Foreign Corrupt Practices Act FCPA and similar anti-bribery laws in other jurisdictions induding the Bribery

Act 2010 recently enacted by the UK generally prohibit companies and their intermediaries from making improper payments to non-U.S
officials for the purpose of obtaining or retaining business We operate in many parts of the world that have experienced governmental
corruption to some degree and in certain circumstances strict compliance with anti-bribery laws may conflict with local customs and

practices If we are found to be liable for FCPA violations or once implemented violations under the Bribery Act 2010 either due to our

own acts or our omissions or due to the acts or omissions of others including our partners in our various
joint ventures we could suffer

from civil and criminal penalties or other sanctions which could have material adverse effect on our business financial condition and
results of operations

Civil penalties under the anti-bribery provisions of the FCPA could range up to $10000 per violation with criminal fine up to the

greater of $2 million per violation or twice the gross pecuniary gain to us or twice the gross pecuniary kss to others if larger Civil

penalties under the accounting provisions of the FCPA can range up to $500000 per violation and company that knowingly commits
violation can be fined up to $25 million per violation In addition both the SEC and the DOJ could assert that conduct extending over

penod of time may constitute multiple violations for purposes of assessing the penalty amounts Often dispositions for these types of

matters result in modifications to business practices and compliance programs and possibly the appointment of monitor to review future

business and practices with the goal of ensuring compliance with the FCPA On November 2010 we reached settlement with the

SEC and the DOJ with respect to certain charges relating to the anti-bribery and books and records provisions of the FCPA In

November 2010 under the terms of the settlements we paid total of approximately $27 million in penalties interest and disgorgement of

profits We have also consented to the entry of civil injunction in two SEC actions and have entered into three-year deferred

prosecution agreement with the DOJ the DPA In connection with the DPA we have agreed to implement and maintain certain internal

controls policies and procedures For the duration of the DPA we are also obligated to provide an annual written report to the DOJ of our

efforts and progress in maintaining and enhancing our compliance policies and procedures In the event the DOJ determines that we have

knowingly violated the terms of the DPA the DOJ may impose an extension of the term of the agreement or if the DOJ determines we
have breached the DPA the DOJ may pursue criminal charges or civil or administrative action against us The DOJ may also find in its

sole discretion that change in circumstances has eliminated the need for the corporate compliance reporting obligations of the DPA and

may terminate the DPA pnor to the three-year term Failure to comply with the terms of the DPA may impact our operations and any
resulting fines may have material adverse effect on our results of operations or cash flows

We could also face fines sanctions and other penalties from authorities in the relevant foreign jurisdictions including prohibition

of our participating in or curtailment of business operations in those jurisdictions and the seizure of
rigs or other assets Our customers in

those junsdictions could seek to impose penalties or take other actions adverse to our interests We could also face other third-party

daims by directors officers employees affiliates advisors attorneys agents stockholders debt holders or other interest holders or

constituents of our company In addition disclosure of the subject matter of the investigation could adversely affect our reputation and our

ability
to obtain new business or retain existing business from our current dients and potential clients to attract and retain employees and

to access the capital markets See item Managements Discussion and Analysis of Financial Condition and Results of Operations
Contingencies-Regulatory matters

Our labor costs and the operating restrictions under which we operate could increase as result of collective

bargaining negotiations and changes in labor laws and regulations

Some of our employees working in Angola the U.K. Norway and Australia are represented by and some of our contracted

labor work under collective bargaining agreements Many of these represented individuals are working under agreements that are subject

to annual salary negotiation These negotiations could result in higher personnel expenses other increased costs or increased operational

resthctions as the outcome of such negotiations apply to all offshore employees not just the union members Additionally the unions in the

U.K sought an interpretation of the application of the Working Time Regulations to the offshore sector Although the Employment Tribunal

endorsed the unions position that offshore workers are entitled to 28 days of annual leave at the subsequent appeals to date both the

Employment Appeal Tnbunal and the Court of Sessions have reversed the Employment Tribunals decision However the unions have

intimated their intention to lodge further appeal to the Supreme Court which may not be heard until the fourth quarter of 2011 or 2012
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The application of the Working Time Regulations to the offshore sector could result in higher labor costs and could undermine our ability to

obtain sufficient number of skilled workers in the U.K Legislation has been introduced in the U.S Congress that could encourage

additional unionization efforts in the U.S as well as increase the chances that such efforts succeed Additional unionization efforts if

successful new collective bargaining agreements or work stoppages could materially increase our labor costs and operating restnctions

Worldwide financial and economic conditions could have material adverse effect on our revenue profitability and

financial position

The worldwide financial and economic downturn reduced the availability
of

liquidity
and credit to fund the continuation and

expansion of industnal business operations worldwide The shortage of liquidity and credit combined with losses in worldwide equity

markets led to an extended worldwide economic recession Our
ability

to access the capital markets may be severely restricted at time

when we would like or need to access such markets which could have an impact on our flexibility to react to changing economic and

business conditions Recent worldwide economic conditions impacted lenders participating in our credit facilities and our customers and

another economic shock could cause them to fail to meet their obligations to us The slowdown in economic activity caused by the

recession also reduced worldwide demand for energy and resulted in an extended penod of lower oil and natural gas pnces Crude oil

prices although recently on the rise have declined from record levels in July 2008 and natural gas pnces have also expenenced sharp

declines Declines in commodity prices along with difficult conditions in the credit markets have had negative impact on our business

and this impact could continue or worsen

Our business involves numerous operating hazards

Our operations are subject to the usual hazards inherent in the drilling of oil and gas wells such as blowouts reservoir damage

loss of production loss of well control punch-throughs cratenngs fires and natural disasters such as hurricanes and tropical storms In

particular the South China Sea the Northwest Coast of Australia and the U.S Gulf of Mexico area are subject to typhoons hurncanes or

other extreme weather conditions on relatively frequent basis and our dnlling rigs
in these regions may be exposed to damage or total

loss by these storms some of which may not be covered by insurance The occurrence of these events could result in the suspension of

dnlling operations damage to or destruction of the equipment involved and injury
to or death of

rig personnel Some experts believe global

climate change could increase the frequency and severity of these extreme weather conditions We are also subject to personal injury and

other claims by rig personnel as result of our drilling operations Operations also may be suspended because of machinery breakdowns

abnormal dnlling conditions failure of subcontractors to perform or supply goods or services or personnel shortages In addition offshore

dnlling operations are subject to pers peculiar to marine operations including capsizing grounding collision and loss or damage from

severe weather We may also be subject to property environmental and other damage claims by oil and gas companies Our insurance

policies and contractual rights to indemnity may not adequately cover losses and we do not have insurance coverage or nghts to

indemnity for all risks There are also risks following the loss of control of well such as blowout or cratenng including the cost to regain

control of or rednll the well and associated pollution Damage to the environment could also result from our operations particularly through

oil spillage or extensive uncontrolled fires

We maintain insurance coverage for property damage occupational injury
and illness and general and manne third-party

liabilities We generally have no coverage for named storms in the U.S Gulf of Mexico and war perils worldwide We also self-insure

coverage
for expenses incurred by ADTI and CMI related to well control and rednll liability

for well blowouts Also pollution and

environmental risks generally are not totally
insurable We maintain $125 million per occurrence deductible for damage to our offshore

drilling equipment However in the event of total loss of drilling unit there is no deductible We also maintain per occurrence

deductibles generally ranging up to $10 million for various third-party liabilities and an additional aggregate annual self-insured retention of

$50 million We generally retain the risk for any liability in excess of $1.0 billion

If significant accident or other event occurs and is not
fully

covered by insurance or an enforceable or recoverable indemnity

from customer it could adversely affect our consolidated statement of financial position results of operations or cash flows The amount

of our insurance may be less than the related impact on enterprise value after loss Our insurance coverage will not in all situations

provide sufficient funds to protect us from all liabilities that could result from our drilling operations Our coverage includes annual

aggregate policy limits As result we retain the risk for any losses in excess of these limits We generally do not carry insurance for loss

of revenue unless contractually required and certain other claims may also not be reimbursed by insurance carriers Any such lack of

reimbursement may cause us to incur substantial costs In addition we could decide to retain substantially more nsk in the future

Moreover no assurance can be made that we will be able to maintain adequate insurance in the future at rates we consider reasonable or

be able to obtain insurance against certain risks As of February 10 2011 all of the rigs that we owned or operated were covered by

existing insurance policies

Regulation of greenhouse gases and climate change could have negative impact on our business

Some scientific studies have suggested that emissions of certain gases commonly referred to as greenhouse gases GHGsi

and induding carbon dioxide and methane may be contributing to warming of the Earths atmosphere and other climatic changes In

response to such studies the issue of climate change and the effect of GHG emissions in particular emissions from fossil fuels is

attracting increasing attention worldwide

Legislation to regulate emissions of GHGs has been introduced in the U.S Congress and there has been wide-ranging policy

debate both in the U.S and internationally regarding the impact of these gases and possible means for their regulation Some of the
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proposals would require industries to meet stringent new standards that would require substantial reductions in carbon emissions Those

reductions could be costly and difficult to implement In addition efforts have been made and continue to be made in the international

community toward the adoption of international treaties or protocols that would address global clunate change issues such as the United

Nations Climate Change Conference in Copenhagen in 2009 Also the U.S Environmental Protection Agency EPA has undertaken

new efforts to collect information regarding GHG emissions and their effects Following finding by the EPA that certain GHGs represent

an endangerment to human health EPA finalized motor vehicle GHG standards the effect of which could reduce demand for motor fuels

refined from crude oil and final rule to address permitting of GHG emissions from stationary sources under the Clean Air Acts

Prevention of Significant Deterioration and Title programs Additionally EPA has issued Mandatory Reporting of Greenhouse Gases
final rule which establishes new comprehensive scheme requiring operators of stationary sources in the U.S emitting more than

established annual thresholds of carbon dioxide-equivalent GHGs to inventory and report their GHG emissions annually In late 2010
EPA finalized new GHG reporting requirements for upstream petroleum and natural gas systems which will be added to EPAs GHG
Reporting Rule and will require facities containing petroleum and natural gas systems that emit 25000 metric tons or more of C02
equivalent per year to report annual GHG emissions with the first report due on March 31 2012

Because our business depends on the level of activity in the offshore oil and
gas industry existing or future laws regulations

treaties or international agreements related to GHGs and dimate change induding incentives to conserve energy or use alternative

energy sources could have negative impact on our business if such laws regulations treaties or international agreements reduce the

worldwide demand for oil and gas In addition such laws regulations treaties or international agreements could result in increased

compliance costs or additional operating restrictions which may have negative impact on our business

Failure to retain key personnel could hurt our operations

We require highly skilled personnel to operate and provide technical services and support for our business worldwide

Histoncally competition for the labor required for dnlling operations induding for turnkey drilling and
drilling management services

businesses and construction projects has intensified as the number of
rigs activated added to worldwide fleets or under construction

increased leading to shortages of qualified personnel in the industry and creating upward pressure on wages and higher turnover We
may experience reduction in the experience level of our personnel as result of any increased turnover which could lead to higher

downtime and more operating incidents which in turn could decrease revenues and increase costs If increased competition for labor

were to intensify in the future we may experience increases in costs or limits on operations

We have substantial amount of debt and we may lose the ability to obtain future financing and suffer competitive

disadvantages

Our overall debt level was approximately $11 billion $12 billion and $14 billion at December 31 2010 December 31 2009 and

December 31 2008 respectively This substantial level of debt and other obligations could have significant adverse
consequences on our

business and future prospects induding the following

we may not be able to obtain financing in the future for working capital capital expenditures acquisitions debt sersice requirements

or other purposes

we may not be able to use operating cash flow in other areas of our business because we must dedicate substantial portion of

these funds to service the debt

we could become more vulnerable to general adverse economic and industry conditions including increases in interest rates

particularly given our substantial indebtedness some of wtich bears interest at vanable rates

we may not be able to meet financial ratios or satisfy certain other conditions included in our bank credit agreements due to market

conditions or other events beyond our control which could result in our inability to meet requirements for borrowings under our bank

credit agreements or default under these agreements and trigger cross default provsions in our other debt instruments

less levered competitors could have competitive advantage because they have lower debt service requirements and

we may be less able to take advantage of significant business opportunities and to react to changes in market or industry conditions

than our competitors

Our overall debt level or market conditions could lead the credit rating agencies to lower our corporate credit ratings

below current levels and possibly below investment grade

Our high leverage level or market conditions could lead the credit rating agencies to downgrade our credit ratings below current

levels and possibly to non-investment grade levels Such ratings levels could limit our ability to refinance our existing debt cause us to

issue debt with less favorable terms and conditions and increase certain fees we pay under our credit facilities In addition such ratings

levels could negatively impact current and prospective customers willingness to transact business with us Suppliers and financial

institutions may lower or eliminate the level of credit provided through payment terms or intraday funding when dealing with us thereby

increasing the need for higher levels of cash on hand which would decrease our ability to repay debt balances As result of the

Macundo well incident both Moodys Investors Service and Standard Poors downgraded their ratings of our senior unsecured debt with

negative outlook We cannot provide assurance that our credit ratings will not be downgraded in the future See The Macundo well

incident could result in increased expenses and decreased revenues which could ultimately have material adverse effect on us
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We are subject to litigation that if not resolved in our favor and not sufficiently insured against could have material

adverse effect on us

We are subject to variety of
litigation

and may be sued in additional cases Numerous lawsuits have been filed against us and

unaffihiated defendants related to the Macondo well incident and additional lawsuits may be filed in the future See The Macondo well

incident could result in increased expenses and decreased revenues which could ultimately have matenal adverse effect on us In

addition certain of our subsidiaries are named as defendants in numerous lawsuits alleging personal injury
as result of exposure to

asbestos or toxic fumes or resulting from other occupational diseases such as silicosis and various other medical issues that can remain

undiscovered for considerable amount of time Some of these subsidiaries that have been put on notice of potential liabilities have no

assets Further our patent for dual-activity technology has been challenged and we have been accused of infringing other patents Other

subsidiaries are subject to
litigation relating to environmental damage We cannot predict the outcome of the cases involving those

subsidiaries or the potential costs to resolve them Insurance may not be applicable or sufficient in all cases insurers may not remain

solvent and policies may not be located Suits against non-asset-owning subsidiaries have and may in the future give nse to alter ego or

successor-in-interest claims against us and our asset-owning subsidiaries to the extent subsidiary is unable to pay claim or insurance

is not available or sufficient to cover the claims To the extent that one or more pending or future
litigation

matters is not resolved in our

favor and is not covered by insurance material adverse effect on our financial results and condition could result

Public health threats could have material adverse effect on our operations and our financial results

Public health threats such as the H1N1 flu virus Severe Acute Respiratory Syndrome and other highly communicable diseases

outhreaks of which have already occurred in various parts of the world in which we operate could adversely impact our operations the

operations of our customers and the global economy including the worldwide demand for oil and natural gas and the level of demand for

our services Any quarantine of personnel or inability to access our offices or rigs
could adversely affect our operations Travel restrictions

or operational problems in any part of the world in which we operate or any reduction in the demand for dnlling services caused by public

health threats in the future may materially impact operations and adversely affect our financial results

Compliance with or breach of environmental laws can be costly and could limit our operations

Our operations are subject to regulations controlling the discharge of materials into the environment requinng removal and

cleanup of materials that may harm the environment or otherwise relating to the protection of the environment For example as an

operator of mobile offshore
drilling

units in navigable U.S waters and some offshore areas we may be liable for damages and costs

incurred in connection with oil
spills or waste disposals related to those operations Laws and regulations protecting the environment have

become more stringent in recent years and may in some cases impose strict liability rendering person liable for environmental damage

without regard to negligence These laws and regulations may expose us to liability
for the conduct of or conditions caused by others or for

acts that were in compliance with all applicable laws at the time they were performed The application of these requirements or the

adoption of new requirements could have material adverse effect on our consolidated statement of financial position results of

operations or cash flows Numerous lawsuits including one brought by the DOJ allege that we may have liability
under the environmental

laws relating to the Macondo well incident See The Macondo well incident could result in increased expenses and decreased revenues

which could ultimately have material adverse effect on us

There is no assurance that we can obtain enforceable indemnities against liability for pollution well and environmental damages

in all of our contracts or that in the event of extensive pollution and environmental damages our customers will have the financial

capability to fulfill their contractual obligations to us

Acts of terrorism and social unrest could affect the markets lbr drilling services

Acts of terrorism and social unrest brought about by world
political

events or otherwise have caused instability
in the worlds

financial and insurance markets in the past and may occur in the future Such acts could be directed against companies such as ours In

addition acts of terrorism and social unrest could lead to increased volatility
in prices for crude oil and natural gas and could affect the

markets for drilling
services Insurance premiums could increase and coverages may be unavailable in the future U.S govemment

regulations may effectively preclude us from actively engaging in business activities in certain countnes These regulations could be

amended to cover countries where we currently operate or where we may wish to operate in the future

We are protected to some extent against loss of capital assets but generally not loss of revenue from most of these nsks

through indemnity provisions in our drilling
contracts Our assets however are generally not insured against nsk of loss due to

perils
such

as terrorist acts civil unrest expropriation nationalization and acts of war
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Other risks

We have significant carrying amounts of goodwill and long-lived assets that are subject to impairment testing

At December 31 2010 the
carrymg amount of our property and equipment was $21.5 billion representing 58 percent of our total

assets and the carrying amount of our goodwilt was $8.1 billion representing 22 percent of our total assets In accordance with our critical

accounting policies we review our property and equipment for impairment when events or changes in circumstances indicate that carrying
amounts of our assets held and used may not be recoverable and we conduct impairment testing for our goodwill when events and
circumstances indicate that the fair value of reporting unit may have fallen below its carrying amount

In the fourth quarter of 2010 we recognized loss of $1.0 billion on the impairment of our Standard Jackup asset group due to

projected declines in dayrates and utilization and we have previously recognized losses on impairment of goodwill and other intangible

assets Continued or future expectations of low dayrates and utilization could result in the recognition of additional losses on impairment of

our longved asset groups or our goodwill or other intangible assets if future cash flow expectations based upon information available to

management at the time of measurement indicate that the carrying amount of our asset groups goodwill or other intangible assets may be

impaired

change in tax laws beetles or regulations or thek interpretation of any counby in which we have operations are
incorporated or are resident could result in higher tax rate on our worldwide earnings which could result in significant

negative impact on our earnings and cash flows from operations

We operate worldwide through our various subsidiaries Consequently we are subject to changes in applicable tax laws treaties

or regulations in the jurisdictions in which we operate which could include laws or policies directed toward companies organized in

jurisdictions with low tax rates material change in the tax laws or policies or their interpretation of any country in which we have
significant operations or in which we are incorporated or resident could result in higher effective tax rate on our worldwide eamings and
such change could be significant to our financial results

Tax legislative proposals intending to eliminate some perceived tax advantages of companies that have legal domiciles outside

the U.S but have certain U.S connections have repeatedly been introduced in the U.S Congress Recent examples indude but are not

limited to legislative proposals that would broaden the circumstances in which non-U.S company would be considered U.S resident

and proposals that could ovenide certain tax treaties and limit treaty benefits on certain payments by U.S subsidiaries to non-U.S
affiliates Additionally Congressional committees have made inquiries into our tax practices in the past Any material change in tax laws

or policies or their interpretation resulting from such legislative proposals or inquiries could result in higher effective tax rate on our

worldwide eamings and such change could have material effect on our results of operations

loss of major tax dispute or successful tax challenge to our operating stnctue intercompany pricing policies or
the taxable presence of our key subsidiaries in certain countries could result In higher tax rate on our worldwide earnings
which could result in significant negative impact on our earnings and cash flows from operations

We are Swiss corporation that operates through our various subsidiaries in number of countries throughout the world

Consequently we are subject to tax laws treaties and regulations in and between the countries in wtiich we operate Our income taxes

are based upon the applicable tax laws and tax rates in effect in the countries in which we operate and earn income as well as upon our

operating structures in these countries

Our income tax returns are subject to review and examination We do not recognize the benefit of income tax positions we
believe are more

likely
than not to be disallowed upon challenge by tax authority if

any tax authority successfully challenges our

operational structure intercompany pricing policies or the taxable presence of our key subsidiaries in certain countries or if the terms of

certain income tax treaties are interpreted in manner that is adverse to our structure or if we lose material tax dispute in any country
particularly in the U.S Norway or Brazil our effective tax rate on our worldwide earnings could increase substantially and our eamings
and cash flows from operations could be materially adversely affected For example there is considerable uncertainty as to the activities

that constitute being engaged in trade or business within the U.S or maintaining permanent establishment under an applicable treaty
so we cannot be certain that the Internal Revenue Service IRS wilt not contend successfully that we or any of our key subsidiaries were
or are engaged in trade or business in the U.S or when applicable maintained or maintains permanent establishment in the U.S. If

we or any of our key subsidiaries were considered to have been engaged in trade or business in the U.S when applicable through
permanent establishment we could be subject to U.S corporate income and additional branch profits taxes on the portion of our eamings
effectively connected to such U.S business during the period in which this was considered to have occurred in which case our effective

tax rate on worldwide earnings for that period could increase substantially and our eamings and cash flows from operations for that period
could be adversely affected

U.S tax authorities could treat us as passive foreign investment company which could have adverse U.S federal

income tax consequences to U.S holders

foreign corporation will be treated as passive foreign investment company or PFIC for U.S federal income tax purposes if

either at least 75 percent of its gross income for any taxable year consists of certain types of passive Income or at least 50 percent
of the average value of the corporations assets produce or are held for the production of those types of passive income For purposes of
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these tests pasSive incom includes dividends interest and gains from the sale or exchange of investment property and certain rents

and royalties but does not indude income derived from the performance of services

We believe that we have not been and will not be PFIC with respect to any taxable year Our income from offshore contract

drilling services should be treated as services income for purposes of determining whether we are PFIC Accordingly we believe that

our income frorri our offshore contract drilling services should not constitute passive income and the assets that we own and operate in

connection with the production of that income should not constitute passive assets

There is significant legal authority supporting this position including statutory provisions legislative history case law and IRS

pronouncements concerning the characterization for other tax purposes of income derived from services where substantial component

of such income is attributable to the value of the property or equipment used in connection with providing such services It should be

noted however that recent case and an IRS pronouncement which relies on the recent case characterize income from time chartering of

vessels as rental income rather than services income for other tax purposes However the IRS subsequently has formally announced that

it does not agree with the decision in that case Moreover we believe that the terms of the time charters in the recent case differ in

material respects from the terms of our drilling contracts with customers No assurance can be given that the IRS or court will accept our

position and there is risk that the IRS or court could determine that we are PFIC

If we were to be treated as PFIC for any taxable year our U.S shareholders would face adverse U.S tax consequences

Under the PFIC rules unless shareholder makes certain elections available under the Internal Revenue Code of 1986 as amended

which elections could themselves have adverse consequences for such shareholder such shareholder would be liable to pay U.S

federal income tax at the highest applicable income tax rates on ordinary income upon the receipt of excess distributions as defined for

U.S tax purposes and upon any gain from the disposition of our shares plus interest on such amounts as if such excess distribution or

gain had been recognized ratably over the shareholders holding penod of our shares In addition under applicable statutory provisions

the preferentiat 15 percent tax rate on qualified dividend income which applies to dividends paid to non-corporate shareholders prior

to 2011 does not apply to dividends paid by foreign corporation if the foreign corporation is PFIC for the taxable year in which the

dividend is paid or the preceding taxable year

We may be limited in our use of net operating losses

Our ability to benefit from our deferred tax assets depends on us having sufficient future earnings to utilize our net operating loss

NOL carryforwards before they expire We have established valuation allowance against the future tax benefit for number of our

foreign NOL carryforwards and we could be required to record an additional valuation allowance against our foreign or U.S deferred tax

assets if market conditions change materially and as result our future earnings are or are projected to be significantly less than we

currently estimate Our NOL carryforwards are subject to review and potential disallowance upon audit by the tax authorities of the

jurisdictions where the NOLs are incurred

Our status as Swiss corporation may limit our flexibility with respect to certain aspects of capital management and

may cause us to be unable to make distributions or repurchase shares without subjecting our shareholders to Swiss withholding

tax

Swiss law allows our shareholders to authorize share capital that can be issued by the board of directors without additional

shareholder approval but this authorization is limited to 50 percent of the existing registered share capital and must be renewed by the

shareholders every two years Our current authorized share capital expired on December 18 2010 and our board of directors has

proposed that our shareholders approve at our May 2011 annual general meeting new authorized share capital limited to 19.99 percent

of our existing share capital which may or may not be approved by our shareholders Additionally subject to specified exceptions Swiss

law grants preemptive rights to existing shareholders to subscnbe for new issuances of shares Swiss law also does not provide as much

flexibility
in the various terms that can attach to different dasses of shares as the laws of some other jurisdictions In the event we need to

raise common equity capital at time when the trading price of our shares is below the par value of the shares currently CHF 15

equivalent to $15.46 based on foreign exchange rate of USD 1.00 to CHF 0.97 on February 15 2011 we will need to obtain approval of

shareholders to decrease the par value of our shares or issue another class of shares with lower par value Any reduction in par value

would decrease our par value available for future repayment of share capital not subject to Swiss withholding tax Swiss law also reserves

for approval by shareholders certain corporate actions over which board of directors would have authority in some other jurisdictions

For example dividends must be approved by shareholders These Swiss law requirements relating to our capital management may limit

our flexibility and situations may arise where greater flexibility would have provided substantial benefits to our shareholders

If we are not successful in our efforts to make distributions if any through reduction of par value or out of qualifying additional

paid-in capital as shown on Transocean Ltds standalone Swiss statutory financial statements then any dividends paid by us will generally

be subject to Swiss federal withholding tax at rate of 35 percent Payment of capital disthbution in the form of par value reduction is

not subject to Swiss withholding tax However we may not be able to meet the legal requirements for reduction in par value On

August 13 2010 the Commercial Register of the Canton of Zug rejected our application to register the first of four planned partial par

value reductions previously approved by our shareholders at our 2010 annual general meeting in an amount of CHF 0.86 per issued share

equal to approximately $0.89 using an exchange rate of USD 1.00 to CHF 0.97 as of the close of trading on February 15 2011 The

Commercial Registers rejection was related to the fact that Transocean Ltd had been served in Switzerland with several complaints from

lawsuits filed in the U.S We appealed the Commercial Registers decision and on December 2010 the Administrative Court of the

AR-23



Canton of Zug rejected our appeal On January 24 2011 we filed an appeal of the decision of the Administrative Court of the Canton of

Zug to the Swiss Federal Supreme Court On February 11 2011 our board of directors recommended that shareholders at the May 2011

annual general meeting approve U.S dollar-denominated dividend of approximately U.S $1 billion out of qualifying additional paid-in

capital and payable in four quarterly installments The board of directors expects that the four payment dates will be set in June 2011

September2011 December2011 and March 2012 The proposed dividend will among other things be contingent on shareholders

approving at the same meeting rescission of the 2010 distribution Due to among other things the uncertainty of the timing and

outcome of the pending appeal with the Swiss Federal Supreme Court our board of directors believes it is in the best interest of the

Company to discontinue with the disputed 2010 distribution and to file request to stay the pending appeal with the Swiss Federal

Supreme Court against the decision of the Administrative Court until shareholders have voted on the proposed rescission Like

distributions to shareholders in the form of par value reduction dividend distributions out of qualifying additional paid-in capital are not

subject to the 35 percent Swiss federal withholding tax Dividend distributions out of qualifying additional paid-in capital do not require

registration with the Commercial Register of the Canton of Zug The Swiss withholding tax rules could also be changed in the future In

addition over the long term the amount of par value available for us to use for par value reductions or the amount of qualifying additional

paid-in capital available for us to pay out as distributions will be limited If we are unable to make distribution through reduction in par

value or out of qualifying additional paid-in capital as shown on Transocean Ltds standalone Swiss statutory financial statements we may
not be able to make distributions without subjecting our shareholders to Swiss withholding taxes

Under present Swiss tax law repurchases of shares for the purposes of capital reduction are treated as partial liquidation

subject to 35 percent Swiss withholding tax on the difference between the repurchase price and the par value At our 2009 annual

general meeting our shareholders approved the repurchase of up to 3.5 billion Swiss francs of our shares for cancellation the Share

Repurchase PrOgram On February 12 2010 our board of directors authorized our management to implement the Share Repurchase

Program We may repurchase shares under the Share Repurchase Program via second trading line on the SIX from institutional

investors who are generally able to receive full refund of the Swiss withholding tax Alternatively in relation to the U.S market we may

repurchase shares under the Share Repurchase Program using an alternative procedure pursuant to which we can repurchase shares

under the Share Repurchase Program via wtual second trading lin from market players in particular banks and institutional

investors who are generally entitled to receive full refund of the Swiss withholding tax There may not be sufficient liquidity in our shares

on the SIX to repurchase the amount of shares that we would like to repurchase using the second trading line on the SIX In addition our

ability
to use the virtual second trading line is limited to the share repurchase program currently approved by our shareholders and any

use of the virtual second trading line with respect to future share repurchase programs will require the approval of the competent Swiss

tax and other authorities We may not be able to repurchase as many shares as we would like to repurchase for purposes of capital

reduction on either the virtual second trading line or in the future SIX second trading line without subjecting the selling shareholders to

Swiss withholding taxes

We are subject to anti-takeover provisions

Our articles of association and Swiss law contain provisions that could prevent or delay an acquisition of the company by means

of tender offer proxy contest or otherwise These provisions may also adversely affect prevailing market prices for our shares These

provisions among other things

dassify our board into three classes of directors each of which serve for staggered three-year penods
if approved provide that the board of directors is authorized subject to obtaining shareholder approval every two years at any time

during maximum two-year period to issue number of shares of up to 50 percent of the share capital registered in the commercial

register and to limd or withdraw the preemptive rights of existing shareholders in various circumstances including following

shareholder or group of shareholders acting in concert having acquired in excess of 15 percent of the share
capital registered in the

commercial
register without having submitted takeover proposal to shareholders that is recommended by the board of directors or

for purposes of the defense of an actual threatened or potential unsolicited takeover bid in relation to wtch the board of

directors has upon consultation with an independent financial adviser retained by the board of directors not recommended

acceptance to the shareholders

provide that any shareholder who wishes to propose any business or to nominate person or persons for election as director at any

annual meeting may only do so if advance notice is given to the company

provide that directors can be removed from office only by the affirmative vote of the holders of at least 66 213 percent of the shares

entitled to vote

provide that merger or demerger transaction requires the affirmative vote of the holders of at least 66 2/3 percent of the shares

represented at the meeting and provide for the possibility of so-called cashout or squeezeour merger if the acquirer controls

90 percent of the outstanding shares entitled to vote at the meeting

provide that any action required or permitted to be taken by the holders of shares must be taken at duly called annual or

extraordinary general meeting of shareholders

limit the ability of our shareholders to amend or repeal some provisions of our articles of association and

limit transactions between us and an interested shareholder which is generally defined as shareholder that together wiTh its

affiliates and associates beneficially directly or indirectly owns 15 percent or more of our shares entitled to vote at general

meeting

Item lB Unresolved Staff Comments

None
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Item Properties

The description of our property included under item Business is incorporated by reference herein

We maintain offices land bases and other facilities worldwide including the following

principal
execuve offices in Vernier Switzerland

corporate offices in Zug Switzerland Houston Texas Cayman Islands Barbados and Luxembourg and

regional operational office in France

Our remaining offices and bases are located in various countries in North America South Amenca the Canbbean Europe

Africa Russia the Middle East India the Far East and Australia We lease most of these facilities

Item Legal Proceedings

Macondo well incident

OverviewOn Apnl 22 2010 the Ultra-Deepwater Floater Deepwater Horizon sank after blowout of the Macondo well caused

fire and explosion on the rig Eleven persons were declared dead and others were injured as result of the incident At the time of the

explosion Deepwater
Horizon was located approximately 41 miles off the coast of Louisiana in Mississippi Canyon Block 252 and was

contracted to BP America Production Co

As we continue to investigate the cause or causes of the incident we are evaluating its consequences Although we cannot

predict the final outcome or estimate the reasonably possible range of loss with certainty we have recognized liability
for estimated loss

contingencies that we believe are probable and for which reasonable estimate can be made We have also recognized receivable for

the portion of this liability that we believe is recoverable from insurance As of December 31 2010 the amount of the estimated
liability

was $135 million recorded in other current liabilities and the corresponding estimated recoverable amount was S94 million recorded in

accounts receivable net on our consolidated balance sheet New information or future developments could require us to adjust our

disclosures and our estimated liabilities and insurance recoveries See Contractual indemnity

LitigationAs of December 31 2010 304 actions or claims were pending against Transocean entities along with other

unaffihated defendants in state and federal courts Additionally government agencies have initiated investigations into the Macondo well

incident We have categorized below the nature of the legal actions or claims We are evaluating all daims and intend to vigorously

defend any claims and pursue any and all defenses available In addition we believe we are entitled to contractual defense and indemnity

for all wrongful death and personal injury claims made by non-employees and third-party subcontractors employees as well as all liabilities

for pollution or contamination other than for pollution or contamination originating on or above the surface of the water See

Contractual indemnity

Wrongful death and personal injuiyAs of December 31 2010 we and one or more of our subsidiaries have been named along

with other unaffiliated defendants in 30 complaints that were pending in state and federal courts in Louisiana and Texas involving multiple

plaintiffs that allege wrongful death and other personal injuries arising out of the Macondo well incident Per the order of the Multi-District

Litigation
Panel the MDV these claims have been centralized for discovery purposes in the U.S District Court Eastern Distnct of

Louisiana The complaints generally allege negligence and seek awards of unspecified economic damages and punitive damages BP
plc

together with its affiliates BP MI-SWACO Weatherford Ltd and Cameron International Corporation and certain of its affiliates have

based on contractual arrangements also made indemnity demands upon us with respect to personal injury and wrongful death claims

asserted by our employees or representatives of our employees against these entities See VContractual indemnity

Economic /ossAs of December 31 2010 we and one or more of our subsidiaries were named along with other unaffiliated

defendants in 70 individual complaints as well as 185 putative class-action complaints that were pending in the federal and state courts in

Louisiana Texas Mississippi Alabama Georgia Kentucky South Carolina Tennessee Florida and possibly other courts The

complaints generally allege among other things potential economic losses as result of environmental pollution arising out of the

Macondo well incident and are based pnmarrly on the Oil Pollution Act of 1990 OPK and state OPA analogues See Environmental

matters One complaint also alleges violation of the Racketeer Influenced and Corrupt Organizations Act but we were not named in this

particular master complaint The plaintiffs are generally seeking awards of unspecified economic compensatory and punitive damages as

well as injunctive relief See --Contractual indemnity Per the order of the MDL the economic loss claims filed in federal courts have

been or will be centralized for discovery purposes in the U.S District Court Eastern District of Louisiana Absent agreement of the parties

however the cases will be tried in the courts from which they were transferred

Federal securities claimsThree federal securities law class actions are currently pending in the U.S District Court Southern

District of New York naming us and certain of our officers and directors as defendants Two of these actions generally allege violations of

Section 10b of the Securities Exchange Act of 1934 the Exthange Act Rule lOb-5 promulgated under the Exchange Act and

Section 20a of the Exchange Act in connection with the Macondo well incident The plaintiffs are generally seeking awards of unspecified

economic damages including damages resulting from the decline in our stock price after the Macondo well incident The third action was

filed by former GlobalSantaFe shareholder alleging that the proxy statement related to our shareholder meeting in connection with our

merger with GlobalSantaFe violated Section 14a of the Exchange Act Rule 14a-9 promulgated thereunder and Section 20a of the
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Exchange Act The plaintiff daims that GlobalSantaFe shareholders received inadequate consideration for their shares as result of the

alleged violations and seeks rescission and compensatory damages

Shareholder derivaie claimsIn June 2010 two shareholder derivative suits were filed by our shareholders naming us as
nominal defendant and certain of our officers and directors as defendants in the District Courts of the State of Texas The first case

generally alleges breach of fiduciary duty unjust enrichment abuse of control gross mismanagement and waste of corporate assets in

connection with the Macondo well incident and the other generally alleges breach of fiduciary duty unjust enrichment and waste of

corporate assets in connection with the Macondo well incident The plaintiffs are generally seeking on behalf of Transocean restitution

and disgorgement of all profits benefits and other compensation from the defendants

Environmental mattersEnvironmental daims under two different schemes statutory and common law and in two different

regimes federal and state have been asserted against us See ljtigationEconomic loss
Liability under many statutes is imposed

without fault but such statutes often allow the amount of damages to be limited In contrast common law
liability requires proof of fault

and causation but generally has no readily defined limitation on damages other than the type of damages that may be redressed We
have descnbed below certain significant applicable environmental statutes and matters relating to the Macondo well incident As described

below we believe that we have limited statutory environmental
liability and we are entitled to contractual defense and indemnity for all

liabilities for pollution or contamination other than for pollution or contamination originating on or above the surface of the water See
Contractual indemnity

Oil Pollution ActOPA imposes strict
liability on responsible parties of vessels or facilities from which oil is discharged into or

upon navigable waters or adjoining shore lines OPA defines the responsible parties with respect to the source of discharge We believe

that the owner or operator of mobile offshore dnhing unit M00U such as DeepwaterHodzori is only responsible party with respect
to discharges from the vessel that occur on or above the surface of the water As the responsible party for Deepwater Horizon we believe

we are responsible only for the discharges of oil emanating from the rig Therefore we believe we are not responsible for the discharged
hydrocarbons from the Macondo well

Responsible parties for discharges are liable for removal and cleanup costs damages that result from the discharge
induding natural resources damages generally up to

statutorily defined limit reimbursement for government efforts and certain

other specified damages For responsible parties of MODUs the limitation on
liability

is determined based on the gross tonnage of the

vessel The statutory limits are not applicable however if the discharge is the result of gross negligence willful misconduct or violation of

federal construction or permitting regulations by the responsible party or party in contractual relationship with the responsible party

Additionally the National Pollution Funds Center NPFC division of the U.S Coast Guard is charged with administering the

Oil Spill Liability Trust Fund OSLTF The NPFC collects fines and civil penalties under OPA from responsible parties as defined in the

statute The payments are directed to the OSLTF To date the NPFC has issued nine invoices to BP Anadarko Petroleum Corporation

together with its affiliates Anadarko and MOEX Offshore LLC together with its affiliates MOEX as the operator and leasehold

owners of the well and thus the
statutorily defined responsible parties for discharges from the well and wellhead To date BP has paid all

nine of these invoices Invoices have also been sent to us and we have acknowledged responsible party status only with respect to

discharges from the vessel on or above the surface of the water if any

In addition on December 15 2010 the DOJ filed civil lawsuit against us and other unaffihiated defendants The complaint

alleges violations under OPA and the Clean Water Act and the DOJ reserved its rights to amend the complaint to add new claims and
defendants The complaint asserts that all defendants named are jointiy and severally liable for all removal costs and damages resulting
from the Macondo well incident In addition to the civil complaint the DOJ served us with Civil Investigative Demands CIDs on
December 2010 These demands are part of an on-going investigation by the DOJ to determine if we made false claims in connection

with the acquisition of the leasehold interest in the Mississippi Canyon Block 252 Gulf of Mexico and
drilling operations on

Deepwater Horizon

We have also received claims directly from individuals pursuant to OPA requesting compensation for loss of income as result

of the Macondo well incident BP has accepted responsible party status with the U.S Coast Guard for the release of hydrocarbons from

the Macondo well and has stated its intent to pay all legitimate claims and we have not paid any of these claims

Other federal statutesSeveral of the claimants have made assertions under other statutes including the Clean Water Act the

Endangered Species Act the Migratory Bird Treaty Act the Clean Air Act the Comprehensive Environmental Response Compensation
and Liabity Act and the Emergency Planning and Community Right-to-Know Act

State environmental lawsAs of December 31 2010 claims had been asserted by private claimants under state environmental

statutes in Flonda Louisiana Mississippi and Texas As described below claims asserted by various state and local govemments are

pending in Alabama Florida Louisiana and Texas

In June 2010 the Louisiana Department of Environmental Quality the LDEQ issued consolidated compliance order and
notice of potential penalty to us and certain of our subsidiaries asking us to eliminate and remediate discharges of oil and other pollutants
into waters and property Located in the State of Louisiana and to submit plan and report in response to the order We requested that the

LDEQ rescind the enforcement actions against us and our subsidiaries because the remediation actions that are the subject of such orders

are actions that do not involve us or our subsidiaries as we are not involved in the remediation or dean-up activities Alternatively if the
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LDEQ would not rescind the enforcement actions altogether we requested the LDEO to dismiss the enforcement actions against us and

certain of our subsidiaries as these entities are not proper parties to the enforcement actions and were impropeity served In

October 2010 the LDEQ rescinded its enforcement actions against us and our subsidiaries but reserved its rights to seek civil penalties for

future violations of the Louisiana Environmental Quality Act

In September 2010 the State of Louisiana filed declaratory judgment seeking to designate us as responsible party under

OPA and the Louisiana Oil Spill Prevention and Response Act LOSPRA for the discharges emanating from the Macondo well

Specifically the declaratory judgment daims that we are responsible party under OPA for all hydrocarbons discharged from the

Macondo well induding underwater discharges of oil from the well head that we as responsible party are jointly severally and

sthctly liable for the
spill from the Macondo well in accordance with OPA that we are responsible party under the Louisiana Oil Spill

Prevention and Response Act for all hydrocarbons discharged from the Macondo well induding underwater discharges of oil from the well

head that we as responsible party are jointly severally and strictly liable for the
spill from the Macondo well in accordance with the

LOSPRA and seeks an award Plaintiffs costs incurred in pursuing this action as allowed by law

Additionally suits have been filed by the State of Alabama and the cities of Greenville Evergreen Georgiana and Mckenzie

Alabama in the U.S District Court Middle District of Alabama the Mexican States of Veracruz Quintana Roo and Tamaulipas in the U.S

District Court Western District of Texas and the City of Panama City Beach Florida in the U.S District Court Northem District of Florida

Generally these governmental entities allege economic losses under OPA and other statutory environmental state daims and also assert

various common law state daims The claims of the State of Alabama the cities in Alabama and the Mexican States have been

centralized in the MDL and will proceed in accordance with the MDL scheduling order and the City of Panama City Beachs daim was

voluntarily dismissed No additional lawsuits have been filed by the states

By letter dated May 2010 the Attorneys General of the five Gulf Coast states of Alabama Florida Louisiana Mississippi and

Texas informed us that they intend to seek recovery of pollution clean-up costs and related damages arising from the Macondo well

incident In addition by letter dated June 21 2010 the Attorneys General of the 11 Atlantic Coast states of Connecticut Delaware

Georgia Maine Maryland Massachusetts New Hampshire New York North Carolina Rhode island and South Carolina informed us that

their states have not sustained any damage from the Macondo well incident but they would like assurances that we will be responsible

financially if damages are sustained We responded to each letter from the Attorneys General and indicated that we intend to fulfill our

obligations as responsible party for any discharge of oil from Deepwater Horizon on or above the surface of the water and we assume
that the operator will similarly fuffill its obligations under OPA for discharges from the undersea well Other than the lawsuit filed by the

State of Alabama discussed above no further requests have been made or actions taken with regard to the initial communication

Wreck removalBy letter dated December 2010 the Coast Guard requested us to formulate and submit comprehensive oil

removal plan to remove any diesel fuel contained in the sponsons and fuel tanks that can be recovered from Deepwater Horizon We have

conducted survey of the
rig wreckage and are reviewing the results We have insurance coverage for wreck removal for up to 25 percent

of Deepwater Honzons insured value or $140 million with any excess wreck removal liability generally covered to the extent of our

remaining excess liability limits

Contractual indemnityUnder our drilling contract for Deepwater Horizon the operator has agreed among other things to

assume full responsibility for and defend release and indemnify us from any loss expense claim fine penalty or liability for pollution or

contamination including control and removal thereof arising out of or connected with operations under the contract other than for pollution

or contamination originating on or above the surface of the water from hydrocarbons or other specified substances within the control and

possession of the contractor as to which we agreed to assume responsibility and protect release and indemnify the operator Although
we do not believe it is applicable to the Macondo well incident we also agreed to indemnify and defend the operator up to limit of

$15 million for claims for loss or damage to third parties arising from pollution caused by the
rig

while it is off the drilling location while the

rig is underway or during drive off or drift off of the rig from the drilling location The operator has also agreed among other things to

defend release and indemnify us against loss or damage to the reservoir and loss of property rights to oil gas and minerals below the

surface of the earth and to defend release and indemnify us and bear the cost of bringing the well under control in the event of

blowout or other loss of control We agreed to defend release and indemnify the operator for personal injury and death of our employees
invitees and the employees of our subcontractors while the operator agreed to defend release and indemnify us for personal injury and

death of its employees invitees and the
employees of its subcontractors other than us We have also agreed to defend release and

indemnify the operator for damages to the
rig

and equipment including salvage or removal costs

Although we believe we are entitled to contractual defense and indemnity given the potential amounts involved in connection

with the Macondo welt incident the operator may seek to avoid its indemnification obligations In particular the operator in response to

our request for indemnification has generally reserved all of its rights and stated that it could not at this time conclude that it is obligated to

indemnify us In doing so the operator has asserted that the facts are not sufficiently developed to determine who is responsible and has

cited vanety of possible legal theones based upon the contract and facts still to be developed We believe this reservation of rights is

without justification and that the operator is required to honor its indemnification obligations contained in our contract and described above

Other legal proceedings

Asbestos litigationIn 2004 several of our subsidiaries were named along with numerous other unaffiliated defendants in

21 complaints filed on behalf of 769 plaintiffs in the Circuit Courts of the State of Mississippi and which claimed
injuries arising out of
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exposure to asbestos allegedly contained in dnlling mud during these plaintiffs employment in drilling activities between 1965 and 1986

Special Master appointed to administer these cases pre-thal subsequently required that each individual plaintiff
file separate lawsuit

and the
original

21 multi-plaintiff complaints were then dismissed by the Circuit Courts The amended complaints resulted in one of our

subsidiaries being named as direct defendant in seven cases We have or may have an indirect interest in an additional 12 cases The

complaints generally allege that the defendants used or manufactured asbestos-containing products in connection with
drilling operations

and have included allegations of negligence products liability
strict liability and claims allowed under the Jones Act and general maritime

law The plaintiffs generally seek awards of unspecified compensatory and punitive damages In each of these cases the complaints

have named other unaffihiated defendant companies including companies that allegedly manufactured the drilling-related products that

contained asbestos The preliminary information available on these claims is not sufficient to determine if there is an identifiable period for

alleged exposure to asbestos whether any asbestos exposure in fact occurred the vessels potentially involved in the claims or the basis

on which the plaintiffs would support claims that their
injuries were related to exposure to asbestos However the initial evidence available

would suggest that we would have significant defenses to liability
and damages In 2009 two cases that were part of the onginal 2004

multi-plaintiff suits went to trial in Mississippi against unaffiliated defendant companies which allegedly manufactured drilling-related

products containing asbestos We were not defendant in either of these cases One of the cases resulted in substantial jury verdict in

favor of the plaintiff and this verdict was subsequently vacated by the thai judge on the basis that the plaintiff
failed to meet its burden of

proof While the courts decision is consistent with our general evaluation of the strength of these cases it has not been reviewed on

appeal The second case resulted in verdict completely in favor of the defendants There were two additional trials in 2010 one

resulting in substantial verdict for the plaintiff
and one resulting in complete verdict for the defendants We were not defendant in

either case and both of the matters are currently on appeal We intend to defend these lawsuits vigorously although there can be no

assurance as to the ultimate outcome We historically have maintained broad liability insurance although we are not certain whether

insurance will cover the liabilities if any arising out of these claims Based on our evaluation of the exposure to date we do not expect the

liability
if any resulting from these claims to have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

One of our subsidiaries was involved in lawsuits arising out of the subsidiarys involvement in the design construction and

refurbishment of major industrial complexes The operating assets of the subsidiary were sold and its operations discontinued in 1989

and the subsidiary has no remaining assets other than the insurance policies involved in its litigation with its insurers and either directly or

indirectly as the beneficiary of qualified settlement fund funding from settlements with insurers assigned rights from insurers and

coverage-in-plac settlement agreements with insurers and funds received from the communication of certain insurance policies The

subsidiary has been named as defendant along with numerous other companies in lawsuits alleging bodily injury or personal injury as

result of exposure to asbestos As of December 31 2010 the subsidiary was defendant in approximately 1.037 lawsuits Some of these

lawsuits include multiple plaintiffs
and we estimate that there are approximately 2440 plaintiffs

in these lawsuits For many of these

lawsuits we have not been provided with sufficient information from the plaintiffs to determine whether all or some of the plaintiffs have

daims against the subsidiary the basis of any such claims or the nature of their alleged injuries The first of the asbestos-related lawsuits

was filed against this subsidiary in 1990 Through December 31 2010 the amounts expended to resolve daims including both defense

fees and expenses and settlement costs have not been material all known deductibles have been satisfied or are inapplicable and the

subsidiarys defense fees and expenses and costs of settlement have been met by insurance made available to the subsidiary The

subsidiary continues to be named as defendant in additional lawsuits and we cannot predict the number of additional cases in which it

may be named defendant nor can we predict the potential costs to resolve such additional cases or to resolve the pending cases

However the subsidiary has in excess of $1 billion in insurance limits potentially available to the subsidiary Although not all of the policies

may be fully
available due to the insolvency of certain insurers we believe that the subsidiary will have sufficient funding from settlements

and claims payments from insurers assigned rights from insurers and coverage-in-place settlement agreements with insurers to respond

to these claims While we cannot predict or provide assurance as to the final outcome of these matters we do not believe that the current

value of the claims where we have been identified will have material impact on our consolidated statement of financial position results of

operations or cash flows

Rio de Janeiro tax assessmentIn the third quarter of 2006 we received tax assessments of approximately $188 million from

the state tax authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for taxes on equipment imported into the state

in connection with our operations The assessments resulted from preliminary finding by these authorities that our subsidiarys record

keeping practices were deficient We currently believe that the substantial majority of these assessments are without ment We filed an

initial response with the Rio de Janeiro tax authorities on September 2006 refuting these additional tax assessments In

September 2007 we received confirmation from the state tax authorities that they believe the additional tax assessments are valid and as

result we filed an appeal on September 27 2007 to the state Taxpayers Council contesting these assessments While we cannot

predict or provide assurance as to the final outcome of these proceedings we do not expect it to have material adverse effect on our

consolidated statement of financial position results of operations or cash flows

Brazilian import license assessmentIn the fourth quarter of 2010 one of our Brazilian subsidiaries received an assessment

from the Brazilian federal tax authorities in Rio de Janeiro of approximately S235 million based upon the alleged failure to timely apply for

import licenses for certain equipment and for allegedly providing improper information on import license applications We responded to the

assessment on December 22 2010 and we currently believe that substantial majonty of the assessment is without merit While we

cannot predict or provide assurance as to the final outcome of these proceedings we do not expect it to have matenal adverse effect on

our consolidated statement of financial position results of operations or cash flows
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Patent litigationIn 2007 several of our subsidiaries were sued by Heerema Engineering Services Heerema in the United

States District Court for the Southern District of Texas for patent infringement claiming that we infringe their U.S patent entitled Method

and Device for Drilling
Oil and Gas Heerema daims that our Enterprise class advanced Enterprise class Express class and

Development Driller dass of drilling rigs operating in the U.S Gulf of Mexico infringe on this patent Heerema seeks unspecified damages

and injunctive relief The court has held hearing on construction of Heeremas patent but has not yet issued decision We deny liability

for patent infringement believe that Heeremas patent is invalid and intend to vigorously defend against the claim We do not expect the

liability
if any resulting from this daim to have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

Other niattersWe are involved in various tax matters and various regulatory matters We are also involved in lawsuits relating

to damage claims arising out of hurricanes Kathna and Rita all of which are insured and which are not matenal to us In addition as of

December31 2010 we were involved in number of other lawsuits induding dispute for municipal tax payments in Brazil and dispute

involving customs procedures in India neither of which is material to us and all of which have arisen in the ordinary course of our

business We do not expect the liability
if any resulting from these other matters to have material adverse effect on our consolidated

statement of financial position results of operations or cash flows We cannot predict with certainty the outcome or effect of any of the

litigation
matters specifically described above or of any such other pending or threatened litigation

There can be no assurance that our

beliefs or expectations as to the outcome or effect of any lawsuit or other litigation matter will prove correct and the eventual outcome of

these matters could materially differ from managements current estimates

Other environmental mat lers

Hazardous waste disposal sitesWe have certain potential liabilities under the Comprehensive Environmental Response

Compensation and Liability
Act CERCLA and similar state acts regulating cleanup of various hazardous waste disposal sites including

those described below CERCLA is intended to expedite the remediation of hazardous substances without regard to fault Potentially

responsible parties PRPs for each site indude present and former owners and operators of transporters to and generators of the

substances at the site
Liability

is strict and can be joint and several

We have been named as PRP in connection with site located in Santa Fe Springs California known as the Waste

Disposal Inc site We and other PRPs have agreed with the EPA and the DOJ to settle our potential liabilities for this site by agreeing to

perform the remaining remediation required by the EPA The form of the agreement is consent decree which has been entered by the

court The parties to the settlement have entered into participation agreement which makes us liable for approximately eight percent of

the remediation and related costs The remediation is complete and we believe our share of the future operation and maintenance costs

of the site is not material There are additional potential liabilities related to the site but these cannot be quantified and we have no

reason at this time to believe that they will be material

One of our subsidiaries has been ordered by the California Regional Water Quality Control Board CRWQCB to develop

testing plan for site known as Campus 1000 Fremont in Aihambra California This site was formerly owned and operated by certain of

our subsidiaries It is presently owned by an unrelated party which has received an order to test the property We have also been advised

that one or more of our subsidiaries is likely to be named by the EPA as PRP for the San Gabriel Valley Area Superfund site which

includes this property Testing has been completed at the property but no contaminants of concern were detected In discussions with

CRWQCB staff we were advised of their intent to issue us no further action letter but it has not yet been received Based on the test

results we would contest any potential liability We have no knowledge at this time of the potential cost of any remediation who else will

be named as PRPs and whether in fact any of our subsidiaries is responsible party The subsidiaries in question do not own any

operating assets and have limited
ability to respond to any liabilities

Resolutions of other daims by the EPA the involved state agency or PRPs are at various stages of investigation These

investigations involve determinations of

the actual responsibility attributed to us and the other PRPs at the site

appropnate investigatory or remedial actions and

allocation of the costs of such activities among the PRPs and other site users

Our ultimate financial responsibility in connection with those sites may depend on many factors including

the volume arid nature of material if any contributed to the site for which we are responsible

the numbers of other PRPs and their financial viability and

the remediation methods and technology to be used

It is difficult to quantify with certainty the potential cost of these environmental matters particularly in respect of remediation

obligations Nevertheless based upon the information currently available we believe that our ultimate liability arising from all

environmental matters including the liability for all other related pending legal proceedings asserted legal claims and known potential legal

claims which are likely
to be asserted is adequately accrued and should not have material effect on our financial position or ongoing

results of operations Estimated costs of future expenditures for environmental remediation obligations are not discounted to their present

value
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Contamination litigation

On July 11 2005 one of our subsidiaries was served with lawsuit filed on behalf of three landowners in Louisiana in the

12th Judicial Disthct Court for the Parish of Avoyelles State of Louisiana The lawsuit named 19 other defendants all of which were

aHeged to have contaminated the
plaintiffs property with naturally occurring radioactive material produced water drilling fluids chlorides

hydrocarbons heavy metals and other contaminants as result of oil and gas exploration activities Experts retained by the
plaintiffs

issued report suggesting significant contamination in the area ooerated by the subsidiary and another codefendant and claimed that

over $300 million would be required to properly rernediate the contamnation The experts retained by the defendants conducted their own

investigation and concluded that the remediation costs would amount to no more than $2.5 million

The plaintiffs and the codefendant threatened to add GlobalSantaFe as defendant in the lawsuit under the single business

enterpnse doctrine contained in Louisiana law The single business enterprise doctrine is similar to corporate veil piercing doctrines On

August 16 2006 our subsidiary and its immediate parent company each of which is an entity that no longer conducts operations or holds

assets filed voluntary petitions for relief under Chapter 11 of the U.S Bankruptcy Code in the U.S Bankruptcy Court for the District of

Delaware Later that day the plaintiffs dismissed our subsidiary from the lawsuit Subsequently the codefendant filed various motions in

the lawsuit and in the Delaware bankruptcies attempting to assert alter ego and single business enterprise claims against GlobalSantaFe

arid two other subsidiaries in the lawsuit The efforts to assert alter ego and single business enterprise theory claims against

GlobalSantaFe were rejected by the Court in Avoyelles Parish and the lawsuit against the other defendant went to trial on February 19
2007 This lawsuit was resolved at trial with settlement by the codefendant that included $20 million payment and certain cleanup

activities to be conducted by the codefendant The codefendant further claimed to receive right to continue to pursue the original

plaintiffs claims

The codefendant sought to dismiss the bankruptcies In addition the codefendant filed proofs of claim against both our

subsidiary and its parent with regard to its claims arising out of the settlement of the lawsuit On February 15 2008 the Bankruptcy Court

denied the codefendants request to dismiss the bankruptcy case but modified the automatic stay to allow the codefendant to proceed on

its claims against the debtors our subsidiary and its parent and their insurance companies The codefendant subsequently filed suit

against the debtors and certain of its insurers in the Court of Avoyetles Parish to determine their
liability

for the settlement The denial of

the motion to dismiss the bankruptcies was appealed On appeal the bankruptcy cases were ordered to be dismissed and the

bankruptcies were dismissed on June 14 2010

On March 10 2010 GlobalSantaFe and the two subsidiaries filed dedaratory judgment action in State District Court in

Houston Texas against the codefendant and the debtors seeking declaration that GlobalSantaFe and the two subsidiaries had no liability

under legal theories advanced by the codefendant This action is currently stayed

On March 11 2010 the codefendant filed motion for leave to amend the pending litigation in Avoyelles Parish to add

GlobalSantaFe Transocean Worldwide Inc. its successor and our wholly owned subsidiary and one of the subsidiaries as well as various

additional insurers Leave to amend was granted and the amended petition was filed An extension to respond for all purposes was

agreed until April 28 2010 for the debtors GlobalSantaFe Transocean Worldwide Inc and the subsidiary On April 28 2010

GlobalSantaFe and its two subsidiaries filed various exceptions seeking dismissal of the Avoyelles Parish lawsuit which have been

denied Subsequent to denial supervisory writs were filed with the Third Circuit Court of Appeals for the State of Louisiana

On December 15 2010 as permitted under the existing Case Management Order GlobalSantaFe and various subsidiaries

served third-party demands joining vanous insurers in the Avoyelles Parish lawsuit seeking insurance coverage for the claims brought

against GlobalSantaFe and the various subsidiaries On January 27 2011 one of the recently joined insurers filed pleadings removing the

Avoyelles Parish lawsuit to the United States District Court for the Western District of Louisiana Alexandria Division the Western District

Action On February 2011 GlobalSantaFe and the two subsidiaries filed motions to dismiss the Western District Action which are now

pending

We believe that these legal theories should not be applied against GlobalSantaFe or Transocean Worldwide Inc Our subsidiary

its parent and GlobalSantaFe intend to continue to vigorously defend against any action taken in an attempt to impose liability against them

under the theones discussed above or otherwise and believe they have good and valid defenses thereto We do not believe that these

claims will have material impact on our consolidated statement of financial position results of operations or cash flows
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Executive Officers of the Registrant

We have included the following information presented as of Febniary 15 2011 on our executive officers in Part of this report in

reliance on General Instruction to Form 10-K The officers of the Company are elected annually by the board of directors There is no

family relationship between any of the executive officers named below

Age as of

Officer Office February IS 2011

Steven Newman President and Chief Executive Officer 46

Amaud AX Bobillier Executive \fice President Asset and Performance 55

John Briscoe Vice President and Controller 53

Nick Deeming Senior Vice President General Counsel and Assistant Corporate Secretary 56

Ricardo Rosa Senior Vice President and Chief Financial Officer 54

Ihab Toma Executive Vice President Global Business 48

Steven Newman is President and Chief Executive Officer and member of the board of directors of the Company Before

being named as Chief Executive Officer in March 2010 Mr Newman served as President and Chief Operating Officer from May 2008 to

November 2009 and subsequently as President Mr Newmans prior senior management roles included Executive Vice President

Performance November 2007 to May 2008 Executive Vice President and Chief Operating Officer October 2006 to November 2007
Senior Vice President of Human Resources and Information Process Solutions May 2006 to October 2006 Senior Vice President of

Human Resources Information Process Solutions and Treasury March 2005 to May 2006 and Vice President of Performance and

Technology August 2003 to March 2005 He also has served as Regional Manager for the Asia and Australia Region and in international

field and operations management positions induding Project Engineer Rig Manager Division Manager Region Marketing Manager and

Region Operations Manager Mr Newman joined the Company in 1994 in the Corporate Planning Department Mr Newman received his

Bachelor of Science degree in Petroleum Engineering in 1989 from the Colorado School of Mines and his MBA in 1992 from the Harvard

University Graduate School of Business Mr Newman is also member of the Society of Petroleum Engineers

Amaud A.Y Bobillier is Executive Vice President Asset and Performance of the Company Before being named to his current

position in August 2010 Mr Bobillier served as Executive Vice President Assets of the Company March 2008 to August 2010 Senior

Vice President of the Companys Europe and Africa Unit which covers offshore drilling operations in 15 countries January 2008 to

March 2008 Vice President of the Companys Europe and Africa unit May 2005 to January 2008 and Regional Manager for the Europe

and Africa Region January 2004 to May 2005 From September 2001 to January 2004 Mr Bobillier served as Regional Manager for the

Companys West Africa Region He began his career with predecessor company in 1980 and has served in various management

positions in several countries induding the U.S. France Saudi Arabia Indonesia Congo Brazil South Africa and China Mr Bobillier

received his engineering degree in fluid mechanics and thermodynamics in 1980 from the Ecole Superieure des Techniques de llngenieur

de Nancy France

John Bnscoe is Vice President and Controller of the Company Before being named to his current position in October 2007

Mr Briscoe served as Vice President Audit and Advisory Services June 2007 to October 2007 Director of Investor Relations and

Communications January 2007 to June 2007 and Finance Director for the Companys North and South America Unit June 2005 to

January 2007 Prior to joining the Company in June 2005 Mr Briscoe served as Ferrellgas Inc.s Vice President of Accounting July 2003

to June 2005 Vice President of Administration June2002 to July2003 and Division Controller June 1997 to June 2002 Pnor to

working for Ferrellgas Mr Bnscoe served as Controller for Latin America for Dresser Industries Inc which has subsequently been

acquired by Halliburton Inc Mr Briscoe started his career with seven years in public accounting beginning with the firm of KPMG and

ending with Emst Young as an Audit Manager Mr Bnscoe is certified public accountant and received his Bachelors degree in

Business AdministrationAccounting in 1981 from the University of Texas

Nick Deeming is Senior Vice President General Counsel and Assistant Corporate Secretary of the Company Before being

named to this position in February 2011 Mr Deeming most recently served as Group General Counsel and Secretary of Christies

International Plc from 2007 to 2010 Prior to Christies from 2001 to 2007 Mr Deeming served as the Chief Legal Officer of Linde Group

AG formeriy BOC Group Plc Prior to that from 1999 to 2001 he served as the Chief Legal Officer of Sema Group Plc from 1990 to

1998 the Group Legal Director of PPP Healthcare Group Plc from 1986 to 1990 the Group Legal Director of the financial services group

Target Group Plc and from 1983 to 1986 the Head of Legal Services of Burmah Oil Exploration Mr Deeming received nis law degree in

1977 from Guildhall University subsequently qualified as solicitor in 1981 and received his MBA in 1996 from Cranfleld University
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Ricardo Rosa is Senior Vice President and Chief Financial Officer of the Company Before being named to his current

position in September 2009 Mr Rosa served as Senior Vice President of the Companys Europe and Africa Unit which covers offshore

drilling operations in 15 countries April 2008 to August 2009 Senior \fice President of the Asia and Pacific Unit January 2008 to

March 2008 Vice President of the Asia and Pacific Unit May 2005 to December 2007 Regional Manager for the Asia Region

June 2003 to April 2005 and Vice President and Controller December 1999 to May 2003 Beginning in September 1995 Mr Rosa was

Controller of Sedco Forex Holdings Limited one of our predecessor companies Mr Rosa received his Master of Arts degree in 1977 from

Oxford University and subsequeny qualified as Chartered Accountant with the Institute of Chartered Accountants in England and Wales

in 1981

lhab Toma is Executive Vice President Global Business of the Company Before being named to his current position in

August 2010 Mr Toma served as Senior Vice President Marketing and Planning of the Company from August2009 to August 2010

Before joining the Company Mr Toma served as Vice President Sales and Marketing for Europe Africa and Caspian for Schlumberger

Oilfleld Services from
April

2006 to August 2009 Mr Toma led Schlumbergers information solutions business in various capacities

including Vice President Sales and Marketing from 2004 to April 2006 prior to which he served in variety of positions with

Schlumberger Ltd including President of Information Solutions Vice President of Information Management and Vice President of Europe

Africa and CIS Operations He started his career with Schlumberger in 1986 Mr Toma received his Bachelors degree in Electrical

Engineering in 1985 from Cairo University
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PART II

Item Market for Registrants Common Equity Related Shareholder Matters and Issuer Purchases of Equity

Securities

Market and share pricesOur shares are listed on the New York Stock Exchange -NYSE under the symbol RIG and

effective April 20 2010 our shares were listed and began trading on the SIX Swiss Exchange S1X under the symbol RIGN The

following table presents the high and low sales pnces of our shares for the periods indicated as reported on the NYSE and the SIX

NYSE Stock Price

2010 2009

High Low High Low

Firstquarter 94.88 76.96 67.17 46.11

Second quarter 92.67 41.88 85.57 56.75

Third quarter 65.98 44.30 87.22 65.04

Fourth quarter 73.94 61.60 94.44 78.71

SIX Stock Price

2010 2009

_________ _________ _________ _________ High Low High Low

CHF CHF CHF CHF

101.10 49.90

64.45 46.54

72.00 59.15

On February 15 2011 the last reported sales price of our shares on the NYSE and the SIX was $79.45 per share and

CHF 77.30 per share respectively On such date there were 8.174 holders of record of our shares and 319.100.641 shares outstanding

Shareholder mattersIn May 2010 at our annual general meeting our shareholders approved cash distnbution in the form of

par value reduction in the aggregate amount of CHF 3.44 per issued share equal to approximately $3.70 using an exchange rate of

USD 1.00 to CHF 0.93 as of the close of trading on December 31 2010 The cash distribution would have been calculated and paid in

four quarterly installments According to the May 2010 shareholder resolution and pursuant to applicable Swiss law we were required to

submit an application to the Commercial Register of the Canton of Zug in relation to each quarterly installment to register the relevant

partial par value reduction together with among other things compliance deed issued by an independent notary public On August 13

2010 the Commercial Register of the Canton of Zug rejected our application to register the first of the four partial par value reductions

We appealed the Commercial Registers decision and on December 2010 the Administrative Court of the Canton of Zug rejected our

appeal The Administrative Court held that the statutory requirements for the registration of the par value reduction in the commercial

register could not be met given the existence of lawsuits filed in the United States related to the Macondo well incident that were served in

Switzerland and the reference to such lawsuits in the compliance deed The Administrative Courts opinion also held that under these

circumstances it was not possible to submit an amended compliance deed Based on these considerations we do not believe that

financial obligation existed for the distribution

To preserve our rights on January 24 2011 we filed an appeal with the Swiss Federal Supreme Court against the decision of

the Administrative Court of the Canton of Zug On February 11 2011 our board of directors recommended that shareholders at the

May 2011 annual general meeting approve U.S dollar-denominated dividend of approximately U.S Si billion out of qualifying additional

paid-in capital and payable in four quarterly installments The board of directors expects that the four payment dates will be set in

June 2011 September2011 December2011 and March 2012 The proposed dividend will among other things be contingent on

shareholders approving at the same meeting rescission of the 2010 distribution Due to among other things the uncertainty of the

timing and outcome of the pending appeal with the Swiss Federal Supreme Court our board of directors believes it is in the best interest of

the Company to discontinue with the disputed 2010 distribution and to file request to stay the pending appeal with the Swiss Federal

Supreme Court against the decision of the Administrative Court until shareholders have voted on the proposed rescission Like

distributions to shareholders in the form of par value reduction dividend distributions out of qualifying additional paid-in capital are not

subject to the 35 percent Swiss federal withholding tax Dividend distributions out of qualifying additional paid-in capal do not require

registration with the Commercial Register of the Canton of Zug

Any future declaration and payment of any cash distributions will depend on our results of operations financial condition

cash requirements and other relevant factors be subject to shareholder approval be subject to restrictions contained in our credit

facilities and other debt covenants and be subject to restrictions imposed by Swiss law including the requirement that sufficient

distributable profits from the previous year or freely distributable reserves must exist

In December 2008 Transocean Ltd completed the Redomestication Transaction In the Redomestication Transaction

Transocean Ltd issued one of its shares in exchange for each ordinary share of Transocean Inc In addition Transocean Ltd issued

16 million of its shares to Transocean Inc for future use to satisfy Transocean Ltds obligations to deliver shares in connection with

awards granted under our incentive plans warrants or other rights to acquire shares of Transocean Ltd The Redomestication Transaction

effectively changed the place of incorporation of our parent holding company from the Cayman Islands to Switzerland As result of the

Redomestication Transaction Transocean Inc became direct wholly owned subsidiary of Transocean Ltd In connection with the

Redomestication Transaction we relocated our principal executive offices to Vernier Switzerland
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Swiss Tax Consequences to Shareholders of Transocean

The tax consequences discussed below are not complete analysis or
listing

of all the possible tax consequences that may be

relevant to shareholders of Transocean Shareholders should consult their own tax advisors in respect of the tax consequences related to

receipt ownership purchase or sale or other disposition of our shares and the procedures for daiming refund of withholding tax

Swiss Income Tax on Dividends and Similar Distributions

non-Swiss holder will not be subject to Swiss income taxes on dividend income and similar distributions in respect of our

shares unless the shares are attributable to permanent establishment or fixed place of business maintained in Switzerland by such

non-Swiss holder However dividends and similar distributions are subject to Swiss withholding tax subject to certain exceptions See

Swiss Withholding TaxDistributions to Shareholders and Exemption from Swiss Withholding TaxDistributions to Shareholders

Swiss Wealth Tax

non-Swiss holder will not be subject to Swiss wealth taxes unless the holders shares are attributable to permanent

establishment or fixed place of business maintained in Switzerland by such non-Swiss holder

Swiss Capital Gains Tax upon Disposal of Shares

non-Swiss holder will not be subject to Swiss income taxes for capital gains unless the holders shares are attributable to

permanent establishment or fixed place of business maintained in Switzerland by such non-Swiss holder In such case the non-Swiss

holder is required to recognize capital gains or losses on the sale of such shares which will be subject to cantonal communal and federal

income tax

Swiss Withholding TaxDistributions to Shareholders

Swiss withholding tax of 35 percent is due on dividends and similar distributions to our shareholders from us regardless of the

place of residency of the shareholder subject to the exceptions discussed under Exemption from Swiss Withholding TaxDistributions

to Shareholders below We will be required to withhold at such rate and remit on net basis any payments made to holder of our

shares and pay such withheld amounts to the Swiss federal tax authorities See Refund of Swiss Withholding Tax on Dividends and

Other DistrIbutions

Exemption from Swiss Withholding TaxDistributions to Shareholders

Distributions to shareholders in relation to reduction of par value are exempt from Swiss withholding tax Since January

2011 distributions to shareholders out of qualifying additional paid-in capital for Swiss statutory purposes are also exempt from the Swiss

withholding tax On December 31 2010 the aggregate amount of par value and qualifying additional paid-in capital of our outstanding

shares was 5.0 billion Swiss francs and 11.4 billion Swiss francs respectively which is equivalent to approximately U.S $5.4 billion and

U.S $12.3 billion respectively at an exchange rate as of the dose of trading on December31 2010 of U.S $1.00 to 0.93 Swiss francs

Consequently we expect that substantial amount of any potential future distributions may be exempt from Swiss withholding tax

Repurchases of Shares

Repurchases of shares for the purposes of capital reduction are treated as partial liquidation subject to the 35 percent Swiss

withholding tax However for shares repurchased for capital reduction the portion of the repurchase price attributable to the par value of

the shares repurchased will not be subject to the Swiss withholding tax Since January 1.2011 the portion of the repurchase price that is

according to Swiss tax law and practice attributable to the qualifying additional paid-in capital for Swiss statutory reporting purposes of the

shares repurchased will also not be subject to the Swiss withholding tax We would be required to withhold at such rate the tax from the

difference between the repurchase price and the related amount of par value and since January 2011 the related amount of qualifying

additional paid-in capital We would be required to remit on net basis the purchase price with the Swiss withholding tax deducted to

holder of our shares and pay the withholding tax to the Swiss federal tax authorities

With respect to the refund of Swiss withholding tax from the repurchase of shares see Refund of Swiss Withholding Tax on

Dividends and Other Distributions below

In most instances Swiss companies listed on the SIX carry out share repurchase programs through second trading line on the

SIX Swiss institutional investors
typically purchase shares from shareholders on the open market and then sell the shares on the second

trading line back to the company The Swiss institutional investors are generally able to receive full refund of the withholding tax Due

to among other things the time delay between the sale to the company and the institutional investors receipt of the refund the price

companies pay to repurchase their shares has historically been slightly higher but less than one percent than the price of such

companies shares in ordinary trading on the SIX first trading line Effective April 20 2010 we listed our shares on the SIX We may

repurchase our shares from institutional investors who are generally able to receive full refund of the Swiss withholding tax via second

trading line on the SIX There may not be sufficient
liquidity

in our shares on the SIX to repurchase the amount of shares that we would

like to repurchase using the second trading line on the SIX In relation to the U.S market we may therefore repurchase such shares using

an alternative procedure pursuant to which we repurchase our shares via virtual second trading line from market players in particular

banks and institutional investors who are generally entitled to receive full refund of the Swiss withholding tax Currently our ability
to

use the virtual second trading line will be limited to the share repurchase program currently approved by our shareholders and any use of
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the virtual second trading line with respect to future share repurchase programs will require approval of the competent Swiss tax and

other authorities We may not be able to repurchase as many shares as we would like to repurchase for purposes
of capital reduction on

either the virtual second trading lin or SIX second trading line without subjecting the selling shareholders to Swiss withholding taxes

The repurchase of shares for purposes other than for cancellation such as to retain as treasury shares for use in connection with stock

incentive plans convertible debt or other instruments within certain periods will generally not be subject to Swiss withholding tax

Refund of Swiss Withholding Tax on Dividends and Other Distributions

Swss holdersA Swiss tax resident corporate or individual can recover the withholding tax in full if such resident is the

beneficial owner of our shares at the time the dividend or other distribution becomes due and provided that such resident reports the gross

distribution received on such residents income tax return or in the case of an entity includes the taxable income in such residents income

statement

Non-Swiss holdersIf the shareholder that receives distribution from us is not Swiss tax resident does not hold our shares

in connection with permanent establishment or fixed place of business maintained in Switzerland and resides in country that has

concluded treaty for the avoidance of double taxation with Switzerland for which the conditions for the application and protection of and

by the treaty are met then the shareholder may be entitled to full or partial
refund of the withholding tax descnbed above The

procedures for claiming treaty refunds and the time frame required for obtaining refund may differ from country to country

Sw$erIand has entered into bilateral treaties for the avoidance of double taxation with respect to income taxes with numerous

countrIes including the U.S whereby under certain circumstances all or part of the withholding tax may be refunded

U.S residentsThe Swiss-U.S tax treaty provides that U.S residents eligible for benefits under the treaty can seek refund of

the Swiss withholding tax on dividends for the portion exceeding 15 percent leading to refund of 20 percent or 100 percent refund in

the case of qualified pension funds

As general rule the refund will be granted under the treaty if the U.S resident can show evidence of

beneficial ownership

U.S residency and

meeting the US-Swiss tax treatys limitation on benefits requirements

The daim for refund must be filed with the Swiss federal tax authorities Eigerstrasse 65 3003 Bern Switzerland not later than

December 31 of the third year following the year in which the dividend payments became due The relevant Swiss tax form is Form 82C

for companies 82E for other entities and 821 for individuals These forms can be obtained from any Swiss Consulate General in the U.S

or from the Swiss federal tax authorities at the above address Each form needs to be filled out in tnplicate with each copy duly completed

and signed before notary public in the U.S Evidence that the withholding tax was withheld at the source must also be included

Stamp duties in relation to the transfer of sharesThe purchase or sale of our shares may be subject to Swiss federal stamp

taxes on the transfer of securities irrespective of the place of residency of the purchaser or seller if the transaction takes place through or

with Swiss bank or other Swiss securities dealer as those terms are defined in the Swiss Federal Stamp Tax Act and no exemption

applies in the specific case If purchase or sale is not entered into through or with Swiss bank or other Swiss secunties dealer then no

stamp tax will be due The applicable stamp tax rate is 0.075 percent for each of the two parties to transaction and is calculated based

on the purchase price or sale proceeds If the transaction does not involve cash consideration the transfer stamp duty is computed on the

basis of the market value of the consideration
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Issuer Purchases of Equity Securities

Totid
Maxinuivi Nunibsr

nbei of or AçoiMi.s Do1 VaIu.$
Totai Nwq

Average Purchas.d Part of Shares that May Yet Purchas.d
of Shares Pric Paid of Putincly kwounc.d Under th Plans Programs

____________________ Purchased Share Plans or Prog miulonsi

Ockber2OlO
35

November 2010 107 67.29
3560

December2010 714 61.67
__________________ 3.560

Total
821 6240

3.560

Total number of shares purchased in the fourth quarter of 2010 indudes 821 shares withheld by us through broker arrangement and limited to

statutory tax in satisfaction of withholding taxes due upon the vesting of restncted shares granted to our employees under our Long-Term Incentive
Plan

In May 2009 at the annual general meeting of Transocean Ltd our shareholders approved and authorized our board of directors at its discietion to

repurchase an amount of our shares for cancellation with an aggregate purchase pace of up to CHF 3.5 bilFion which is equivalent to approximately
$3.8 bdhon at an exchange rate as of the dose of trading on December 31 2010 of USD 1.00 to CHF 0.93 On February 12 2010 our board of
directors authorized our management to implement the share repurchase program We may deade based upon our ongoing capital requirements
the pace of our shares matters

relating to the Macondo well incident regulatory and tax considerations cash flow generation the
relationship

between our contract backlog and our debt general market conditions and other factors that we should retain cash reduce debt make capital
investments or otherwise use cash for general corporate purposes and consequently repurchase fewer or no shares under this program Decisions

regarding the amount if any and
timing

of any share repurchases would be made from time to time based upon these factors Through
December 31 2010 we have repurchased total of 2863.267 of our shares under this share repurchase program at total cost of $240 million

$83.74 per share See Part Item Managements Discussion and Analysis of Financial Condition and Results of OperationsSources and
Uses of LiquidityOverview
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ftem Selected Financial Data

The selected financial data as of December31 2010 and 2009 and for each of the three years in the period ended

December 31 2010 have been derived from the audited consolidated financial statements induded in item Financial Statements and

Supplementary Data The selected financial data as of December31 2008 2007 and 2006 and for the years ended December 31 2007

and 2006 has been derived from audited consolidated financial statements not included herein The following data should be read in

conjunction with item Managements Discussion and Analysis of Financial Condition and Results of Operations and the audited

consolidated financial statements and the notes thereto induded under item Financial Statements and Supplementary Data

Years ended December 31

2010 2009 2008 2007 2006

In millions except per share data

Statement of operations data

Operating revenues 9576 11556 12674 6377 3882

Operatingincome
1.866 4400 5357 3.239 1.641

Netmcxtme 988 3170 4029 3121 1385

Net income attributable to controlling interest 961 3.181 4.031 3.121 1.385

Earnings per share

Basic 2.99 9.87 12.63 14.58 6.31

Diluted 2.99 9.84 12.53 14.08 610

Balance sheet data at end of period

Totalassets 36811 36436 35182 34356 11476

Debt due within one year 2.012 1.868 664 6.172 95

Long4em debt 9209 9849 12893 10266 3203

Totalequity 21.375 20559 17.167 13.382 6836

Other financial data

Cash provided by operating adivilies 3946 5598 4959 3.073 1.237

Cash used in investing activities 721 2694 2.196 5.677 415

Cash provided by used in finanong activities 961 2737 3041 3378 800

Capftalexpenditures 1.411 3.052 2.208 1.380 876

In November 2007 Transocean Inc. wholly owned subsidiary and our former parent holding company redassilied each of its outstanding ordinary

shares by way of scheme of arrangement under Cayman Islands law immediately followed by its merger with GlobalSantaFe Corporation the

Merger We accounted for the reclassilication as reverse stock split and dividend which requires restatement of historical weighted-average

shares outstanding and histoncal earnings per share for
prior periods Per share amounts for all penods have been adjusted for the redassification

We applied the purchase accounting method for the Merger and identified Transocean Inc as the acquirer in the business combination The

balance sheet data as of December 31 2007 represents the consolidated statement of financial position of the combined company The statement

of operations and other financial data for the year ended December 31 2007 indude approximately one month of operating results and cash flows

for the combined company Transocean Inc financed payments made in connection with the redassification and Merger with borrowings under

S15 billion bndge loan faolity
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

The following information should be read in conjunction with the information contained in item Business item 1A Risk

Factors and the audited consolidated financial statements and the notes thereto included under item Financial Statements and

Supplementary Data elsewhere in this annual report

Business

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or Our is leading international provider of offshore contract drilling services for oil and gas wells As of

February 10 2011 we owned had
partial ownership interests in or operated 138 mobile offshore

drilling
units As of this date our fleet

consisted of 47 High-Specification Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and drillships

25 Midwater Floaters nine High-Specification Jackups 54 Standard Jackups and three Other Rigs In addition we had

one Ultra-Deepwater Floater and three High-Specification Jackups under construction

We have two reportable segments contract dnlling services and other operations Contract
drilling

services our primary

business involves contracting our mobile offshore dnlling fleet related equipment and work crews pnmanly on dayrate basis to drill oil

and gas wells We believe our drilling fleet is one of the most modem and versatile fleets in the world consisting of floaters jackups and

other ngs used in support of offshore dnlling activities and offshore support services on worldwide basis We specialize in technically

demanding regions of the offshore
drilling business with particular focus on deepwater and harsh environment

drilling
services

Our contract drilling operations are geographically dispersed in oil and gas exploration and development areas throughout the

world Although rigs can be moved from one region to another the cost of moving rigs and the availability of rig-moving vessels may
cause the supply and demand balance to fluctuate somewhat between regions Still significant variations between regions do not tend to

persist long term because of
rig mobility Our fleet operates in single global market for the provision of contract

drilling services The

location of our rigs and the allocation of resources to build or upgrade rigs are determined by the activities and needs of our customers

Our other operations segment includes
drilling management services and oil and gas properties We provide drilling

management services through Applied Drilling Technology Inc our wholly owned subsidiary and through ADT International division of

one of our U.K subsidianes together ADTI ADTI provides oil and gas drilling management services on either dayrate basis or

completed-project fixed-price or tumkey basis as well as
drilling engineering and

drilling project management services Our oil and

gas properties consist of exploration development and production activities carried out through Challenger Minerals Inc and Challenger

Minerals North Sea Limited together CMI our oil and gas subsidiaries

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among

Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized

under the laws of the Cayman Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Cayman Islands law with Transocean Cayman Ltd. with Transocean Inc as the surviving

company the Redornestication Transaction In the Redomesflcation Transaction Transocean Ltd issued one of its shares in exchange

for each ordinary share of Transocean Inc In addition Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to

satisfy Transocean Ltds obligations to deliver shares in connection with awards granted under our incentive plans or other rights to

acquire shares of Transocean Ltd The Redomestication Transaction effectively changed the place of incorporation of our parent holding

company from the Cayman Islands to Switzerland As result of the Redomestication Transaction Transocean Inc became direct

wholly owned subsidiary of Transocean Ltd In connection with the Redomestication Transaction we relocated our principal executive

offices to Vernier Switzerland

Significant Events

Debt issuanceIn September2010 we issued $1.1 billion aggregate pnncipal amount of 4.95% Senior Notes due

November 2015 the 4.95% Senior NoteS and $900 million aggregate pnncipal amount of 6.50% Senior Notes due November 2020 the

6.50% Senior Notes and together with the 4.95% Senior Notes the Senior Notesi See Uquidity and Capital ResourcesSources

and Uses of Liquidity

Debt repurchasesHolders of the .625% Senes Convertible Senior Notes due 2037 -Series Convertible Senior Notes

had the option to require Transocean Inc our wholly owned subsidiary and the issuer of the Series Convertible Senior Notes to

repurchase all or any part of such holders notes on December 15 2010 As result we were required to repurchase an aggregate

principal amount of $1288 million of our Senes Convertible Senior Notes for an aggregate cash payment of $1288 million On

January 31 2011 we redeemed the remaining aggregate pnncipal amount of $11 million of our Series Convertible Senior Notes for an

aggregate cash payment of $11 million See Liquidity and Capital ResourcesSources and Uses of Liquidity

Dunng 2010 we also repurchased an aggregate principal amount of S520 million of our 1.50% Series Convertible Senior

Notes due 2037 Senes Convertible Senior Notes for an aggregate cash payment of S505 million and an aggregate principal amount

of $478 million of our 1.50/a Senes Convertible Senior Notes due 2037 -Series Convertible Senior Notes and collectively with the

Senes Convertible Senior Notes and the Series Convertible Senior Notes the -Convertible Senior Notes for an aggregate cash
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payment of $453 million In connection with the repurthases we recognized loss on retirement of debt of $35 million See Liquidity

and Capital ResourcesSources and Uses of Liquidity

Fleet expansionIn 2010 we completed construction of five Ultra-Deepwater newbuilds four of which have commenced their

respective contracts In November 2010 we purchased for $195 million PPL Pacific Class 400 design High-Specification Jackup to be

named Transocean Honor under construction at PPL Shipyard Pte Ltd in Singapore Delivery of Transocean Honor is expected in the

fourth quarter of 2011 Additionally in December2010 we entered into agreements to purchase for $186 million each two Keppel FELS

Super class design High-Specification Jackups under construction at Keppel FELS yard in Singapore Delivery of the

two High-Specification Jackups is expected in the fourth quarter of 2012 See Outlook

DispositionSubsequent to December 31 2010 we completed the sale of the High-Specification Jackup Tndenf 20 and

received net cash proceeds of $262 million See Liquidity and Capital ResourcesOnlling Fleet

Macondo well incidentOn April 22 2010 the Ullra-Deepwater Floater Deepwater Horizon sank after blowout of the

Macondo well caused fire and explosion on the ng and the
rig

has been declared total loss Eleven persons were declared dead and

others were injured as result of the incident The incident could ultimately have material adverse effect on our consolidated statement

of financial position results of operations or cash flows Although the rig was operating under contract which was to extend through

September2013 the total loss of the rig resulted in an automatic termination of the agreement At the time of the incident the backlog

associated with the DeepwaterHonzon drilling contract was approximately $590 million During the year ended December 31 2010 we

received $560 million in cash proceeds from insurance recoveries related to the loss of the drilling unit and for the year ended

December31 2010 we recognized gain on the loss of the
rig

in the amount of $267 million See Contingencies-Macondo well

incident

Impairment of long-lived assetsIn the three months ended December 31 2010 we determined that the Standard Jackup

asset group in our contract drilling services reporting unit was impaired due to projected declines in dayrates and utilization for this asset

group and we recognized loss on impairment of $1.0 billion See Results of Operations and Critical Accounting Policies and

Estimates

Exchange listingEffective April 20 2010 our shares be9an trading on the SIX Swiss Exchange under the symbol RIGN
Our shares also continue to be listed on the New York Stock Exchange under the symbol RIG

Share repurchase programAs of December 31 2010 we had repurchased total of 2863267 of our shares under our share

repurchase program for an aggregate purchase price of CHF 257 million equivalent to $240 million See Liquidity and Capital

ResourcesSources and Uses of Liquidity

DistributionIn May 2010 at our annual general meeting our shareholders approved cash distribution in the form of par

value reduction in the aggregate amount of CHF 3.44 per issued share equal to approximately $3.70 using an exchange rate of USD 1.00

to CHF 0.93 as of the close of trading on December31 2010 On August 13 2010 the Commercial Register of the Canton of Zug

rejected our application to register the first of four partial par value reductions We appealed the Commercial Registers decision and on

December 2010 the Administrative Court of the Canton of Zug rejected our appeal On January 24 2011 we filed an appeal with the

Swiss Federal Supreme Court against the decision of the Administrative Court of the Canton of Zug On February ii 2011 the board of

directors recommended that shareholders at the May 2011 annual general meeting approve United States U.S dollar-denominated

dividend of approximately U.S $1 billion out of qualifying additional paid-in capital and payable in four quarteriy installments The

proposed dividend will among other things be contingent on shareholders approving at the same meeting rescission of the

2010 disthbution Due to among other things the uncertainty of the timing and outcome of the pending appeal with the Swiss Federal

Supreme Court our board of directors believes it is in the best interest of the Company to discontinue with the disputed 2010 distribution

and to file request to stay the pending appeal with the Swiss Federal Supreme Court against the decision of the Administrative Court until

shareholders have voted on the proposed rescission See 4.iquidity and Capital ResourcesSources and Uses of Liquidity

Outlook

Drilling marketWe expect utilization to remain steady or improve over the next few quarters for the High-Specification Jackup

and Midwater Floater fleets due to increasing oil and gas prices as result of the improved global economic outlook We expect this

favorable commodity pricing to result in contracting opportunities for all classes within our
drilling

fleet for 2011 However considering the

potential impact on capacity in 2011 resulting from uncontracted newbuilds and existing units entering or available in the market coupled

with the continued uncertainties surrounding the enhanced regulations in the U.S Gulf of Mexico it is difficult to project the levels of

utilization Consequently we do not believe that the increased tendering activity we are currently experiencing will lead to corresponding

increase in dayrates for any asset category in the short term and we may experience declines in dayrates for our Standard Jackups

As of February 10 2011 our contract backlog had declined to $24.0 billion from $26.1 billion as of October 14 2010 and

$31.2 billion as of December 31 2009 Although we are currently engaged in advanced discussions with customers on several additional

opportunities our backlog may continue to decline if we are unable to obtain new contracts for our rigs
that

sufficiently replace existing

backlog as it is consumed over time or if any contracts are terminated
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On May 30 2010 the U.S government implemented moratorium on certain dnfling activities in the U.S Gulf of Mexico On

October 12 2010 the U.S government lifted the moratorium In order to obtain new drilling permits and resume drilling activities

operators must submit applications that demonstrate compliance with enhanced regulations which now require independent third-party

inspection certification of well design and well control equipment and emergency response plans in the event of blowout among other

requirements On January 2011 the U.S government allowed the resumption of drilling under permits issued prior to the moratorium

with the stipulation that operators must first comply with the recommendations of independent third-party inspections of well control

equipment We are working in close consultation with our customers to review and implement the new rules and requirements and

although as of February 10 2011 five rigs have resumed operations under permits issued before the moratorium no new permits have

been issued Some customers have also elected to voluntarily implement the requirement for third-party inspections and certification on

equipment operating outside the Gulf of Mexico and the application of and compliance with these enhanced requirements has

caused and may continue to cause additional out of service time At the time the moratorium was implemented we had 14
rigs

under

contract in the U.S Gulf of Mexico As of February 10 2011 we had 12
rigs under contract in the U.S Gulf of Mexico While the

moratorium was in effect two rigs were moved at the customers election to locations outside the U.S Gulf of Mexico and additional
rigs

may be relocated by our customers We are unable to predict with certainty the impact that the enhanced regulations will have on our

operations The backlog associated with the contracts for our remaining rigs
in the U.S Gulf of Mexico was $6.6 billion as of February 10

2011 of which $2.2 billion could be lost if our customers are legally permitted to and choose to exercise their termination rights under

certain contracts

While the moratorium was in place several customers either dedared force majeure or indicated that they may dedare force

majeure under their respective contracts We do not believe that force majeure event existed as result of the
drilling moratorium nor do

we believe that the enhanced regulations in effect following the moratorium amount to force majeure event under the drilling contracts for

the rigs in the U.S Gulf of Mexico We cannot predict if customers may continue to assert claims of force majeure as result of the new

regulations If an actual force majeure event occurs as determined under the applicable drilhng contract these agreements generally

allow for period of 30 to 60 days during which the
rig

will earn force majeure rate which is generally between 8.5 percent and

100 percent of the contracted dayrate Following this period and in some cases subject to notice or waiting period either we or the

customer may terminate the contract In some contracts we have the right to further extend the contract for period of time by electing to

continue the contract at zero dayrate thereby retaining the backlog associated with the contract for possible recognition in later period

Some
drilling contracts for

rigs
in the U.S Gulf of Mexico indude early termination provisions that require the payment of the contractual

dayrate for the remaining term of the contract upon termination for force majeure either in lump sum or over an extended term We have

in some instances negotiated and may continue to negotiate or extend special standby rates with some of our customers under our drilling

contracts for
rigs

in the U.S Gulf of Mexico These special standby rates are significantly lower than the regular contract dayrate and

apply during periods when the customer is prevented from performing drilling operations for reasons beyond the customers control For

every day on special standby rate the contract term of the applicable contract is extended by an equal number of days

Fleet statusThe uncommitted fleet rate is the number of uncommitted days as percentage of the total number of available

rig
calendar days in the period As of February 10 2011 the uncommitted fleet rates for the remainder of 2011 2012 2013 and 2014 are

as follows

Years ending December 31

2011 2012 2013 2014

Uncommitted fleet rate

High-Specification Aoaters 16% 27% 42% 68%

MidwaterFioaters 57% 79% 91% 92%

H-Specthcabon Jackups 58% 88% 100% 100%

Standard Jackups 70% 85% 93% 98%

As of February 10 2011 we have 12 existing contracts with fixed-price or capped options that are exercisable at the customers

discretion any time through their expiration dates Customers are more likely to exercise fixed-price options when dayrates are higher on

new contracts relative to existing contracts and customers are less
likely

to exercise fixed-price options when dayrates are lower on new

contracts relative to existing contracts Given current market conditions we expect that number of these options will not be exercised by

our customers in 2011 Additionally well-in-progress or similar provisions of our existing contracts may delay the start of higher or lower

dayrates in subsequent contracts and some of the delays could be significant

High-Specification FloatersOur Ultra-Deepwater Floater fleet has one remaining Ultra-Deepwater Floater with
availability

in

2011 Subletting of certain units in our High-Specification Floater fleet had minimal impact on our operations in 2010 but we cannot be

certain of the impact on our operations in 2011 and beyond As of February 10 2011 we had 39 of our 48 current and future

High-Specification Floaters including all of our newbuilds contracted through the end of 2011 and 39 of 48 rigs in this fleet including all of

our newbuilds contracted beyond 2011 We believe continued exploration successes in the major deepwater offshore provinces will

generate additional demand and should support our long-term positive outlook for our High-Specification Floater fleet
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Midwater FloatersFor our Midwater Floater fleet which includes 25 semisubmersible ngs customer interest has remained

steady and we expect to see near-term increase in activity in the U.K and India We have executed several contracts for our Midwater

Floater fleet for short-term work in the fourth quarter of 2010 and the first quarter of 2011 We believe the recent tendenng activity

although generally for short-term work may result in our active
rigs working beyond their current contracts on well-to-well basis Market

utilization for this fleet however may face challenges from the available moored Deepwater Floaters potentially competing in the midwater

market sector and additional capacity resulting from the enhanced regulations in the U.S Gulf of Mexico

High-Specification JackupsThe High-Specification Jackup fleet is experiencing increased interest from customers and we

expect utilization to improve during 2011 Tendering activity strengthened during the fourth quarter of 2010 and early 2011 and should

result in new contracting opportunities for this fleet In the fourth quarter of 2010 we purchased PPL Pacific Class 400 design

High-Specification Jackup under construction to be named Transocean Honor with an expected delivery in the fourth quarter of 2011 We

are actively marketing the rig and based on customer interest we expect to sign contract prior to delivery Additionally we entered into

construction agreements for two Keppel FELS Super class design High-Specification Jackups with expected deliveries in the

fourth quarter of 2012 As of February 10 2011 we had two of our existing 10 High-Specification Jackups stacked

Standard JackupsConsidering the number of units currently stacked the increasing customer preference for high-specification

capable units and the lack of customer demand for standard jackups we expect dayrates for our Standard Jackup fleet to dedine in the

near term as contracts are renewed or completed However if the increasing demand for high-specification capable units exceeds the

number of available units in that fleet for the first half of 2011 new opportunities may emerge for our Standard Jackups As of

February 10 2011 we had 26 of our 54 Standard Jackups stacked including one that was held for sale In the first quarter of 2011 we

expect few more of our Standard Jackups to be stacked but we also expect to reactivate few of our Standard Jackups that require

minimal reactivation costs during 2011

Operating resultsFor the year ending December31 2011 compared to the year ended December31 2010 we expect our

total revenues to be higher primarily due to the increased
drilling activity

associated with our newbuilds delivered in 2010 and 2011 and

lower planned out-of-service time for shipyard maintenance and repair projects partially offset by reduced revenues resulting from lower

dayrates and the reduced drilling activity resulting from our stacked and idle rigs We are unable to predict with certainty the full impact

that the enhanced regulations described under Drilling marker will have on our operations in 2011 and beyond We have negotiated

special standby rates with four of our customers under our drilling contracts for rigs in the U.S Gulf of Mexico These special standby

rates are significantly lower than the regular contract dayrates and apply only during periods when the customer is prevented from

performing drilling operations For every day on special standby rate the contract term of the applicable contract is extended by an equal

number of days

For the year ending December 31 2011 compared to the year ended December 31 2010 we expect our total operating and

maintenance expenses to be higher primarily due to the increased drilling activity of our newbuilds delivered in 2010 and 2011 and higher

shipyard and maintenance expense in 2011 These increases are expected to be partially offset by the reduced
drilling activity

associated

with our stacked rigs Our projected operating and maintenance expenses for the year ending December 31 2011 remain uncertain and

could be affected by actual activity levels rig reactivations the enhanced regulations described under Drilling marker the

Macondo well incident and related contingencies exchange rates and cost inflation as well as other factors

Although we are unable to estimate the full impact that the Macondo well incident will have on our business the incident could

ultimately have material adverse effect on our consolidated statement of financial position results of operations or cash flows For the

year ended December 31 2010 incremental costs associated with the Macondo well incident recorded in operating and maintenance

expense were $137 million induding $65 million associated with our insurance deductibles $26 million resulting from higher insurance

premiums $22 million of additional
legal expenses related to lawsuits and investigations net of insurance recoveries and $24 million of

additional costs primarily related to our internal investigation of the Macondo well incident induding consultant costs travel costs and

other miscellaneous costs For the year ending December 31 2011 we expect incremental operating costs and expenses related to the

Macondo well incident to be approximately $100 million primarily due to legal expenses for lawsuits and investigations net of insurance

recoveries See Contingencies-Insurance matters and Part I. Item 1A Risk Factors

At December 31 2010 the carrying amount of our property and equipment was $21.5 billion representing 58 percent of our total

assets and the carrying amount of our goodwill was $8.1 billion representing 22 percent of our total assets In accordance with our critical

accounting policies we review our property and equipment for impairment when events or changes in circumstances indicate that the

carrying amounts of our assets held and used may not be recoverable and we conduct impairment testing for our goodwill when events

and circumstances indicate that the fair value of reporting unit falls below its carrying amount In the three months ended December 31

2010 we determined that the Standard Jackup asset group in our contract drilling services reporting unit was impaired due to projected

declines in dayrates and utilization for this asset group and we recognized loss on impairment of $1.0 billion see Results of

Operations and Critical Accounting Policies and Estimates If we are unable to secure new or extended contracts for our active units

or the reactivation of any of our stacked units or if we experience further declines in actual or anticipated dayrates we may be required to

recognize additional losses in future periods as result of an impairment of the carrying amount of one or more of our asset groups

Additionally we may be required to recognize losses on impairment of goodwill if we determine that the fair value of our contract drilling

services reporting unit has declined below its carrying amount See Critical Accounting Policies and Estimates and Part Item 1A

Risk Factors
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Performance and Other Key Indicators

Contract backlogThe following table presents our contract backlog including firm comments only for our contract drilling

services segment as of February 10 2011 October 14 2010 and December31 2009 Firm commitments are represented by signed

drilling contracts or in some cases by other definitive agreements awaiting contract execution Our contract backlog is calculated by

multiplying the full contractual operating dayrate by the number of days remaining in the firm contract period exduding revenues for

mobilization demobilization and contract preparation or other incentive provisions which are not expected to be significant to our contract

drilling revenues The contractual operating dayrate may be higher than the actual dayrate we receive or we may receive other dayrates

induded in the contract such as waiting-on-weather rate repair rate standby rate or force majeure rate The contractual operating

dayrate may also be higher than the actual dayrate we receive because of number of factors including rig downtime or suspension of

operations In certain contracts the dayrate may be reduced to zero if for example repairs extend beyond stated period of time

Fbniyl0 Odobsr 14 D.cemb31
2011 2010 2009

Contract backlog millions

High-Specification Floaters 20.956 22107 25704

Midwater Floaters 1912 2320 3412

High-Specification Jadwps 129 335 374

StandardJackups 936 1251 1601

OtherRigs 47 55 80

Total 23.980 26068 31171

We have 12
rigs

under contract and operating in the U.S Gulf of Mexico The backlog associated with the contracts relating to

these
rigs was $6.6 billion as of February 10 2011 of which $2.2 billion could be tost if our customers are legally permitted to and choose

to exercise their termination rights under certain contracts

Although Deepwater Horizon was operating under contract which was to extend through September 2013 the total loss of the

rig resulted in an automatic termination of the agreement At the time of the Macondo well incident the backlog associated with the

Deepwater Horizon
drilling contract was approximately $590 million

The firm commitments that comprise the contract backlog for our contract
drilling

services segment are presented in the following

table along with the associated average contractual dayrates measured at February 10 2010 The actual amounts of revenues earned

and the actual periods during which revenues are earned will differ from the amounts and periods shown in the tables below due to various

factors including shipyard and maintenance projects unplanned downtime and other factors that result in lower applicable dayrates than

the full contractual operating dayrate Additional factors that could affect the amount and timing of actual revenue to be recognized and

timing indude customer
liquidity

issues and contract terminations which are available to our customers under certain circumstances The

contract backlog average contractual dayrate is defined as the contracted operating dayrate to be earned per revenue eaming day in the

period revenue eaming day is defined as day for which
rig eams dayrate during the firm contract period after commencement of

operations

Fortheysars ending December31

Total 2011 2012 2013 2014 Thereafter

Contract backlog In millions except average dayrates

High-Specification Floaters 20956 5710 5.660 4511 2.503 2572

Midwater Floaters 1.912 949 545 170 98 150

HdflcationJadwps 129 104 25

StandardJackups 936 536 241 112 38

OtherRigs 47 23 24

Total contract backlog 23.980 7322 6495 4.793 2.639 2731

Average contractual dayrates Total 2011 2012 2013 2014 Thereafter

HigI Specification Floaters 466000 471.000 472000 476000 466000 429000

Midwater Floaters 318.000 325000 342.000 294.000 268.000 268.000

High-Specification Jaclups 103000 103000 100000

Standard Jackups 97000 107000 89000 82.000 81000 78.000

Other Rigs 72000 72000 72000

Total fleet average 383000 342.000 385000 420000 425.000 410000
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F$eet average daily revenueThe following table presents the average daily revenue for our contract dnlling services segment

for each of the quarters ended December 31 2010 September 30 2010 and December 31 2009

Three months ended

December 31 September 30 December 31

2010 2010 2009

Average daily revenue

High-Specification
Floaters

Ulla-Deemater Floaters
435900 422800 486.200

Deepwater Floaters
395.600 365600 346600

366800 414100 405800

Total High-Specification Floaters
414.500 403.900 425900

Midwaler Floalers
298500 328400 325100

High-Specification Jackups
162.600 138100 175100

StaidadJackizs
110600 113200 147300

Other Rigs
73.000 72900 72300

Tolal fleet average daily
revenue 276600 271.200 295700

Average daily
revenue is defined as contract dnlling revenue eamed per revenue earning day revenue earning day is defined as day for which

rig earns dayrate after commencement of operations Stacking ngs such as Midwater Floaters High-Specification Jackups and Standard

Jackups has the effect of increasing the average daily revenue since these
rig types are typically

contracted at lower dayrates compared to the

High-Specification
Floaters Average daily revenue includes our ngs that are operatrng on standby rates in the U.S Gulf of Mexico

Calculation exdudes results for Joides Resolution dnllship engaged in scientific geological conng activities that is owned by an unconsolidated

joint
venture in which we have 50 percent interest and for which we apply the equity method of accounting

UtilizationThe following table presents the utilization for our contract drilling
services segment for each of the quarters ended

December 31 2010 September 30 2010 and December 31 2009

Three months ended

December31 September30 December31

2010 2010 2009

Utilization

High-Specification Floaters

Ullra-Deepwaer Floalers
76% 77% 91%

Deepwater Floaters
58% 65% 88%

HershEnvironmentRoalerS
92% 93% 83%

Total High-Specification Floaters
71% 75% 89%

MldNaler Floaters
68% 73% 69%

High-Specification Jadwps
38% 61% 53%

46% 52% 57%

Other Rigs
48% 50% 50%

58% 64% 69%

Utilization is the total actual number of revenue earning days as percentage of the total number of calendar days in the penod Idle and stacked

rigs are induded in the calculation and reduce the utilization rate to the extent these rigs are not eaming revenues Newbuilds are included in the

calculation upon acceptance by the customer

Calculation excludes results for Joides Resolution dnllship engaged in scientific geological conng activities that is owned by an unconsolidated

joint venture in which we have 50 percent interest and for which we apply the equity method of accounting
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Results of Operations

Historical 2010 compas4 to 2009

Following is an analysis of our operating results See Performance and Other Key IndicatorsFleet average daily revenu
for definition of revenue earning days and average daily revenue See Performance and Other Key lndicatorsUtilizabon for

definition of utilization

Yarn ended December 31

2010 2009 Change %Change

In millions except day amounts and perc.nIag.s

Revenue eamiig days 31713 39085 7372 19%
Utihzabon 63% 80% ri/a n/rn

Average daily revenue
28Z700 271400 11300 4%

Contract
dnlling revenues

8.967 10607 1640 15%
Contract

drilling Intangible revenues 98 281 183 65%
Otherrevenues

511 668 157 24%
9576 11556 1980 17%

Operating and maintenance expense 5.119 5.140 21

Depreciation depletion and amortization 1589 1464 125 9%
General and administrative expense 247 209 38 18%

6955 6813 142 2%
Loss on Impairment

1.012 334 678 ri/rn

GcmdisposaicAassets net
257 266 ______

Operating income
1866 4.400 2534 58%

Other income expense net

Interest income
23 18 n/rn

lnreetexpensenetofamoujitpg 567 484 83 17%
Loss on retirement of debt 33 29 14%
Othernet

10 32 22 69%
Income before income tax expense 1299 3924 2625 67%
Income tax expense 311 754 443 59%
Net income

988 3170 2182 69%
Net income loss attributable to noncontroiliig interest 27 11 38 rm
Net income attributable to

controlling interest 961 3181 2220 70%

n/a means not applicable

ri/m means not meaningful

Operating revenuesContract drilling revenues decreased for the year ended December 31 2010 compared to the year ended
December 31 2009 as follows

approximately $1.4 billion due to reduced
drilling activity as greater number of

rigs were stacked or

idle approximately $520 million due to higher out-of-service time for shipyard mobilization maintenance and repair protects

approximately $305 million due to special standby rates in effect during and subsequent to the U.S Gulf of Mexico drilling moratorium
and approximately $120 million from the lost revenues associated with the Deepwater Honzon contract These decreases in revenues
were partially offset by increased revenues of approximately $890 million associated with our newbuilds that commenced operations during
2009 and 2010

Contract dnlling intangible revenues declined for the year ended December 31 2010 compared to the year ended December 31
2009 due to completion of the contracts with which they were associated Contract

drilling intangible revenues represent the amortization

of the fair value of drilling contracts in effect at the time of our merger with GlobalSantaFe We recognize contract
drilling intangible

revenues over the respective contract period using the straight-line method of amortization

Other revenues decreased for the year ended December31 2010 compared to the year ended December 31 2009 primarily
due to reduced integrated services

activity
of $127 million and lower reimbursable revenues of $41 million These reductions were

partially
offset by increased revenues of approximately $11 million associated with our other operations segment

Costs and expensesOperating and maintenance expenses decreased for the year ended December 31 2010 compared to

the year ended December 31 2009 as follows approximately $400 million resulting from lower utilization approximately
$110 million due to reduced

litigation settlement expense approximately $105 million due to reduced activities in our integrated
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services operatiOnS and approximately $40 million related to the sale of our ownership interest in two ngs These reductions were

partially offset by $260 million of expenses resulting from our newbuilds that commenced operations during 2009 and 2010 approximately

$225 million of expense due to increased shipyard and maintenance projects and $137 million of costs associated with the Macondo well

incident net of insurance recoveries

Depreciation depletion and amortization increased primarily due to $84 million of additional expense related to the

commencement of operations of five newbuilds in late 2009 $32 million related to the commencement of operations of four newbuilds in

2010 $21 million due to accelerated depletion of our oil and gas properties during 2010 and $22 million due to normal operations of our

contract drilling
services Partially offsetting the increase was $20 million of reduced depreciation related to the extension of useful lives of

five rigs in 2010 $6 million related to the loss of Deepwater Horizon and $6 million related to the stacking of ngs

In the year ended December 31 2010 we determined that the Standard Jackups asset group in our contract dnlling services

reporting unit was impaired due to projected declines in dayrates and utilization for this asset group and we recognized loss on

impairment of $1.0 billion During the year
ended December31 2009 GSFArcticl and GSFArcticV both previously classified as

assets held for sale were impaired due to the global economic downturn and pressure on commodity pnces both of which have had an

adverse effect on our industry and we recognized loss on impairment of $279 million Additionally dunng the year ended December 31

2009 we recognized losses on the impairment of the intangible assets associated with our drilling management services reporting unit in

the aggregate amount of $55 million

During the year
ended December31 2010 we recognized net gain on disposal of assets of $257 million induding

$267 million gain on insurance recoveries for the loss of Deepwater Horizon that exceeded the carrying amount of the ng Partially

offsetting the gain was loss of $15 million related to the sale of GSF Arctic and GSF Arctic/V During the year ended December 31

2009 we recognized net loss of $9 million related to sales of rigs and other property and equipment

Other income and expenseInterest income increased in the year ended December 31 2010 compared to 2009 pnmanly due

to higher average cash balances

Interest expense increased in the year ended December31 2010 compared to the year ended December 31 2009 pnmarily

due to $93 million reduction in interest capitalized for our newbuild projects $33 million of increased interest expense
associated with the

Petrobras 10000 capital lease and $33 million of increased interest expense associated with additional borrowings and debt issued

subsequent to December 31 2009
Partially offsethrig these increases was $76 million associated with debt repaid or repurchased

subsequent to 2009

In the year ended December 31 2010 we recognized losses on retirement of debt of $35 million primarily related to repurchases

of the Series Convertible Senior Notes and Series Convertible Senior Notes and recognized gain on debt retirement of $2 million

related to the termination of the GSF Explorer capital lease obligation In the year
ended December 31 2009 we recognized loss on

retirement of debt of $29 million primarily related to repurchases of the Series Convertible Senior Notes

Income tax expenseWe operate internationally and provide for income taxes based on the tax laws and rates in the countries

in which we operate and earn income The annual effective tax rates at December31 2010 and 2009 were 13.8 percent and

16.0 percent respectively based on income before income taxes after excluding certain items such as losses on impairment net gains

on disposal of assets costs for
litigation matters and the gain resulting from insurance recoveries on the loss of Deepwater Honzon The

tax effect if any of the excluded items as well as settlements of prior year tax liabilities and changes in prior year tax estimates are all

treated as discrete period tax expenses or benefits For the years ended December 31 2010 and December 31 2009 the impact of the

various discrete period tax items was net tax expense of $15 million and $54 million respectively These discrete tax items coupled with

the excluded income and expense items noted above resulted in effective tax rates of 23.9 percent and 19.2 percent on income before

income tax expense for the years ended December 31 2010 and 2009 respectively

There is little to no expected relationship between our provision for income taxes and income before income taxes considering

among other factors changes in the blend of income that is taxed based on gross revenues versus income before taxes rig

movements between taxing jurisdictions and our ng operating structures With respect to the annual effective tax rate calculation for

the year ended December 31 2010 significant portion of our income tax expense was generated in countnes in which income taxes are

imposed on gross revenues with the most significant of these counthes being Angola India and Nigeria Conversely the most significant

countries in wtiich we operated during this period that impose income taxes based on income before income tax indude the U.K Brazil

ancf the U.S

Our rig operating structures further complicate our tax calculations especially in instances where we have more than

one operating structure for the particular taxing jurisdiction and thus more than one method of calculating taxes depending on the

operating structure utilized by the rig under the contract For example two rigs operating in the same country could generate significantly

different provisions for income taxes if they are owned by two different subsidiaries that are subject to differing tax laws and regulations in

the respective country of incorporation
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Historical 2009 compared to 2008

Folkng is an analysis of our operating results See Performance and Other Key lndicatorsFleet average daity revenue
for definition of revenue earning days and average daily revenue See Performance and Other Key lndicatorsUtilization for

definition of utilization

Vsa ended December 31

2009 2009 Change Change

In millIons except day amounts and percentages

Revenue eaning days 39085 44761 5676 13%
Utthzabon

80% 90% n/a n/rn

Average daiy revenue
271400 240300 31.100 13%

Contract dnthng revenues 10607 10756 149 1%
Coac lling iitengible revenues 281 690 409 59%
Other revenues

668 1228 560 46
11556 12.674 1118 9%

Operating and maintenance expense 5140 5355 215 4%Deondon
1.464 1.436 28 2%

General and administrative expense 209J 199 10 5%

6813 6990 177 3%
Loss on impairment 334 320 14 4%GQ sondlsposal of assets net

29%
Operating income

4400 5357 957 18%
Olier mcome eense net

Interest income
32 27 84%

iIerest expense namountscapitalized 484 640 156 24%
Loss on retirement of debt 29 26 n/rn

Ote-rset
32 26 23%

Income before income tax expense 3924 4.772 84.8 18%
Incometaxexpense 754 743 11 1%
Net income 3170 4.029 859 21%Netbatuiogjnt 11 _____
Netincomeattnbutabletocontrouingnterest 3181 4031 850 21%

Wa means not applicable

rilm means not meaningful

Operating revenuesContract
drilling revenues decreased for the year ended December 31 2009 compared to the year ended

December 31 2008 as follows approximately $1.1 billion due to reduced
drilling activity as greater number of

rigs were stacked or
idle and approximately $70 million due to sales of rigs These decreases were partially offset by approximately $755 million resulting
from an increase in average daily revenue and approximately $260 million of revenues associated with our newbuilds that commenced
operations during 2009 Our

average daily revenue increases as we commence operations under new contracts that offer higher dayrates
and as our newbuilds commence operations

Contract
drilling intangible revenues dedined for the year ended December 31 2009 compared to the year ended December 31

2008 due to completion of the contracts with which they were associated Contract
drilling intangible revenues represent the amortization

of the fair value of dnlling contracts in effect at the time of our merger with GlobalSantaFe We recognize contract
drilling intangible

revenues over the respective contract period using the straight-line method of amortization

Other revenues decreased for the year ended December 31 2009 compared to the year ended December 31 2008 primarily
due to reduced

activity in our other operations segment

Costs and expensesOperating and maintenance expenses decreased for the year ended December 31 2009 compared to

the year ended December 31 2008 as follows approximately $465 million due to reduced activity in our other operations segment and
approximately $220 million due to lower utilization These decreases were partially offset by approximately $250 million of expense

due to increased shipyard and maintenance repairs approximately $115 million in provisions associated with
litigation settlements in 2009

and approximately $90 million of expenses resulting from our newbuilds which commenced operations during 2009
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Depreciation depletion and amortization increased pnmanly due to $21 million of expense related to the commencement of

operations of four newbuilds and $14 million related to life-enhancement project on the Sedco 706 upgrade Partly offsetting the

increase was $14 million of reduced depreciation expense
related to the extension of the useful lives of four ngs

in 2009

In the year ended December31 2009 we recognized losses on impairment of $334 million including $279 million and

$55 million related to assets held for sale and other intangible assets respectively In the year ended December 31 2008 we recognized

losses on impairment
of $320 million induding $176 million $97 million and $47 million related to goodwill assets held for sale and other

intangible assets respectively

Other income and expenseInterest income decreased primarily due to reduced average cash balances and reduced interest

rates on cash investments

Interest expense
decreased primarily due to $131 million associated with debt repaid or repurchased $34 million associated with

reduced borrowings under our commercial paper program and $35 million associated with increased interest capitalized for our newbuild

projects Partially offsetting the decrease was $40 million of interest expense
associated with the commencement of the Pefrobras 10000

capital lease and additional borrowings under our Transocean Pacific Dnlling Inc TPDl Credit Facilities and

Angola Deepwater Drilling Company Limited ADDCL Credit Facilities in 2009

In the year ended December 31 2009 we recognized losses on retirement of debt of $29 million pnmanly related to repurctiases

of the Series Convertible Senior Notes In the year
ended December 31 2008 we recognized loss on retirement of debt of $3 million

related to the early termination of the Bridge Loan Facility

Income tax expenseWe operate internationally and provide for income taxes based on the tax laws and rates in the countries

in which we operate and eam income The estimated annual effective tax for the years ended December 31 2009 and 2008 was

16.0 percent and 14.4 percent respectively based on projected 2009 and 2008 annual income before income tax expense after adjusting

for certain items such as losses on impairment losses on litigation
matters losses on retirement of debt and merger-related costs The tax

effect if any of the excluded items as well as settlements of prior year tax liabilities and changes in prior year tax estimates are all treated

as discrete period tax expenses or benefits In the year ended December 31 2009 and 2008 the impact of the vanous discrete penod tax

items was net tax expense of $54 million and net tax benefit of $2 million respectively These discrete tax items coupled with the

excluded income and expense items noted above resulted in effective tax rates of 19.2 percent and 15.6 percent on income before

income tax expense
for the year

ended December 31 2009 and 2008 respectively

There is little to no expected relationship between our provision for income taxes and income before income taxes considenng

among other factors changes
in the blend of income that is taxed based on gross revenues versus income before taxes rig

movements between taxing jurisdictions
and our rig operating structures With respect to the annual effective tax rate calculation for

the year ended December 31 2010 significant portion of our income tax expense was generated in countries in which income taxes are

imposed on gross revenues with the most significant of these countnes being Angola
India and Nigeria Conversely the most significant

countries in which we operated during this period that impose income taxes based on income before income tax include the U.K. Tnnidad

Brazil and the U.S

Our rig operating structures further complicate our tax calculations especially in instances where we have more than

one operating structure for the particular taxing jurisdiction
and thus more than one method of calculating taxes depending on the

operating structure utilized by the rig
under the contract For example two rigs operating in the same country could generate significantly

different provisions for income taxes if they are owned by two different subsidiaries that are subject to differing tax laws and regulations in

the respective country of incorporation
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Liquidity and Capital Resources

Sources and Uses of Cash

Our pnmary sources of cash dunng the year ended December31 2010 were our cash flows from
operating activities proceedsfrom the issuance in September 2010 of our 4.95% Senior Notes and our 6.50% Senior Notes and the receipt of insurance proceeds of$560 million following the total loss of Deepwaer Horizon Our

pnmary uses of cash were capital expenditures primarily associated withour newbuild projects repurctiases of our Convertible Senior Notes and repurchases of shares under our share repurchase program AtDecember 31 2010 we had $3.4 billion in cash and cash equivalents

988

98
1589

1012

257

303

409

3946

3170

281

1464

334

468

434

5598

Net cash provided by operating activities decreased primarily due to less cash generated from net income after adjusting fornon-cash items largely related to loss on impairment to our Standard Jackup asset group and gain on the loss of Deepwaer Horizonduring the year ended December 312010

721

269

45

2694

Net cash used in
investing activities decreased pnmanly due to reduced capital expenditures as five of our Ultra-DeepwaterFloaters were under construction dunng the year ended December 31 2010 compared to 10 of our Ultra-Deepwater Floaters that wereunder construction dunng the year ended December 31 2009 In addition net cash used in

investing activities declined as result of theproceeds from insurance recovenes for the loss of Deepwater Horizon in the year ended December 31 2010 These reductions of netcash used in investing activities were
partially offset by reduced proceeds from and net of purchases of short-term investments as resultof diminished investing activity in marketable securities during the year ended December31 2010 compared to the year endedDecember 31 2009

Cash flows from
operating activities

Net income

Amortization of
drilling contract intangibles

Depreciation depletion and amortization

Loss on impairment

Gain loss on disposal of assets net

Other non-cash items

Changes in
operating assets and lithhties net

Years ended December 31

__ 2009

In millions

___chan9e

2182

183

125

678

266

165

25
1652

Cash flows from investing activities

Capital expenditures

Proceeds from disposal of assets net

Proceeds from insurance recovenes for loss of driNing unit

Proceeds from payments on notes receivables

Proceeds from short-term investments

Purchases of short-term investments

Joint ventures and other investments net

Years ended December 31

2010 2009

In millions

1411 3052 1641

60 18

560

37

37 564

42

560

37

527

269

49
1.973
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Yw ended December 31

2010 2009 Change

In millions

Cash flows from financing activities

Change in short-term borrowings net 193 382 189

Proceeds from debt 2054 514 1540

Repayments
of debt 2565 2871 306

Purchases of shares held in treasury
240 240

Financing costs 15 13

Proceeds from taxes paid for share-based compensation plans net 17 18

Excess tax benefit from share-based compensation ptans

Othernet
15 13

961 2737 1776

Net cash used in financing activities decreased primarily due to increased proceeds from borrowing and issuing debt and

reduced cash used to repay or repurchase debt during the year ended December 31 2010 compared to the year ended December 31

2009 Partially offsetting this net reduction of cash used in financing activities was an increase of cash used to repurchase our shares in

the year
ended December 31 2010 with no comparable activity dunng the year ended 2009
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Drilling fleet

Expansionfrom time to time we review possible acquisitions of businesses and
drilling rigs and may make significant future

capital commitments for such purposes We may also consider investments related to major rig upgrades or new rig construction Any
such acquisition upgrade or new ng construction could involve the payment by us of substantial amount of cash or the issuance of
substantial number of additional shares or other securities

Capital expenditures including capitalized interest of $89 million totaled $1.4 billion during the year ended December 31 2010
substantially all of which related to our contract drilling services segment Having completed nine of our 13 newbuild projects in the year
ended December 31 2010 the following table presents the historical and projected capital expenditures and other capital additions

induding capitalized interest for our major construction and conversion projects in millions

costs

ToI costs foi ths yw
ewough sndlg Esdmatd Tsskusd

D.cs31 Dc.mb31 costs costs

2010 2011 thsdl.r coos
Discoverer India

744
744

Deepwater Champion 733 27 760
Discoverer Luaidaac 709

709
Discoverer Inspiration 679

679
Dhindai Deepwater KG2

677
677

Transocean Honore 97 98 195

HigIi-Specthcation Jackup TBN1
102 186

High-Specification Jackup TBN2
102 186

Capitalized interest
273 30 21

324
Mobilization costs

100 36 26
162

Total
4030 395 197 4622

The accumulated construction costs of these ngs are no longer induded in construction work in progress as their construction
protects had been

completed as of December 31 2010

These costs indude our initial investment in Deepwater Champion of $109 million
representing the estimated fair value of the ng at the time of our

merger with GlobalSantaFe in November 2007

The costs for Discoverer Luanda represent 100 percent of expenditures incurred since inception ADDCL is responsible for all of these costs We
hold 65 percent interest in ADDCL and Angco Cayman Limited holds the remaining 35 percent interest

The costs for DhInJbhaiDeepwalerKc2 represent 100 percent of TPDIs expenditures including those incurred
prior to our investment in the joint

venture TPDI is responsible for all of these costs We hold 50 percent nterest in TPDI and Pacific
Drilling holds the remaining 50 percent

interest

In November 2010 we made an initial installment payment of $97 million to purchase PPL Pacific Class 400 design jackup to be named
Transocean Honor for S195 million The High-Specification Jackup is under construction at PPL Shipyard Pte Ltd in Singapore and is expected for

delivery in the fourth quarter of 2011

In December2010 we made initial installment payments of $9 million each to purchase two Keppel FELS Super dass design jackups for
S186 million each The two High-Specification Jackups under construction at Keppel FELS yard in Singapore and are expected for

delivery in the
fourth quarter of 2012

Dunng 2011 we expect capital expenditures to be approximately $1.1 billion including approximately $440 million of cash capital
costs for our major construction projects The level of our capital expenditures is partly dependent upon financial market conditions the
actual level of operational and contracting activity the costs associated with the new regulatory requirements and the level of capital
expenditures requested by our customers for which they agree to reimburse us

As with any major shipyard project that takes place over an extended period of time the actual costs the timing of expenditures
and the project completion date may vary from estimates based on numerous factors induding actual contract terms weather exchange
rates shipyard labor conditions

availability
of suppliers to

recertify equipment for enhanced regulations and the market demand for

components and resources required for dnlling unit construction See item 1A Risk FactorsRisks related to our businessOur
shipyard projects and operations are subject to delays and cost overruns

We intend to fund the cash requirements relating to our capital expenditures through available cash balances cash generated
from operations and asset sales We also have available credit under the Five-Year Revolving Credit

Facility see Sources and Uses of

Liquidity and may utilize other commercial bank or capital market financings We intend to fund the cash requirements of our joint
ventures for capital expenditures in connection with newbuild construction through their respective credit facilities The economic
conditions could impact the

availability of these sources of funding See item 1A Risk FactorsRisks related to our business
Worldwide financial and economic conditions could have matenal adverse effect on our revenue profitability and financial position
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Dunng the year ended December 31 2010 we acquired GSF Explorer an asset formerly held under capital lease in exchange

for cash payment of Si million thereby terminating the capital lease obligation

In November 2010 we reached an agreement to purchase for $195 million PPL Pacific Class 400 design jackup to be named

Transocean Honor under construction at PPL Shipyard Pte Ltd in Singapore Delivery of the High-Specification Jackup is expected in the

fourth quarter
of 2011 Additionally in December 2010 we reached an agreement to purchase for $186 million each two Keppel FELS

Super dass design High-Specification Jackups under construction at Keppel FELS yard in Singapore Delivery of these

two High-Specification Jackups is expected in the fourth quarter of 2012

DisposionsFrom time to time we may review possible dispositions of
drilling

units Dunng the year ended December 31

2010 we completed the sale of two Midwater Floaters GSF Arctic and GSF Arctic/V In connection with the sale we received net cash

proceeds of $38 million and non-cash proceeds in the form of two notes receivable in the aggregate amount of $165 million We operated

GSF Arctic/V under short-term bareboat charter with the new owner of the vessel until November 2010 As result of the sale we

recognized loss on disposal of assets in the amount of $15 million for the year ended December 31 2010

In December 2010 we entered into an agreement to sell our Standard Jackup Transocean Mercury and related equipment As

of December 31 2010 Transoceafl Mercury had net carrying amount of less than $1 million recorded in assets held for sale on our

consolidated balance sheet Subsequent to December 31 2010 we completed the sale of the High-Specification Jackup Tndenf 20 and

received net cash proceeds of S262 million

Deepwater HorizonOn April 22 2010 the Ultra-Deepwater Floater Deepwater Honzon sank after blowout of the

Macondo well caused fire and explosion on the rig The rigs insured value was $560 million which was not subject to deductible and

our insurance underwriters declared the vessel total loss During the year
ended December 31 2010 we received $560 million in cash

proceeds from insurance recoveries related to the loss of the drilling
unit and for the year ended December 31 2010 we recognized

gain on the loss of the
rig

in the amount of $267 million

Sources and Uses of Liquidity

OverviewWe expect to use existing cash balances internally generated cash flows bank credit agreements and proceeds

from asset sales to fulfill anticipated obligations such as scheduled debt maturities or other payments repayment of debt due within

one year including the expected repurchase of any Series Convertible Senior Notes that the noteholders may require us to repurchase

in December 2011 capital expenditures shareholder-approved distributions and working capital needs Subject in each case to then

existing market conditions and to our then expected liquidity needs among other factors we may continue to use portion of our intemally

generated cash flows and proceeds from asset sales to reduce other debt prior to scheduled maturities through debt repurchases either in

the open market or in privately negotiated transactions through debt redemptions or tender offers or through repayments of bank

borrowings From time to time we may also use borrowings under bank lines of credit and under our commercial paper program to

maintain liquidity
for short-term cash needs

In May 2010 at our annual general meeting our shareholders approved cash distnbution in the form of par value reduction in

the aggregate amount of CHF 3.44 per issued share equal to approximately $3.70 using an exchange rate of USD 1.00 to CHF 0.93 as of

the close of trading on December 31 2010 See Distribution In May 2009 our shareholders approved and our board of directors

subsequently authorized management to implement program to repurchase an amount of our shares for cancellation with an aggregate

purchase price of up to CHF 3.5 billion which is equivalent to approximately $3.6 billion at an exchange rate as of the close of business on

February 15 2011 of USD 1.00 to CHF 0.97 See Share repurchase program

On June 28 2010 we received letter from the U.S Department of Justice D0J asking us to meet with them to discuss our

financial responsibilities in connection with the Macondo well incident and requesting that we provide them certain financial and

organizational
information The letter also requested that we provide the DOJ advance notice of certain corporate actions involving the

transfer of cash or other assets outside the ordinary course of business We have engaged in discussions with the DOJ and have

responded to their document requests and we expect these discussions to continue We can give no assurance that the DOJ

investigation and other matters arising out of the Macondo well incident will not adversely affect our liquidity
in the future

Our access to debt and equity markets may be limited due to variety of events including among others credit rating agency

downgrades of our debt industry conditions general economic conditions market conditions and market perceptions
of us and our

industry The economic downturn and related financial market instability as well as uncertainty related to our potential liabilities from the

Macondo well incident have had and could continue to have an impact on our business and our financial condition Our ability to access

such markets may be severely restricted at time when we would like or need to access such markets which could have an impact on

our flexibility
to react to changing economic and business conditions The economic downturn could have an impact on the lenders

participating in our credit facilities or on our customers causing them to fail to meet their obligations to us Uncertainty related to our

potential liabilities from the Macondo well incident has impacted our share price
and could impact our ability

to access capital markets in

the future

Our internally generated cash flow is directly related to our business and the market sectors in which we operate Should the

drilling
market deteriorate or should we experience poor results in our operations cash flow from operations may be reduced We have

however continued to generate positive cash flow from operating activities over recent years and expect that such cash flow will continue

to be positive over the next year
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Notes receivable__In connection with our disposal of GSFArcIic 1/and GSF Arctic IVin January 2010 we received two notes inthe aggregate amount of $165 million The notes bear fixed interest rate of nine percent and require scheduled quarterly installments of
pnncipal and interest with final payment in 2015 The vessels are pledged as security for the payment and performance of obligationsunder the notes See Dnlling fleetDispositions

Bank credit agreementsWe have $2.0 billion five-year revolving credit
facility which is scheduled to expire onNovember 27 2012 under the Five-Year Revolving Credit

Facility Agreement dated November 27 2007 the Five-Year Revolving Credit
Facility We may borrow under the Five-Year

Revolving Credit
Facility at either the adjusted London Interbank Offer Rate LIBORplus margin the Five-Year Revolving Credit

Facility Margin based on our Debt Rating based on our current Debt Rating margin of1.325
percent or the Base Rate plus the Five-Year Revolving Credit

Facility Margin less one percent per annum Throughout the termof the Five-Year
Revolving Credit Facility we pay facility fee on the daily amount of the underlying commitment whether used or unusedwhich ranges from 0.10 percent to 0.30 percent based on our Debt Rating and was 0.175 percent at February 15 2011 The Five-Year

Revolving Credit
Facility includes limitations on creating liens incumng subsidiary debt transactions with affiliates salelleaseback

transactions mergers and the sale of
substantially all assets The Five-Year Revolving Credit

Facility also includes covenant imposingmaximum debt to tangible capitalization ratio of 0.6 to 1.0 As of December31 2010 our debt to tangible capitalization ratio was0.48 to 1.0 In order to borrow under the Five-Year Revolving Credit Facility we must at the time of the borrowing request not be in
default under the bank credit agreement and make certain representations and warranties induding with respect to compliance with lawsand solvency to the lenders We are not required to make any representation to the lenders as to the absence of material adverse
effect Borrowings under the Five-Year Revolving Credit

Facility are subject to acceleration upon the occurrence of an event of defaultWe are also subject to vanous covenants under the indentures pursuant to which our public debt was issued including resthctions on
creating liens engaging in sale/leaseback transactions and engaging in certain

merger consolidation or reorganization transactions
Although credit rating downgrades below investment grade do not constitute an event of default under the Five-Year Revolving Credit
Facility our commitment fee and lending margin are subject to change based on our credit rating default under our public debt
indentures could trigger default under the Five-Year Revolving Credit

Facility and if not waived by the lenders could cause us to lose
access to the Five-Year Revolving Credit

Facility and the commercial paper program for which it provides liquidity As of February 152011 we had $1.9 billion available borrowing capacity we had $71 million in letters of credit issued and outstanding and we had no
borrowings outstanding under the Five-Year Revolving Credit Facility

Commercial paper programWe maintain commercial paper program which is supported by the Five-Year
Revolving Credit

Facility under which we may issue privately placed unsecured commercial paper notes up to maximum aggregate outstanding amountof $1.5 billion At February 15 2011 $150 million in commercial paper was outstanding at
weighted-average interest rate of 09 percent

including commissions

TPDI Credit FacilitiesIPOl has bank credit agreement for $1265 billion secured credit
facility the TPDI Credit

Facilities compnsed of Si .0 billion senior term loan $190 million junior term loan and $75 million revolving credit facility which was
established to finance the construction of and is secured by Dhirubhai Deepwaer KG1 and Dhirubhai Deepwater KG2 One of oursubsidiaries participates in the term loan with an aggregate commitment of $595 million The senior term loan requires quarterly paymentswith final payment in March 2015 The junior term loan and the revoMng credit

facility are due in full in March 2015 The TPDI Credit
Facilities may be prepaid in whole or in part without premium or penalty The TPDI Credit Facilities have covenants that require TPDI to
maintain minimum cash balance and available

liquidity minimum debt service ratio and maximum leverage ratio At February 152011 S1.0 billion was outstanding under the TPDI Credit Facilities of which $525 million was due to one of our subsidiaries and waseliminated in consolidation The weighted-average interest rate on February 15 2011 was percent

In April 2010 TPDI obtained letter of credit in the amount of $60 million to satisfy its
liquidity requirements under the TPDICredit Facilities The letter of credit was issued under an uncommitted credit

facility that has been established by one of our subsidiaries

TPDI NotesTPDI has issued
promissory notes payable to Pacific

Drilling and one of our subsidianes the TPDI Notes The
TPDI Notes bear interest at LIBOR plus the applicable margin of two percent and have maturities through October 2019 As of
February 15 2011 $296 million in

promissory notes remained outstanding $148 million of which was due to one of our subsidiaries andhas been eliminated in consolidation The weighted-average interest rate on February 15 2011 was percent

ADDCL Credit FacilitiesADDCL has senior secured bank credit
agreement for credit

facility the ADDCL Primary Loan
Facility compnsed of Tranche Tranche and Tranche for $215 million $270 million and $399 million respectively which wasestablished to finance the construction of and is secured by Discoverer Luanda Unaffiliated financial institutions provide the commitment
for and borrowings under Tranche Tranche bears interest at LIBOR plus the applicable margin of 0.725 percent Tranche requiressemi-annual payments beginning in June 2011 and matures in December 2017 One of our subsidiaries provides the commitment for
Tranche In March 2010 ADDCL terminated Tranche having repaid borrowings of $235 million under Tranche using borrowingsunder Tranche The ADDCL Primary Loan

Facility contains covenants that require ADDCL to maintain certain cash balances to servicethe debt and also limits ADDCL
ability

to incur additional indebtedness to acquire assets or to make distributions or other payments At
February 15 2011 S215 million was outstanding under TrancheA at

weighted-average interest rate of 12 percent At February 152011 $399 million was outstanding under Tranche which was eliminated in consolidation

Additionally ADDCL has
secondary bank credit agreement for $90 million credit facility the -ADDCL Secondary Loan

Facihtyl for which one of our subsidiaries provides 65 percent of the total commitment The
facility bears interest at LIBOR plus the
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applicable margin ranging from 3.125 percent to 5.125 percent depending on certain milestones The ADDCL Secondary Loan Facility is

payable in full in December 2015 and it may be prepaid in whole or in part without premium or penalty Borrowings under the ADDCL

Secondary Loan Facility are subject to acceleration by the unaffihiated financial institution upon the occurrence of certain events of default

induding the occurrence of credit rating assignment of less than Baa3 or BBB- by Moodys Investors Service or Standard Poors

Ratings Services respectively for Transocean Inc.s long-term unsecured unguaranteed and unsubordinated indebtedness At

February 15 2011 $77 million was outstanding under the ADDCL Secondary Loan Facility of which $50 million was provided by one of

our subsidiaries and was eliminated in consolidation The weighted-average interest rate on February 15 2011 was 3.4 percent

Capital lease contractPetrobras 10000 is held by one of our subsidiaries under capital lease contract that requires

scheduled monthly payments of $6.0 million through its stated maturity on August 2029 at which time our subsidiary will have the nght

and obligation
to acquire Petrobras 10000 from the lessor for one dollar Upon the occurrence of certain termination events our subsidiary

is also required to purchase Petmbias 10000 and pay termination amount determined by formula based upon the total cost of the

drillship As of February 15 2011 $692 million was outstanding under the capital lease contract

The capital lease contract includes limitations on creating liens on Pembras 10000 and requires our subsidiary to make certain

representations
in connection with each monthly payment including with respect to the absence of pending or threatened litigation

or other

proceedings against our subsidiary or any of its affiliates which could if determined adversely have material adverse effect on our

subsidiarys ability to perform its obligations under the capital lease contract Additionally another subsidiary of ours has guaranteed the

obligations under the capital lease contract and this guarantor subsidiary is required to maintain an adjusted net worth as defined of at

least $5.0 billion as of the end of each fiscal quarter In the event the guarantor subsidiary does not satisfy
this covenant at the end of any

fiscal quarter it is required to deposit the deficit amount determined as the difference between $5.0 billion and the adjusted net worth for

such fiscal quarter into an escrow account for the benefit of the lessor

Convertible Senior NotesIn December 2007 we issued $6.6 billion aggregate principal amount of Convertible Senior Notes

Our Convertible Senior Notes may be converted at rate of 5.9310 shares per $1000 note equivalent to conversion price
of

$168.61 per share Upon conversion we will deliver in lieu of shares cash up to the aggregate principal amount of notes to be converted

and shares in respect of the remainder if any of our conversion obligation in excess of the aggregate principal amount of the notes being

converted The conversion rate is subject to increase upon the occurrence of certain fundamental changes and adjustment upon certain

other corporate events such as the distribution of cash to our shareholders as described below

Holders of the Series Convertible Senior Notes had the option to require Transocean Inc our wholly owned subsidiary and the

issuer of the Series Convertible Senior Notes to repurchase all or any part of such holders notes As result we were required to

repurchase an aggregate principal amount of $1288 million of our Series Convertible Senior Notes for an aggregate cash payment of

$1288 million On January 31 2011 we redeemed the remaining aggregate principal amount of $11 million of our Senes Convertible

Senior Notes for an aggregate cash payment of $11 million

Holders of the Series Convertible Senior Notes have the right to require us to repurchase their notes on December 15 2011

In addition holders of any series of the Convertible Senior Notes will have the
right

to require us to repurchase their notes on

December 14 2012 December 15 2017 December 15 2022 December 15 2027 and December 15 2032 and upon the occurrence of

fundamental change at repurchase price in cash equal to 100 percent of the principal amount of the notes to be repurchased plus

accrued and unpaid interest if any As of February 15 2011 $3.4 billion of the Convertible Senior Notes remained outstanding compared

to $5.7 billion outstanding as of December 31 2009

Debt issuanceIn September 2010 we issued $1.1 billion aggregate principal amount of 4.95% Senior Notes and $900 million

aggregate principal amount of 6.50% Senior Notes We are required to pay interest on the notes on May 15 and November 15 of each

year
We may redeem some or all of the notes at any time at redemption price equal to 100 percent of the pnncipal amount plus accrued

and unpaid interest if any and make whole premium The indenture pursuant to which the notes were issued contains restrictions on

creating liens engaging in saledteaseback transactions and engaging in merger
consolidation or reorganization transactions At

February 15 2011 $1.1 billion and $900 million aggregate principal amount of the 4.95% Senior Notes and 6.50% Senior Notes

respectively were outstanding

DistributionIn May 2010 at our annual general meeting our shareholders approved cash distribution in the form of par

value reduction in the aggregate amount of CHF 3.44 per issued share equal to approximately $3.70 using art exchange rate of USD 1.00

to CHF 0.93 as of the dose of trading on December 31 2010 The cash distribution would have been calculated and paid in four quarteriy

installments According to the May 2010 shareholder resolution and pursuant to applicable Swiss law we were required to submit an

application to the Commercial Register of the Canton of Zug in relation to each quarterly installment to register the relevant partial par

value reduction together with among other things compliance deed issued by an independent notary public On August 13 2010 the

Commercial Register of the Canton of Zug rejected our application to register the first of the four partial par value reductions We appealed

the Commercial Registers decision and on December 2010 the Administrative Court of the Canton of Zug rejected our appeal The

Administrative Court held that the statutory requirements for the registration
of the par value reduction in the commercial register could not

be met given the existence of lawsuits filed in the U.S related to the Macondo well incident that were served in Swierland and the

reference to such lawsuits in the compliance deed The Administrative Courts opinion also held that under these circumstances it was not

possible to submit an amended compliance deed Based on these considerations we do not believe that financial obligation
existed for

the distribution
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To preserve our nghts on January 24 2011 we filed an appeal with the Swiss Federal Supreme Court against the decision of
the Administrative Court of the Canton of Zug On February 11 2011 our board of directors recommended that shareholders at the
May 2011 annual general meeting approve U.S dollar-denominated dividend of

approximately U.S $1 billion out of additional paid-rn
capital and payable in four quarterly installments The board of directors expects that the four payment dates will be set in June 2011
September2011 December2011 and March 2012 The proposed dividend will be contingent on shareholders approving at the same
meeting rescission of the 2010 distribution Due to among other things the uncertainty of the timing and outcome of the pending appealwith the Swiss Federal Supreme Court our board of directors believes it is in the best interest of the Company to discontinue with the
disputed 2010 distribution and to file request to stay the pending appeal with the Swiss Federal Supreme Court against the decision of
the Administrative Court until shareholders have voted on the proposed resassion Like distributions to shareholders in the form of parvalue reduction dividend distributions out of

qualifying additional paid-in capital are not subject to the 35 percent Swiss federal withholdingtax Dividend distributions out of qualifying additional paid-in capital do not require registration with the Commercial Register of the Cantonof Zug

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authorized ourboard of directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase price of up toCHF 3.5 billion which is equivalent to approximately $3.6 billion at an exchange rate as of the dose of trading on February 15 2011 ofUSD 1.00 to CHF 0.97 On February 12 2010 our board of directors authorized our management to implement the share repurchase
program We intend to fund any repurchases using available cash balances and cash from operating activities As of February 15 2011
we have repurchased 2863267 of our shares under our share repurchase program for an aggregate purchase pnce of CHF 257 million
equivalent to $240 million

We may decide based upon our ongoing capital requirements the price of our shares matters relating to the Macondo well
incident regulatory and tax considerations cash flow generation the amount and duration our contract backlog general market conditions
and other factors that we should retain cash reduce debt make capital investments or otherwise use cash for general corporate
purposes and consequently repurchase fewer or no additional shares under this

program Decisions
regarding the amount if any and

timing of any share repurchases would be made from time to time based upon these factors

Any shares repurchased under this
program are expected to be purchased from time to time either with respect to the U.S

market from market participants that have acquired those shares on the open market and that can fully recover Swiss withholding tax
resulting from the share repurchase or with respect to the Swiss market on the second trading line for our shares on the SIX Swiss
Exchange Repurchases could also be made by tender offer in

privately negotiated transactions or by any other share repurchasemethod Any repurchased shares would be held by us for cancellation by the shareholders at future annual general meeting The share
repurchase program could be suspended or discontinued by our board of directors or company management as applicable at any time

Under Swiss corporate law the nght of company and its subsidiaries to repurchase and hold its own shares is limited
company may repurchase such companys shares to the extent it has freely distributable reserves as shown on its Swiss statutory balance
sheet in the amount of the purchase pnce and the aggregate par value of all shares held by the company as treasury shares does not
exceed 10 percent of the companys share capital recorded in the Swiss Commercial

Register whereby for purposes of determiningwhether the 10 percent threshold has been reached shares repurchased under share repurchase program for cancellation purposesauthorized by the companys shareholders are disregarded As of February 15 2011 Transocean Inc our wholly owned subsidiary held
as treasury shares

approximately four percent of our issued shares At the annual general meeting in May 2009 the shareholders
approved the release of 3.5 billion Swiss francs of additional paid-in capital to other reserves or freely available reserves as presented on
our Swiss statutory balance sheet to create the freely available reserve necessary for the 3.5 billion Swiss franc share repurchase
program for the purpose of the cancellation of shares the Currently Approved Programs At the May 2011 annual general meeting inorder to comply with new requirements of the Swiss federal tax authorities the board of directors is proposing that 3.2 billion shares which
is the remaining amount authorized under the share repurchase program be reallocated from free reserve to legal reserve reserve from
capital contributions This amount will continue to be available for Swiss federal withholding tax-free share repurchases We may onlyrepurchase shares to the extent freely distributable reserves are available Our board of directors could to the extent freely distributable
reserves are available authonze the repurchase of additional shares for

purposes other than cancellation such as to retain treasuryshares for use in satisfying our obligations in connection with incentive plans or other rights to acquire our shares Based on the current
amount of shares held as treasury shares approximately six percent of our issued shares could be repurchased for

purposes of retention
as additional treasury shares

AJthough our board of directors has not approved such share repurchase program for the purpose of
retaining repurchased shares as treasury shares if it did so any such shares repurchased would be in addition to any shares repurchased
under the Currently Approved Program

Redeemable noncontrolling interestPacific
Drilling Liberian company owns the 50 percent interest in TPDI that is notowned by us and we present its interest in TPDI as noncontrolling interest on our consolidated balance sheets

Beginning on October 182010 Pacific Dnlling had the unilateral
right to exchange its interest in TPDI for our shares or cash at its election measured at an amount

based on an appraisal of the fair value of the dnllships subject to certain adjustments Accordingly at the time this option became
exercisable subsequent to September 30 2010 we redassified the carrying amount of Pacific Drillings interest from permanent equity to
temporary equity located between liabilities and equity on our consolidated balance sheets since the event that gives rise to potential
redemption of the noncontrolling interest is not within our control
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Contractual obligationsAs of December 31 2010 our contractual obligations stated at face value were as follows

For the years ending December31

Total 2011 2012-2013 2014-2015 Thereafter

in millions

Contractual obligations

Debta
9730 1.954 2472 1100 4204

Debt of consolidated vanable interest entities
950 95 195 440 220

Interest on debt
4999 454 779 701 3065

Capital lease
1.346 66 144 146 990

OperalingleaseS
150 36 54 28 32

Purchase obligationS
530 381 149

Total
17705 2986 3793 2415 8511

Noteholders may at their option require Transocean Inc to repurchase the Senes Convertible Senior Notes in December 2011 In addition

holders of any series of the Convertible Senior Notes may at their option require
Transocean Inc to repurchase their notes in December 2012

2017 2022 2027 and 2032 In prepanng the table above we have assumed that the holders of our notes exercise the options at the first available

date

Includes interest on consolidated debt

As of December 31 2010 our defined benefit pension and other postretirement plans represented an aggregate liability
of $477 million representing

the aggregate projected
benefit obligation net of the aggregate fair value of plan assets The

carrying
amount of this liability is affected by net

periodic benefit costs funding contnbutions participant demographics plan amendments significant
current and future assumptions and retums on

plan assets Due to the uncertainties resulting
from these factors and since the carrying amount is not representative of future liquidity requirements

we have exduded this amount from the contractual obligations presented in the table above See -Retirement Pension Plans and Other

Postretirement Benefit Plans and Notes to Consolidated Financial StatenientsNote 13Postemployment Benefit Plans

As of December 31 2010 our unrecognized tax benefits related to uncertain tax positions net of prepayrnents represented liability
of $720 million

Due to the high degree of uncertainty regarding the timing
of future cash outflows associated with the liabilities recognized in this balance we are

unable to make reasonably reliable estimates of the penod of cash settlement with the respective taxng authorities and we have excluded this

amount from the contractual obligations presented in the table above See Notes to Consolidated Financial StatementsNote 6Income Taxes

Other commercial commitmentsWe have other commercial commitments that we are contractually obligated to fulfill with

cash under certain circumstances These commercial commitments indude standby letters of credit and surety bonds that guarantee our

performance as relates to our drilling
contracts insurance customs tax and other obligations in vanous junsdictons Standby letters of

credit are issued under number of committed and uncommitted bank credit facilities The obligations that are the subject of these

standby letters of credit and surety bonds are geographically concentrated in Nigeria and India Obligations under these standby letters of

credit and surety bonds are not normally called as we typically comply with the underlying performance requirement At December 31

2010 these obligations stated in U.S dollar equivalents and their time to expiration were as follows

For the years ending December 31

Total 2011 2012-2013 2014-2015 Thereafter

in millions

Other commercial commitments

SyIetersofcredit
595 516 77

Suretybonds
27 25

Tot 622 541 79

We have established wholly owned captive insurance company to insure various nsks of our operating subsidianes Access to

the cash investments of the captive insurance company may be limited due to local regulatory restnctions At December 31 2010 the

cash investments held by the captive insurance company totaled $230 million as such cash investments are expected to range
from

$200 million to $300 million by December 31 2011 The amount of actual cash investments held by the captive insurance company

vanes depending on the amount of premiums paid to the captive insurance company the timing and amount of claims paid by the captive

insurance company and the amount of dividends paid by the captive insurance company

Derivative Instruments

We have established policies and procedures for derivative instruments approved by our board of directors that provide for the

approval of our Chief Financial Officer prior to entering into any derivative instruments From time to time we may enter into vanety of

denvative instruments in connection with the management of our exposure to fluctuations in interest rates and foreign exchange rates We

do not enter into derivative transactions for speculative purposes
however we may enter into certain transactions that do not meet the

criteria for hedge accounting See Notes to Consolidated Financial StatementsNote 12Denvatives and Hedging
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Retirement Pension Plans and Other Postretirement Benefit Plans

OverviewEffective January 2009 following mergers of existing plans with similar characteristics we maintain single
qualified defined benefit pension plan in the U.S the US Plan and single funded supplemental benefit plan the Supplemental
PIan The U.S Plan covers substantially all U.S employees and the Supplemental Plan along with two unfunded supplemental benefit
plans the Other Supplemental Plans provide certain eligible employees with benefits in excess of those allowed under the U.S Plan
Additionally we maintain two funded and two unfunded defined benefit plans collectively the Frozen Plans that we assumed in

connection with our mergers with GlobalSantaFe in 2007 and RB Falcon in 2001 all of which were frozen prior to the respective merger
and for which benefits no longer accrue but the pension obligations have not been

fully distributed We refer to the U.S Plan the
Supplemental Plan the Other Supplemental Plans and the Frozen Plans collectively as the US Plans

We maintain defined benefit plan in the U.K covering certain current and former employees in the U.K the U.k Plan We
also provide four funded defined benefit plans pnmanly group pension schemes with life insurance companies and two unfunded plans
covenng certain current and former employees in Norway the Norway Plans Additionally we maintain unfunded defined benefit plans
that provide retirement and severance benefits for certain of our Indonesian Nigerian and Egyptian employees the Other Plans We
refer to the U.K Plan the Norway Plans and the Other Plans collectively as the Non-U.S Plans

We refer to the U.S Plans and the Non-U.S Plans collectively as the Transocean Plans
Additionally we have several

unfunded contributory and noncontributory other postretirement benefit plans the OPEB Plans covering substantially all of our U.S
employees

The following table presents the amounts and weighted-average assumptions associated with the U.S Plans the Non-U.S
Plans and the OPEB Plans

Year ended December 31 2010 Year ended December 31 2009

U.S Non4jS OPEB
U.S Non4J.S OPEB

_________ Plan Plan ToS Plan Plan Plun

Netpefloccbenefitcostsa 58 31 91 60 24 87

OUercernpefiensivencome 44 56 117 67 10 60
69 45 118 50 20 73

At end of period

AundatedbenetobUgaijon 921 336 56 1.313 789 344 54 1.187

PrcjectedbenefitoUlgaton 1.068 374 56 1.498 932 403 54 1389

Farvaie of plan assets 697 332 1029 594 281 875

Funded status
371 42 561 469 338 122 54 514

Weighted-Average Assumplions

-Net Periodic Benefit costs

Dlscountrateb 5.86% 5.67% 5.51% 5.80% 5.41% 6.06% 5.34% 557%
Long-term rate of return ci 849 665% ri/a 7.89% 8.50% 6.59% ri/a 790%

Conensationtrendrab 4.21% 4.77% n/a 4.37% 421% 4.55% n/a 4.30%

Htharesttrendratniflal
ri/a ri/a 8.00% 8.00% n/a ri/a 8.99% 899%

HethendJfhjTlatd ri/a n/a 5.00% 5.00% n/a n/a 5.00% 5.00%

-Benefit Obhgations

Disceuntrateb 5.48% 5.81% 4.92% 5.54% 5.84% 5.59% 5.52% 5.76%

Compensation trend rate 424 465% rva 4.36% 4.21% 473% ria 437%

n/a means not applicable

Net periodic benefit costs were reduced by expected returns on plan assets of $75 million and $71 million for the years ended December 31 2010
and 2009 respectively

Weighted-average based on relative average projected benefit
obligation for the year

Weighted-average tiased on relative
average fair value of plan assets for the year

Ulmate health care trend rate is expected to be reached in 2016

Net periodic benefit costsIn the year ended December 31 2010 net periodic benefit costs increased by $4 million pnmanly
due to higher interest costs For the year ending December 31 2011 we expect net periodic benefit costs to increase by $1 million

compared to the net periodic benefit costs recognized in the year ended December 31 2010
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Plan assetsWe review our investment policies at least annually and our plan assets and asset allocations at least quarterly to

evaluate performance
relative to specified objectives In determining our asset allocation strategies for the U.S Plans we review results of

regression
models to assess the most appropriate target allocation for each plan given the plans status demographics and duration For

the U.K Plans the plan trustees establish the asset allocation strategies consistent with the regulations of the U.K pension regulators and

in consultation with financial advisors and company representatives Investment managers
for the U.S Plans and the U.K Plan are given

established ranges within which the investments may deviate from the target allocations For the Norway Plans we establish minimum

returns under the terms of investment contracts with insurance companies

In the year ended December 31 2010 plan assets of the funded Transocean Plans benefited from the favorable impact of

improvements in global equity markets since December 31 2009 due to the 61.0 percent allocation of plan assets to equity securities To

lesser extent plan assets allocated to debt securities and other investments also experienced improved values In the year ended

December 31 2010 the fair value of the investments in the funded Transocean Plans increased by $154 million or 17.7 percent due to

net investment gains of $114 million primarily in the funded U.S Plans resulting from the favorable performance of equity markets

Funding contributionsWe review the funded status of our plans at least annually and contnbute an amount at least equal to

the minimum amount required For the funded U.S Plans we contribute an amount at least equal to that required by the Employee

Retirement Income Security Act of 1974 ERISK and the Pension Protection Act of 2006 PPA We use actuarial computations to

establish the minimum contribution required under ERISA and PPA and the maximum deductible contribution allowed for income tax

purposes
For the funded U.K Plan we contribute an amount as mutually agreed with the plan trustees based on actuarial

recommendations For the funded Norway Plans we contribute an amount determined by the plan trustee based on Norwegian pension

laws For the unfunded Transocean Plans and OPEB Plans we generally fund benefit payments for plan participants as incurred We

fund our contributions to the Transocean Plans and the OPEB Plans using cash flows from operations

For the year ended December 31 2010 we corithbuted $118 million and participants contributed $3 million to the Transocean

Plans and the OPEB Plans For the year
ended December 31 2009 we contributed $73 million and participants contributed $3 million to

the Transocean Plans and the OPEB Plans

For the year ending December 31 2011 we expect to contribute $93 million to the Transocean Plans and $4 million to the OPEB

Plans These estimated contributions are comprised of $56 million to meet minimum funding requirements for the funded U.S Plans

$32 million to meet the funding requirements for the funded non-U.S Plans and approximately $9 million to fund expected benefit

payments
for the unfunded U.S Plans unfunded non-U.S Plans and OPEB Plans

Benefit paymentsOur projected benefit payments for the Transocean Plans and the OPEB Plans are as follows in millions

U.S Non.U.S OPEB

P1s ___ Ptans _i
Years ending December 31

2011
37$ 7$ 4$ 48

2012
40 51

2013
42 54

2014
45 57

2015
47 60

2016-2019
285 57 22 364

Contingencies

Macondo well incident

On April 22 2010 the Ultra-Deepwater Floater Deepwater Horizon sank after blowout of the Macondo well caused fire and

explosion on the rig Eleven persons were declared dead and others were injured as result of the incident At the time of the explosion

Oeepwater Horizon was located approximately 41 miles off the coast of Louisiana in Mississippi Canyon Block 252 and was contracted to

BP America Production Co

The rig has been declared total loss ithough the
rig

was operating under contract which was to extend through

September 2013 the total loss of the
rig

resulted in an automatic termination of the agreement The backlog associated with the

Deepwater Horizon drilling
contract was approximately $590 million As we continue to investigate the cause or causes of the incident we

are evaluating its consequences which could ultimately have material adverse effect on our consolidated statement of financial position

results of operations or cash flows

PJthough we cannot predict the final outcome or estimate the reasonably possible range of loss with certainty as of

December 31 2010 we have recognized liability
of approximately $135 million recorded in other current liabilities on our consolidated

balance sheet based on estimated losses related to the incident that we believe are probable and for which reasonable estimate can be

made We believe that portion of this liability is recoverable from insurance and have recognized receivable of approximately

$94 million recorded in accounts receivable net

AR-57



See Part Item Legal ProceedingsMacondo well incident

Insurance coverageWe expect certain costs resulting from the Macondo well incident to be recoverable under insurance
policies as described below

Hull and machinery coverageDeepwate HoAzon had an insured value of $560 million and there was no deductible for the
total loss of the unit During the year ended December 31 2010 we received $560 million of cash proceeds from insurance recoveries forthe loss of the dnlling unit During the

year ended December 31 2010 we recognized gain on the disposal of the rig in the amount of
$267 million We also have

coverage for costs incurred in our attempt to mitigate or minimize damage to DeepwaterHonzon up to an
amount equal to 25 percent of the rigs insured value or $140 million We also have coverage for wreck removal which indudes coveragefor removal of diesel for up to 25 percent of Deepwater Horizons insured value or $140 million with any excess wreck removal

liability
generally covered to the extent of our excess liability coverage described below in the event wreck removal is required As
DeepwaterHonzon was total loss there was no deductible for any applicable costs incurred to mitigate damages or for wreck removal
provided the costs are within the limits mentioned above

Excess
liability coverageWe carry $950 million of commercial market excess liability coverage exclusive of deductibles and

self-insured retention noted below which generally covers offshore risks such as personal injury third-party property claims and
third-party non-crew daims induding wreck removal and pollution This $950 million excess liability limit is an annual aggregate limit
covering the entire Transocean worldwide fleet induding Deepwater Horizon Prior to the

April 20 2010 Maconcjo well incident there
were no known incidents or occurrences that would have eroded the $950 million aggregate excess liability limit We generally retain the
risk for

any liability losses with respect to the Macondo well incident and any other incidents or occurrences in excess of $10 billion In the
case of the Maconijo well incident we have paid $65 million in deductible costs prior to any insurance reimbursements from the excess
liability insurance We expect liability costs from the Macondo well incident in excess of the $65 million deductible costs to be covered upto the $950 million excess

liability
limit

In May 2010 we received notice from the operator under the
drilling contract for Deepwater Horizon

maintaining that it believes
that it is entitled to additional insured status as provided for under the

drilling contract In response many of our insurers filed
declaratoryjudgment actions in the Houston Division of the U.S District Court for the Southern District of Texas in May 2010 seeking judgment

declanng that they have limited additional-insured obligation to the operator These actions have been transferred to the MDL for
discovery purposes in the U.S District Court Eastern District of Louisiana In the actions our insurers maintain that although the

drillingcontract requires additional insured protection for certain entities related to the operator the protection is limited to the liabilities assumed
by us under the terms of the

drilling contract which includes above land or water surface pollution emanating from substances in our
possession such as fuels lubricants motor oils and bilge Our insurers maintain that under the

drilling contract the operator acceptedfull responsibility and indemnified us for any pollution not assumed by us Further our insurers contend that the liabilities the operator
currently faces anse from pollution onginating from the operators well below the surface and not within the scope of the additional insured
protection

Specifically our insurers seek declarations that the operator assumed full responsibility in the
drilling contract for

any and all
liabilities ansing out of or in any way related to the release of oil originating from its well the additional insured status in the

drillingcontract therefore does not extend to the pollution liabilities the operator has incurred and will incur with respect to oil originating from its
well our insurers have no additional obligation to the operator under any of the policies for the pollution liabilities it has incurred and will
incur with respect to the oil originating from its well and the operator is not entitled to

coverage under
any of the policies for pollution

liabilities it has incurred and will incur with respect to the oil originating from its well The operator has filed cross-daim seeking contrarydeclarations

On October 28 2010 our insurer notified us that they have received letters from representatives of Anadarko and MOEX each
advising of its intent to preserve any nghts to our insurance policies that it may have as an additional insured under the

drilling contract
Any such daim if paid to the operators could limit the amount of coverage otherwise available to us We can provide no assurances as tothe estimated costs insurance recovenes or other actions that will result from this incident See Part I. Item 1A Risk Factors

Other insuranceWe also carry $100 million of additional insurance that
generally covers expenses that would otherwise beassumed by the well owner such as costs to control the well redrill expenses and pollution from the well This additional insurance

provides coverage for such expenses in circumstances in which we have legal or contractual liability arising from our gross negligence or
willful misconduct

Limitation of
liability actionAt the instruction of our insurers and to preserve our insurance coverage pursuant to the federal

Limitation of Shipowners
Liability

Act the Limitation Acfl we filed complaint tn the Houston Division of the Southern District of Texas
on May 13 2010 regarding the casualty of the DeepwaterHonzon ng The action has been transferred to the U.S District Court Eastern
District of Louisiana for further proceedings Under the Limitation Act vessel owner is generally liable only for the post-accident value of
the vessel and cargo as long as the vessel owner can show that it had no knowledge of or

privity
of

knowledge with entities that were
negligent Claims limited under the Limitation Act include personal injury wrongful death and damage to property contained on the rig
Statutory daims that may be asserted by the U.S government or individuals under OPA the Parks Systems Resource Protection Act the
National Marine Sanctuaries Act the NMSA the Rivers and Harbors Act or CERCLA and claims by the government for fines and
penalties under the Clean Water Act the NMSA the Marine Mammal Protection Act the Endangered Species Act the Shipping Act the
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Ports and Waterways Safety Act the Act to Prevent Pollution from Ships the Clean Air Act the Resource Conservation and Recovery Act

and the Outer Continental Shelf and Lands Act are not covered by the limitation proceeding In addition number of similar state statutory

environmental claims are not covered by the limitation proceeding

Pursuant to the Limitation Act we are seeking an injunction staying certain lawsuits underway in junsdictions other than the

Eastern District of Louisiana In addition we are seeking to limit our liability
for personal injury wrongful death and damage to property

contained on the rig
to S27 million the value of the

rig
and its freight induding the accounts receivable and accrued accounts receivable

as of
April 28 2010 One objective of the filing

is to consolidate lawsuits relating
to the Deepwater Horizon casualty and to process these

lawsuits and claims in an orderly fashion before single federal judge The filing also seeks to establish single fund from which

legitimate claims may be paid

After the transfer the presiding judge in the Eastern District of Louisiana issued an order amending the deadline for
filing

notices

of claims Pursuant to the amended order notices of daims must be filed with the court no later than
April 20 2011 prior order

excluded daims filed under OPA or state OPA analogue statutes enacted to impose liability
for the discharge of oil or claims relating to any

removal activities
in connection with such discharge If lawsuit is filed under OPA by another party held responsible for the accident

such as the operator the action could potentially be included in the limitation proceeding We expect that the order will be modified in the

future as necessary and appropriate based on the review and assessment of newly filed claims

On February 18 2011 we filed Rule 14c tender in the limitation action As result of the tender all defendants will be treated

as direct defendants to the plaintiffs
claims as if the plaintiffs

had sued each defendant directly

The U.S House of Representatives has passed legislation to repeal retroactively the Limitation Act We can provide no

assurance of the final form of such legislation if enacted or its anticipated impact on us

InvestigationsAs result of the Macondo well incident the Department of Homeland Secunty and the Department of Interior

have announced joint investigation into the cause or causes of the incident and its effects The U.S Coast Guard and the Bureau of

Ocean Energy Management Regulation and Enforcement the BOE formerly the Minerals Management Service share junsdrction over

the investigation into the incident and we have participated in their hearings related to the incident In connection with the investigation we

received subpoenas from the Office of Inspector General of the Department of Interior for certain information In addition an investigation

has been commenced by the Chemical Safety Board the National Academy of Engineering and the President of the United States has

established the National Commission on the BP Deepwater Horizon Oil Spill
and Offshore Drilling the National Commission to among

other things examine the relevant facts and circumstances concerning the cause or causes of the Macondo well incident and develop

options for guarding against future oil
spills

associated with offshore
drilling

Further we have participated in hearings related to the

incident before various committees and subcommittees of the House of Representatives and the Senate of the United States conferred

with state and local government officials and the DOJ has publicly announced that it has opened criminal and civil investigations of the

Macondo well incident We cannot predict the ultimate outcome of these investigations the total costs to be incurred in completing the

investigations the potential impact on personnel and the effect of implementing measures that may result from these investigations or to

what extent if any we could be subject to fines sanctions or other penalties

U.S Department of JusticeOn June 28 2010 we received letter from the DOJ asking us to meet with them to discuss our

financial responsibilities in connection with the Macondo well incident and requesting that we provide them certain financial and

organizational information The letter also requested that we provide the DOJ advance notice of certain corporate actions involving the

transfer of cash or other assets outside the ordinary course of business We have engaged in discussions with the DOJ and have

responded to their document requests and we expect these discussions to continue In addition on December 15 2010 the DOJ filed

civil lawsuit against us and other unaffiliated defendants The complaint alleges violations under the Oil Pollution Act of 1990 and the

Clean Water Act and the DOJ reserved its rights to amend the complaint to add new claims and defendants The complaint asserts that

all defendants are jointly and severally liable for all removal costs and damages resulting from the Macondo well incident In addition to the

civil complaint the DOJ served us with Civil Investigative Demands ClDs on December 2010 These demands are part of an

on-going investigation by the DOJ to determine if we made false claims in connection with the operators acquisition of the leasehold

interest in the Mississippi Canyon Block 252 Gulf of Mexico and drilling operations on DeepwaterHonzon

Drilling moratorium and enhanced regulationsOn May 30 2010 the BOE issued notice to lessees and operators

implementing six-month moratorium on drilling
activities with respect to new wells in water depths greater than 500 feet in the U.S Gulf

of Mexico The notice also stated that the BOE would not consider for the six-month moratorium period drilling permits for wells and

related activities for those water depths Subsequendy on June 22 2010 United States District Court in the Eastern District of Louisiana

granted preliminary injunction that effectively lifted the moratorium On July 12 2010 the U.S Department of the Intenor issued

revised moratorium that was scheduled to end on November 30 2010 and that applied to deepwater drilling configurations and

technologies rather than specific water depths On October 12 2010 the U.S government lifted its moratorium Following the lifting
of the

moratorium on October 12 2010 operators are required to submit applications in order to obtain drilling permits and resume drilling

activities that demonstrate compliance with enhanced regulations
which now require independent third-party inspections certification of

well design and well control equipment and emergency response plans in the event of blowout among other requirements We are

working in dose consultation with our customers to review the new rules and requirements See Outiook-Dnlling market Although

the moratorium has been lifted we are unable to predict the impact of the continuing effects of the moratorium and the related enhanced

regulations on our operations
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Insurance matters

Our hull and machinery and excess liability insurance program is comprised of commercial market and captive insurance

polioes We periodically evaluate our insurance limits and self-insured retentions Although our existing insurance policies were
scheduled to expire May 2010 we negotiated with our underwriters one-month extension on some of our insurance policies as we
assessed the incident involving the loss of the Uttra-Deepwater Floater Deepwater Horizon As result our current insurance program
consists of insurance policies pnmanly with 12-month and 11-month policy periods beginning on May 2010 and June 2010
respectively

Hull and machineryWe completed the renewal of our hull and machinery insurance coverage effective June 2010 with

updated ng insured values pnmanly based on fair market value appraisals and with similar terms as previous policies Under the hull and

machinery program we generally maintain $125 million per occurrence deductible limited to maximum of $250 million per policy

period Subject to the same shared deductible we also have
coverage for costs incurred to mitigate damage to

rig up to an amount

equal to 25 percent of rigs insured value Also subject to the same shared deductible we have additional coverage for wreck removal
for up to 25 percent of rigs insured value with

any excess generally covered to the extent of our remaining excess liability coverage
The above shared deductible is $0 in the event of total loss or constructive total loss of

drilling unit

Excess liability coverageWe completed the renewal of our excess
liability insurance coverage with some policies effective

May 2010 and others effective June 2010 These policies were renewed with substantiaHy the same terms and conditions except for

additional provisions to address the Macondo well incident We renewed $950 million of commercial market excess
liability coverage

exclusive of deductibles and self-insured retention noted below which generally covers offshore risks such as personal injury third-party

property claims and third-party non-crew daims induding wreck removal and pollution Our excess liability coverage has separate

$10 million per occurrence deductibles on crew personal injury liability
and on collision liability claims and separate $5 million per

occurrence deductible on other third-party non-crew claims These types of excess
liability coverages are subject to an additional

aggregate self-insured retention of $50 million that is applied to any occurrence in excess of the per occurrence deductible until the

$50 million is exhausted We generally retain the risk for any liability losses in excess of $1.0 billion

Other insuranceWe also carry $100 million of additional insurance that generally covers expenses that would otherwise be
assumed by the well owner such as costs to control the well rednil expenses and pollution from the well This additional insurance

provides coverage for such expenses in circumstances in which we have legal or contractual
liability arising from our gross negligence or

wiUlul misconduct

We have elected to self-insure operators extra expense coverage for ADTI and CMI This coverage provides protection against

expenses related to well control pollution and redrill liability associated with blowouts ADTIs customers assume and indemnify ADTI for

liability associated wilt blowouts in excess of contractually agreed amount generally $50 million

We generally do not have commercial market insurance coverage for physical damage losses induding liability for wreck
removal expenses to our fleet caused by named wrndstorms in the U.S Gulf of Mexico and war perils worldwide Except with respect toDh Deepwater KG1 and Dhirubhai Deepwater KG2 we generafly do not carry insurance for loss of revenue unless contractually

required

See Notes to Consolidated Financial Statements Note 14Commitments and ContingenciesRetained risk and Part

Item 1A Risk Factors

Tax matters

We are Swiss corporation and we operate through our various subsidiaries in number of countries throughout the world Our
tax provision is based upon and subject to changes in the tax laws regulations and treaties in effect in and between the countries in which
our operations are conducted and income is earned Our effective tax rate for financial reporting purposes fluctuates from year to year

considering among other factors changes in the blend of income that is taxed based on gross revenues versus income before taxes

rig movements between taxing junsdictions and our rig operating structures change in the tax laws treaties or regulations in any
of the countries in which we operate or in which we are incorporated or resident could result in higher or lower effective tax rate on our

worldwide earnings and as result could have matenal effect on our financial results

With respect to our 2004 and 2005 U.S federal income tax returns the U.S tax authorities have withdrawn all of their previously

proposed tax adjustments except claim regarding transfer pricing for certain charters of
drilling rigs between our subsidiaries reducing

the total proposed adjustment to approximately $79 million exdusive of interest We believe an unfavorable outcome on this assessment
with respect to 2004 and 2005 activities would not result in material adverse effect on our consolidated statement of financial position

results of operations or cash flows If the authorities were to continue to pursue this transfer pricing position with respect to subsequent
years and were successful in such assertion our effective tax rate on worldwide earnings with respect to years following 2005 could

increase substantially and our earnings and cash flows from operations could be matenally and adversely affected Although we believe

the transfer pricing for these charters is materially correct we have been unable to reach resolution with the tax authorities In

August 2010 we filed
petition

in the U.S Tax Court to resolve this issue

The U.S tax authorities onginal assessment against our 2004 and 2005 activities also asserted that one of our key subsidiaries

maintains permanent establishment ri the U.S and is therefore subject to U.S taxation on certain earnings effectively connected to
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such U.S business In November 2009 we were notified that this position was withdrawn by the U.S tax authonties If the authorities

were to pursue this permanent establishment position with respect to years following 2005 and were successful in such assertion our

effective tax rate on worldwide earnings with respect to those years could increase substantially and our earnings and cash flows from

operations could be matenally and adversely affected We believe our returns are materially correct as filed and we intend to continue to

vigorously
defend against any such claim

In May 2010 we received an assessment from the U.S tax authorities related to our 2006 and 2007 U.S federal income tax

returns We filed protest letter covering this assessment with the U.S tax authorities in July 2010 The significant issues raised in the

assessment relate to transfer pricing for certain charters of dnlling rigs between our subsidiaries and the creation of intangible assets

resulting from the performance of engineenng services between our subsidiaries These two items would result in net adjustments of

approximately $278 million of additional taxes exclusive of interest An unfavorable outcome on these adjustments could result in

material adverse effect on our consolidated statement of financial position results of operations or cash flows Furthermore if the

authorities were to continue to pursue these positions with respect to subsequent years and were successful in such assertions our

effective tax rate on worldwide earnings with respect to years following 2007 could increase substantially and our earnings and cash flows

from operations could be materially and adversely affected We believe our retums are materially correct as filed and we intend to

continue to vigorously defend against all such daims

In addition the May 2010 assessment induded adjustments related to series of restructunng transactions that occurred

between 2001 and 2004 These restructuring transactions affected our basis in our former subsidiary TODCO which we disposed of in

2004 and 2005 The authorities are disputing the amount of capital losses resulting from the disposition of TODCO We utilized portion

of the capital losses to offset capital gains on the 2006 2007 2008 and 2009 tax returns The majority of the capital losses were unutilized

and expired on December 31 2009 The adjustments would also impact the amount of certain net operating losses and other carryovers

into 2006 and later years The authorities are also contesting the characterization of certain amounts of income received in 2006 and 2007

as capital gain and thus the availability
of the capital gain for offset by the capital loss These daims with respect to our U.S federal

income tax returns for 2006 through 2009 could result in net tax adjustments of approximately $295 million An unfavorable outcome on

these potential adjustments could result in material adverse effect on our consolidated financial position results of operations or cash

flows We believe that our tax returns are materially correct as filed and we intend to vigorously defend against any potential claims

The May 2010 assessment also included certain claims with respect to withholding taxes and certain other items resulting in net

tax adjustments of approximately $166 million exclusive of interest In addition the tax authorities assessed penalties associated with the

various tax adjustments in the aggregate amount of approximately $92 million exclusive of interest We believe that our U.S tax returns

are materially correct as filed and we intend to vigorously defend against any potential claims

Norwegian civil tax and criminal authorities are investigating various transactions undertaken by our subsidiaries in 2001 and

2002 as well as the actions of certain of our former external advisors on these transactions The authorities issued tax assessments of

approximately $268 million plus interest related to certain restructuring transactions approximately $117 million plus interest related to

the migration of subsidiary that was previously subject to tax in Norway approximately $71 million plus interest related to 2001

dividend payment and approximately $7 million plus interest related to certain foreign exchange deductions and dividend withholding tax

We have filed or expect to file appeals to these tax assessments We may be required to provide some form of financial security in an

amount up to S10 billion including interest and penalties for these assessed amounts as this dispute is appealed and addressed by the

Norwegian courts The authorities have indicated that they plan to seek penalties of 60 percent on all matters For these matters we

believe our returns are materially correct as filed and we have and will continue to respond to all information requests from the Norwegian

authorities We intend to vigorously contest any assertions by the Norwegian authorities in connection with the vanous transactions being

investigated An unfavorable outcome on the Norwegian civil tax matters could result in material adverse effect on our consolidated

statement of financial position results of operations or cash flows While we cannot predict or provide assurance as to the final outcome of

these proceedings we do not expect the ultimate resolution of these matters to have material adverse effect on our consolidated

statement of financial position or results of operations although it may have material adverse effect on our consolidated cash flows

Certain of our Brazilian income tax retums for the years 2000 through 2004 are currently under examination The Brazil tax

authorities have issued tax assessments totaling $115 million plus 75 percent penalty of $86 million and interest of $138 million through

December 31 2010 An unfavorable outcome on these assessments could result in material adverse effect on our consolidated

statement of financial position results of operations or cash flows We believe our returns are materially correct as filed and we are

vigorously contesting these assessments We filed protest letter with the Brazilian tax authorities on January 25 2008 and we are

currently engaged the appeals process

See Notes to Consolidated Financial StaternentsNote 6Income Taxes

Regulatory matters

In June 2007 GlobalSantaFes management retained outside counsel to conduct an internal investigation of its Nigerian and

West African operations focusing on brokers who handled customs matters with respect to its affiliates operating in those junsdictions and

whether those brokers have fufy complied with the U.S Foreign Corrupt Practices Act FCPA and local laws GlobalSantaFe

commenced its investigation following announcements by other oilfleld service companies that they were independently investigating the

FCPA implications of certain actions taken by third parties in respect of customs matters in connection with their operations in Nigeria as
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well as another companys announced settlement implicating third party handling customs matters in Nigeria In each case the customs

broker was reported to be Panalpina Inc which GlobalSantaFe used to obtain temporary import permits for its
rigs operating offshore

Nigeria GlobalSantaFe voluntarily disdosed its internal investigation to the DOJ and the U.S Securities and Exchange
Commission SEC and at their request expanded its investigation to include the activities of its customs brokers in certain other African

countnes The tnvestigation focused on whether the brokers
fully complied with the requirements of their contracts local laws and the

FCPA and GlobalSantaFes possible involvement in any inappropnate or illegal conduct in connection with such brokers In late

November 2007 GlobalSantaFe received subpoena from the SEC for documents related to its investigation In addition the SEC
advised GlobalSantaFe that it had issued formal order of investigation

On July 25 2007 our legal representatives met with the DOJ in response to notice we received requesting such meeting

regarding our engagement of Panalpina Inc for freight forwarding and other services in the U.S and abroad The DOJ informed us that
it

was conducting an investigation of alleged FCPA violations by oil service companies who used Panalpina Inc and other brokers in Nigeria

and other parts of the world We developed an investigative plan that allowed us to review and produce relevant and responsive

information requested by the DOJ and SEC The investigation was expanded to include one of our agents for Nigeria This investigation

and the legacy GlobalSantaFe investigation were conducted by outside counsel who reported directly to the audit committee of our board

of directors The investigation focused on whether the agent and the customs brokers
fully complied with the terms of their respective

agreements the FCPA and local laws and the companys and its employees possible involvement in any inappropnate or illegal conduct in

connection with such brokers and agent Our outside counsel coordinated their efforts with the DOJ and the SEC with respect to the

implementation of our investigative plan including keeping the DOJ and SEC apprised of the scope and details of the investigation and

producing relevant information in response to their requests The SEC also issued formal order of investigation in this case and issued

subpoena for further information

On November 2010 we reached settlement with the SEC and the DOJ with respect to certain charges relating to the

anti-bribery and books and records provisions of the FCPA In November 2010 under the terms of the settlements we paid total of

approximately $27 million in penalties interest and disgorgement of profits We have also consented to the entry of civil injunction in two

SEC actions and have entered into three-year deferred prosecution agreement with the DOJ the DPA In connection with the DPA
we have agreed to implement and maintain certain internal controls policies and procedures For the duration of the DPA we are also

obligated to provide an annual written report to the DOJ of our efforts and progress in maintaining and enhancing our compliance policies

and procedures In the event the DOJ determines that we have knowingly violated the terms of the DPA the DOJ may impose an

extension of the term of the agreement or if the DOJ determines we have breached the DPA the DOJ may pursue criminal charges or

civil or administrative action against us The DOJ may also find in its sole discretion that change in circumstances has eliminated the

need for the corporate compliance reporting obligations of the DPA and may terminate the DPA prior to the three-year term

Our internal compliance program has detected potential violation of U.S sanctions regulations in connection with the shipment
of goods to our operations in Turkmenistan Goods bound for our rig in Turkmenistan were shipped through Iran by freight forwarder

Iran is subject to number of economic regulations including sanctions administered by the U.S Treasury Departments Office of Foreign

Assets Control -OFAC and comprehensive restnctioris on the export and re-export of U.S -origin items to fran Iran has been

designated as state sponsor of terrorism by the U.S State Department Failure to comply with applicable laws and regulations relating to

sanctions and export restrictions may subject us to criminal sanctions and civil remedies including fines denial of export privileges

injunctions or seizures of our assets We have self-reported the potential violation to OFAC and retained outside counsel who conducted

an investigation of the matter and submitted report to OFAC We are cooperating with OFAC with respect to resolution of the matter

We may incur significant legal fees and related expenses and the investigations may involve management time We cannot predict the

ultimate outcome of their investigation the total costs to be incurred in completing the investigation the potential impact on personnel the

effect of implementing any further measures that may be necessary to ensure full compliance with applicable laws or to what extent if at

all we could be subject to fines sanctions or other penalties

For description of regulatory and environmental matters relating to the Macondo well incident please see Macondo well

incident

Other matters

In addition from time to time we receive inquiries from governmental regulatory agencies regarding our operations around the

world including inquines with respect to various tax environmental regulatory and compliance matters To the extent appropriate under

the circumstances we investigate such matters respond to such inquiries and cooperate with the regulatory agencies We have received

and responded to an administrative subpoena from OFAC concerning our operations in Myanmar and follow-up administrative subpoena
from OFAC with questions relating to the previous Myanmar operations subpoena response and the self-reported shipment through Iran

matter We are cooperating with OFAC and believe that all of our operations fully comply with applicable laws Although we are unable to

predict the outcome of any of these matters we do not expect the
liability

if any resulting from these inquiries to have material adverse

effect on our consolidated statement of financial position results of operations or cash flows

Off-Balance Sheet Arrangements

We had no off-balance sheet arrangements as of December 31 2010
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Related Party Transactions

Pacific Drilling LimitedWe hold 50 percent interest in TPDI consolidated Bntish Virgin Islands joint
venture company

formed by us and Pacific Dnlling Liberian company to own and operate Dhirubhai DeepwaterKGl and Dhrubhai DeepwaterKG2

Effective October 18 2010 Pacific Drilhn9 has the unilateral right to exchange its interest in the joint venture for our shares or cash at an

amount based on an appraisal of the fair value of the dnllships subject to certain adjustments

As of February 15 2011 TPDI had outstanding promissory notes in the aggregate amount of $296 million of which $148 million

was due to Pacific Drilling
and was induded in long-term debt on our consolidated balance sheet

Angco Cayman LimitedWe hold 65 percent interest in ADDCL consolidated Cayman Islands joint venture company

formed to own and operate Discoverer Luanda Angco Cayman Limited Cayman Islands company holds the remaining 35 percent

interest in ADDCL Beginning January 31 2016 Angco Cayman Limited will have the
right

to exchange its interest in the joint venture for

cash at an amount based on the appraisal of the fair value of the dnllship subject to certain adjustments

Overseas Drilling LimitedWe hold 50 percent interest in Overseas Drilling
Limited ODL an unconsolidated Cayman

Islands
joint

venture company which owns and operates Joides Resolution Siem Offshore Invest AS owns the other 50 percent interest

in ODL Under management services agreement with ODL we provide certain operational and management services We earned

$2 million for these services in each of the years ended December 31 2010 2009 and 2008

We have $10 million loan facility with ODL ODL may demand repayment of the borrowings at any time upon five business

days prior written notice and any amounts due to us from ODL may be offset against the borrowings at the time of repayment As of

February 15 2011 $5 million was outstanding under this loan agreement

Critical Accounting Policies and Estimates

We have prepared our consolidated financial statements in accordance with accounting principles generally accepted in the U.S

which require us to make estimates judgments and assumptions that affect the amounts reported on the consolidated financial statements

and disclosed in the accompanying notes We base our estimates on historical experience and on various other assumptions that we

believe are reasonable under the circumstances the results of which form the basis for making judgments about the carrying amounts of

assets and liabilities that are not readily apparent from other sources Actual results may differ from these estimates

We consider the following to be our critical accounting policies and estimates and we have discussed the development

selection and disclosure of these critical accounting policies and estimates with the audit committee of our board of directors For

discussion of our significant accounting policies refer to our Notes to Consolidated Financial StatementsNote 2Significant Accounting

Policies

Income taxesWe are Swiss corporation operating through our various subsidiaries in number of countnes throughout the

world We have provided for income taxes based upon the tax laws and rates in the countries in which we operate and earn income

There is little to no expected relationship between the provision for or benefit from income taxes and income or loss before income taxes

because the countries in which we operate have taxation regimes that vary with respect to the nominal tax rate and the availability
of

deductions credits and other benefits Variations also anse when income earned and taxed in particular country or countries fluctuates

from year to year

Our annual tax provision is based on expected taxable income statutory rates and tax planning opportunities available to us in

the various jurisdictions
in which we operate The determination of our annual tax provision and evaluation of our tax positions involves

interpretation of tax laws in the various jurisdictions and requires significant judgment and the use of estimates and assumptions regarding

significant future events such as the amount timing and character of income deductions and tax credits Our tax liability in any given year

could be affected by changes in tax laws regulations agreements and treaties foreign currency exchange restrictions or our level of

operations or profitability in each jurisdiction Additionally we operate in many jurisdictions where the tax laws relating to the offshore

drilling industry are not well developed Although our annual tax provision is based on the best information available at the time number

of years may elapse before the ultimate tax liabilities in the various jurisdictions are determined

We maintain liabilities for estimated tax exposures in our jurisdictions of operation and the provisions and benefits resulting from

changes to those liabilities are included in our annual tax provision along with related interest Tax exposure items include potential

challenges to permanent establishment positions intercompany pricing disposition transactions and withholding tax rates and their

applicability These exposures are resolved primarily through the settlement of audits within these tax junsdictions or by judicial
means

but can also be affected by changes in applicable tax law or other factors which could cause us to revise past estimates

We are currently undergoing examinations in number of taxing jurisdictions for various fiscal years We review our liabilities on

an ongoing basis and to the extent audits or other events cause us to adjust the liabilities accrued in pnor penods we recognize those

adjustments in the period of the event We do not believe it is possible to reasonably estimate the future impact of changes to the

assumptions and estimates related to our annual tax provision because changes to our tax liabilities are dependent on numerous factors

that cannot be reasonably projected These factors include among others the amount and nature of additional taxes potentially asserted

by local tax authorities the willingness of local tax authorities to negotiate fair settiement through an administrative process the
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impartiality of the local courts and the potential for changes in the taxes paid to one country that either produce or fail to produce
offsetting tax changes in other countries

We consider the earnings of certain of our subsid lanes to be
indefinitely reinvested As such we have not provided for taxes on

these unremitted earnings At December 31 2010 the amount of indefinitely reinvested earnings was approximately $2.0 billion Should
we make distnbution from the unremitted earnings of these subsidiaries we would be subject to taxes payable to various jurisdictions
We estimate taxes in the range of $150 million to $200 million would be payable upon distribution of all previously unremitted earnings at

December31 2010

We have recognized deferred taxes related to the earnings of certain subsidiaries that are not permanently reinvested or that will

not be permanently reinvested in the future If facts and circumstances cause us to change our expectations regarding future tax

consequences the resulting adjustments to our deferred tax balances could have material effect on our consolidated statement of

financial position results of operations or cash flows

Estimates judgments and assumptions are required in determining whether deferred tax assets will be fully or
partially

realized

When it is estimated to be more likely than not that all or some portion of certain deferred tax assets such as foreign tax credit carryovers
or net operating loss carryforwards will not be realized we establish valuation allowance for the amount of the deferred tax assets that is

considered to be unrealizable We continually evaluate strategies that could allow for the future utilization of our deferred tax assets We
did not make any significant changes to our valuation allowance against deferred tax assets during the years ended December 31 2008
2009 and 2010

See Notes to Consolidated Financial StatementsNote 6Income Taxes

GoodwillThe carrying amount of goodwill was $8.1 billion representing 22 percent of our total assets as of December 31
2010 We conduct impairment testing for our goodwill annually as of October and more frequently on an interim basis when an event
occurs or circumstances change that may indicate reduction in the fair value of reporting unit below its carrying amount We test

goodwill at the reporting unit level which is defined as an operating segment or component of an operating segment that constitutes

business for which financial infonnabon is available and is regulaily reviewed by management We have determined that our reporting
units for this purpose are as follows contract

drilling services
drilling management services and oil and gas properties

To determine the fair value of each reporting unit we use combination of valuation methodologies including both income and
market approaches For our contract dnlling services reporting unit we estimate fair value using discounted cash flows publicly traded

company multiples and acquisition multiples To develop the projected cash flows associated with our contract drilling services reporting
unit Which are based on estimated future dayrates and utilization we consider key factors that indude assumptions regarding future

commodity prices credit market conditions and the effect these factors may have on our contract drilling operations and the capital

expenditure budgets of our customers We discount projected cash flows using long-term weighted-average cost of capital which is

based on our estimate of the investment returns that market participants would require for each of our reporting units To develop the

publidy traded company multiples we gather available market data for companies with operations similar to our reporting units and
publicly available information for recent acquisitions in the marketplace

Because our business is cyclical
in nature the results of our impairment testing are expected to vary significantly depending on

the timing of the assessment relative to the business cyde Altering either the timing of or the assumptions used in reporting units fair

value calculations could result in an estimate that is significantly below its carrying amount which may indicate its goodwill is impaired

For our annual impairment testing conducted on October 2010 the remaining goodwill was associated with our contract

drilling services reporting unit In calculating the fair value of this reporting unit for the annual impairment test we applied discount rate

of 11 percent and terminal growth rate of three percent to our contract
drilling services reporting unit Applying hypothetical

three percent increase in the discount rate and hypothetical 10 percent decrease in our projected cash flows for the annual impairment
test would not have resulted in the impairment of goodwill associated with the contract

drilling services reporting unit

Property and equipmentThe carrying amount of our property and equipment was $21 billion as of December 31 2010
representing 58 percent of our total assets The carrying amount of these assets is subject to our estimates assumptions and judgments
related to capitalized costs useful lives and salvage values

Capitalized costsWe capitalize costs incurred to enhance improve and extend the useful lives of our assets and expense
costs incurred to repair and maintain the existing condition of our rigs Capitalized costs increase the carrying amounts and depredation
expense of the related assets which would also impact our results of operations

Useful livesWe depreciate our assets over their estimated useful lives which we determine by applying judgments and
assumptions that reflect both histoncal expenence and expectations regarding future operations utilization and asset performance Useful

lives of ngs are difficult to estimate due to variety of factors including technological advances that impact the methods or cost of oil

and gas exploration and development changes in market or economic conditions and changes in laws or regulations affecting the

dnfling industry Applying different judgments and assumptions in establishing the useful lives would likely result in materially different net

carrying amounts and depreciation expense for our assets We evaluate the remaining useful lives of our
rigs

when certain events occur
that

directly impact the useful lives of the ngs including changes in operating condition functional capability and market and economic
factors When evaluating the remaining useful liies of ngs we also consider major capital upgrades required to perform certain contracts
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and the long-term impact of those upgrades on future marketability hypothetical one-year increase in the useful lives of all of our rigs

would cause decrease in our annual depreciation expense of approximately $280 million hypothetical one-year decrease would cause

an increase in our annual depreciation expense of approximately $371 million

Impairment
of long-lived assetsWe review our property and equipment for impairment when events or changes in

circumstances indicate that the carrying amounts of our assets held and used may not be recoverable or when carrying amounts of assets

held for sae exceed fair value less cost to sell Potential impairment indicators indude rapid declines in commodity pnces and related

market conditions actual or expected declines in dayrates or utilization cancellations of contracts or credit concerns of multiple customers

During periods of oversupply we may idle or stack rigs
for extended periods of time which could be an indication that an asset group may

be impaired since supply and demand are the key drivers of
rig

utilization and our ability to contract our ngs at economical rates Our ngs

are mobile units equipped to operate in geographic regions throughout the world and consequenfly we may move ngs from an

oversupplied market sector to more lucrative and undersupplied market sector when it is economical to do so Many of our contracts

generally allow our customers to relocate our rigs
from one geographic region to another subject to certain conditions and our customers

utilize this capability to meet their worldwide dnlling requirements Accordingly our ngs are considered to be interchangeable within

classes or asset groups
and we evaluate impairment by asset group We consider our asset groups to be Ultra-Deepwater Floaters

Deepwater Floaters Harsh Environment Floaters Midwater Floaters High-Specification Jackups Standard Jackups and Other Rigs

We assess recoverability of assets held and used by projecting undiscounted cash flows for the asset group being evaluated

When the carrying amount of the asset group is determined to be unrecoverable we recognize an impairment loss measured as the

amount by which the carrying amount of the asset group
exceeds its estimated fair value The evaluation requires us to make judgments

about long-term projections
for future revenues and costs dayrates rig

utilization and idle time These projections involve uncertainties

that rely
on assumptions about demand for our services future market conditions and technological developments Significant and

unanticipated changes
to these assumptions could materially alter an outcome that could otherwise result in an impairment loss Given the

nature of these evaluations and their application to specific asset groups and specific time penods it is not possible to reasonably quantify

the impact of changes in these assumptions

Pension and other postretirement benefitsWe use January measurement date for net periodic benefit costs and

December 31 measurement date for projected benefit obligations and plan assets We measure our pension liabilities and related net

periodic benefit costs using actuarial assumptions based on market-related valuation of assets that reduces year-to-year volatility
In

applying this approach we recognize investment gains or losses over five-year period beginning with the year in which they occur

Investment gains or losses for this purpose are measured as the difference between the expected and actual returns calculated using the

market-related value of assets Actual results may differ from these measurements under different conditions or assumptions Future

changes in plan asset returns assumed discount rates and various other factors related to the pension plans will impact our future pension

obligations and net periodic benefit costs

Additionally the pension obligations and related net periodic benefit costs for our defined benefit pension and other

postretirement benefit plans including retiree life insurance and medical benefits are actuanally determined and are affected by

assumptions induding long-term rate of return discount rates compensation increases employee turnover rates and health care cost

trend rates The two most critical assumptions are the long-term rate of return and the discount rate We periodically evaluate our

assumptions and when appropriate adjust the recorded liabilities and expense Changes in these and other assumptions used in the

actuarial computations could impact our projected benefit obligations pension liabilities net periodic benefit costs and other

comprehensive income See -Retirement Pension Plans and Other Postretirement Benefit Plans

Long-term rate of returnWe develop our assumptions regarding the estimated rate of return on plan assets based on histoncal

experience and projected long-term investment returns considering each plans target asset allocation and long-term asset class expected

returns We regularly review our actual asset allocation and periodically rebalance plan assets as appropriate For each percentage point

the expected long-term rate of return assumption is lowered pension expense would increase by approximately $11 million

Discount rateAs basis for determining the discount rate we utilize yield curve approach based on Aa-rated corporate

bonds and the expected timing of future benefit payments For each one-haff percentage point the discount rate is lowered net penodic

benefit costs would increase by approximately $18 million

Contingent liabilitiesWe establish liabilities for estimated loss contingencies when we believe loss is probable and the

amount of the probable loss can be reasonably estimated Once established we adjust the carrying amount of contingent liability upon

the occurrence of recognizable event when facts and circumstances change altering our previous assumptions with respect to the

likelihood or amount of loss

New Accounting Pronouncements

For discussion of the new accounting pronouncements that have had or are expected to have an effect on our consolidated

financial statements see Notes to Consolidated Financial StatementsNote 3New Accounting Pronouncements
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Item 7A Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are exposed to interest rate nsk pnmanly associated with our long-term and short-term debt For our debt obligations

including obligations of our consolidated variable interest entities as of December 31 2010 the following table presents our scheduled
debt maturities in U.S dollars and related weighted-average stated interest rates for the years ending December 31 in milhons except
interest rate percentages

Scheduled Maturity Date
Fair Value

2011 2012 2013 2014 2015 Thereafter Total 12131/10

OeM

Fixed rate 1882 1741 770 22 1123 4797 10335 10492

Average interest rate 2.01 0j 1.57 5.23 7.76 0/0 5.01 0/0 6.85

Viablere 88
88 88

Average interest rate 0.98 04

Debt of consolidated variable interest entities

Variablerate 95 97$ 98$ 100$ 340$ 220$ 950$ 950

Average interestrate 1.61% 1.60 io 1.59% 1.58% 2.05% 2.11%

Interest rate swaps

Fccedtovariae 750 750 17
Average pay rate 3.47 0j

Averagereceiverate 5.17%

Interest rate swaps of consolidated variable interest entities

Viabletofixed 70 70 70 70 262 542 13

Average pay rate 2.34% 2.34 2.34 2.34 234

Average receive rate 0.30% 0.30 0.30 0.30 0.30

Expected matunty amounts are based on the face value of debt

In
prepanng the scheduled maturities of our debt we assume the noteholders will exercise their options to

require us to repurchase the 1.50%
Senes Convertible Senior Notes and 1.50% Series Convertible Senior Notes in December 2011 and 2012 respectively

We have engaged in certain hedging activities designed to reduce our exposure to interest rate risk see Notes to Consolidated Financial

StatementsNote 12Denvatives and Hedging

At December 31 2010 the face value of our variable-rate debt was approximately Si .2 billion which represented 11 percent of

the face value of our total debt induding the effect of our hedging activities At December 31 2010 our variable-rate debt excluding the

effect of our hedging activities pnmanly consisted of borrowings under the ADDCL Credit Facilities and the TPDI Credit Facilities At

December 31 2009 the face value of our variable-rate debt was approximately $1.7 billion which represented 14 percent of the face value

of our total debt induding the effect of our hedging activities Based upon vanable-rate debt amounts outstanding as of December 31
2010 and 2009 one percentage point change in annual interest rates would result in corresponding change in annual interest expense
of approximately $12 million and $17 million respectively

The fair value of our debt was $1 1.5 billion and $12.4 billion at December31 2010 and 2009 respectively The $0.9 billion

decrease was pnmanly due to the repurchase of $2.2 billion of the Convertible Senior Notes and repayments of other debt partially offset

by the issuance of $2.0 billion of senior notes dunng the year ended December 31 2010

large portion of our cash investments is subject to vanable interest rates and would earn commensurately higher rates of return

if interest rates increase Based upon cash investments as of December 31 2010 and 2009 one percentage point change in interest

rates would result in corresponding change in annual interest income of approximately 533 million and $11 million respectively

Foreign Exchange Risk

We are exposed to foreign exchange nsk associated with our international operations Our pnmary foreign exchange risk

management strategy involves structunng customer contracts to provide for payment in both U.S dollars which is our functional currency
and local currency The payment portion denominated in local currency is based on our anticipated local currency needs over the contract

term Due to vanous factors including customer acceptance local banking laws other statutory requirements local currency convertibility
and the impact of inflation on local costs actual local currency needs may vary from those anticipated in the customer contracts resulting
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in partial exposure to foreign exchange nsk Fluctuations in foreign currencies generally have not had matenal impact on our overall

operating results In situations where local currency receipts do not equal local currency requirements we may use foreign exchange

derivative instruments including forward exchange contracts or spot purchases to mitigate foreign currency nsk forward exchange

contract obligates us to exchange predetermined amounts of specified currencies at stated exchange rate on stated date or to make

U.S dollar payment equal to the value of such exchange At December 31 2010 and 2009 we had no outstanding foreign exchange

derivabve instruments See item Managements Discussion and Analysis of Financial Condition and Results of OperationsLiquidity

and Capital ResourcesDerivative instruments
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Item Financial Statements and Supplementary Data

MANAGEMENTS REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Transocean Ltd the Company or Sour is responsible for establishing and maintaining adequate internal

control over financial reporting for the Company as defined in Rules 13a-15e and 15d-15e under the Securities Exchange Act of 1934
The Companys internal control system was designed to provide reasonable assurance to the Companys management and Board of

Directors regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with

U.S generally accepted accounting principles

Internal control over financial reporting includes the controls themselves monitoring including internal auditing practices and
actions taken to correct deficiencies as identified

There are inherent limitations to the effectiveness of internal control over financial reporting however weD designed induding the

possibility of human error and the possible circumvention or overriding of controls The design of an internal control system is also based
in part upon assumptions and judgments made by management about the likelihood of future events and there can be no assurance that

an internal control will be effective under all potential future conditions As result even an effective system of internal controls can

provide no more than reasonable assurance with respect to the fair presentation of financial statements and the processes under which

they were prepared

Management assessed the effectiveness of the Companys internal control over financial reporting as of December 31 2010 In

making this assessment management used the criteria for internal control over financial reporting described in Internal Control-Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO Managements assessment
included an evaluation of the design of the Companys internal control over financial reporting and testing of the operating effectiveness of

its internal control over financial reporting

Management reviewed the results of its assessment with the Audit Committee of the Companys Board of Directors Based on
this assessment management has conduded that as of December 31 2010 the Companys internal control over financial reporting was
effective

The Companys independent auditors Ernst Young LLP registered public accounting firm are appointed by the Audit

Committee of the Companys Board of Directors subject to ratification by our shareholders Ernst Young LLP has audited and reported

on the consolidated financial statements of Transocean Ltd and Subsidiaries and the Companys internal control over financial reporting
The reports of the independent auditors are contained in this annual report
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors and Shareholders of Transocean Ltd and Subsidianes

We have audited Transocean Ltd and Subsidiaries internal control over financial reporting as of December 31 2010 based on

ciltena established in Internal ControlIntegrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission the COSO criteria Transocean Ltd and Subsidiaries management is responsible for maintaining effective internal control

over financial reporting and for their assessment of the effectiveness of internal control over financial reporting included in the

accompanying Managements Report on Internal Control Over Financial Reporting Our responsibility is to express an opinion on the

companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board Uned States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over

financial reporting was maintained in all material respects Our audit included obtaining an understanding of internal control over financial

reporting assessing the risk that material weakness exists testing and evaluating the design and operating effectiveness of internal

control based on the assessed risk and performing such other procedures as we considered necessary in the circumstances We believe

that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted

accounting principles companys internal control over financial reporting includes those policies and procedures that pertain to the

maintenance of records that in reasonable detail accurately and
fairly

reflect the transactions and dispositions of the assets of the

company provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles and that receipts and expenditures of the company are being made only ri

accordance with authorizations of management and directors of the company and provide reasonable assurance regarding prevention

or timely detection of unauthorized acquisition use or disposition of the companys assets that could have matenal effect on the financial

statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of

changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion Transocean Ltd and Subsidiaries maintained in all material respects effective internal control over financial

reporting as of December 31 2010 based on the COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

consolidated balance sheets of Transocean Ltd and Subsidiaries as of December 31 2010 and 2009 and the related consolidated

statements of operations comprehensive income equity and cash flows for each of the three years in the penod ended December 31

2010 and our report dated February 28 2011 expressed an unqualified opinion thereon

IsI Ernst Young LLP

Houston Texas

February 28 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of Transocean Ltd

We have audited the accompanying consolidated balance sheets of Transoceari Ltd and Subsidianes as of December31 2010
and 2009 and the related consohdated statements of operations comprehensive income equity and cash flows for each of the three

years in the period ended December 31 2010 Our audits also included the financial statement schedule listed in the Index at Item 15a
These financial statements and schedule are the responsibility of the Companys Board of Directors and management Our responsibility
is to express an opinion on these financial statements and schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free of material misstatement An audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and significant estimates made by management as
well as evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly
in all material respects the consolidated financial position

of Transocean Ltd and Subsidiaries at December 31 2010 and 2009 and the consolidated resufts of their operations and their cash flows

for each of the three years in the penod ended December 31 2010 in conformity with U.S generally accepted accounting principles Also
in our opinion the related financial statement schedule when considered in relation to the basic financial statements taken as whole

presents fairly in all material respects the information set forth therein

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States
Trarisocean Ltds internal control over financial reporting as of December 31 2010 based on criteria established in Internal Control-

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated

February 28 2011 expressed an unqualified opinion thereon

1sf Emst Young LLP
Houston Texas

February 28 2011
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Ernst Yosg Ltd

Bandsthenkestrasse 100

P.O Box

CH-8022 Zunth

Ptone .41582563111

Fax .41582864020

ww eycoth

To the General Meeting of

Transocean Ltd Zug

Zurich February 28 2011

Report of the statutory auditor on the consolidated financial statements

As statutory auditor we have audited the consolidated financial statements of Transocean Ltd and subsidiaries which comprise the

consolidated balance sheets as of December 312010 and 2009 and the related consolidated statements of operations comprehensive

income equity and cash flows and notes thereto pages AR-72 to AR-i 19 for the years ended December 31 2010 and 2009

Board of Directors onsibiiify

The Board of Directors is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with

accounting principles generally accepted in the United States and the requirements of Swiss law This responsibility includes designing

implementing and maintaining an internal control system relevant to the preparation and fair presentation of consolidated financial

statements that are free from material misstatement whether due to fraud or error The Board of Directors is further responsible for

selecting and applying appropriate accounting policies and making accounting estimates that are reasonable in the circumstances

Auditors responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit We conducted our audit in

accordance with Swiss law Swiss Auditing Standards and auditing standards generally accepted in the United States Those standards

require that we plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from

material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial

statements The procedures selected depend on the auditors judgment including the assessment of the risks of material misstatement of

the consolidated financial statements whether due to fraud or error In making those risk assessments the auditor considers the internal

control system relevant to the entitys preparation and fair presentation of the consolidated financial statements in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys

internal control system An audit also indudes evaluating the appropriateness of the accounting policies used and the reasonableness of

accounting estimates made as welt as evaluating the overalt presentation of the consolidated financial statements We believe that the

audit evidence we have obtained is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the consolidated financial statements for the years
ended December 31 2010 and 2009 present fairly in all material

respects the financial position the results of operations and the cash flows in accordance with accounting principles generally accepted in

the United States and comply with Swiss law

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act AOA and independence artide 728

CO and article ii AOA and that there are no circumstances incompatible with our independence

In accordance with artide 728a paragraph item CO and Swiss Auditing Standard 890 we confirm that an internal control system exists

which has been designed for the preparation of consolidated financial statements according to the instructions of the Board of Directors

We recommend that the consolidated financial statements submitted to you be approved

Ernst Young Ltd

IsI Robin Emco Is/ Jolanda Dolente

Licensed audit expert Licensed audit expert

Auditor in tharge
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

In millions except per share data

Years ended December 31

2010 2009 2008

8.967

98

511

9576

5119

1589

247

6.955

1.012

257

1866

10607

281

668

11.556

5140

1.464

209

6813

334

4400

10756

690

1228

12.674

5355

1436

199

6990

320

5.357

Earnings per share

Bac

Diluted

Weighted-average shares outstanding

Bac

Diluted

2.99 9.87 12.63

299 984 12.53

320 318

321 321

See accompanying notes

Operating revenues

Conad revenues

Contract dnlling intangible revenues

Other revenues

Costs and expenses

Operabng and mnnance

Deprecation depletion and amortization

Gener adm
Loss on ament
Gain loss on disposal of assets neto_come

Other income expense net

lnteresticome 23 32

Interest expense net of amounts cap4talized 567 484 640
Loss on retIrement debt 33 29
Othernet 10 32 26

567 476 585

lnme before rnccme tax expense 299 3924 4.772

Income tax expense 311 754 743

Nut kicome 968 3170 4.029

Net income loss atinbutable to noncontrotting interest 27 11

Net Income utb1bibIs to controling Interest 961 3181 4031

320

320
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

In millions

Years ended December31

2010 2009 2008

Kome 988 3170 4029

Other comprehensive
income loss before income taxes

Unrecognized conWonentS of net peflodic benefit cost 37 388

Recognized components of net periodic benefit costs 16 24thSItS 29

Recognized loss on denvabve instruments 12

Olhernet

Other comprehenSive income loss before InCome taxeS 387

Income taxes related to other comprehensive income loss
24

Other co..xehensive income loss net of income taxes 18 378

Total comprehensive income 970 3260 3651

Total conçrehensive mcomeloss atthbutable to non nlrolkr flerest

Total comprehensive income attributable to controlling interest 964 3266 3653

See accompanng notes
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

In millions except share data

December 31

2010 2009

Au
Cash and cash equivalents

Accounts receivable net

Materials and supplies net

Deferred income taxes net

Assets held for sale

Other current assets

Total cuirent assets

Property and eqiApment
27007 27383

Property and equipment of consolidated vanable interest entities 2214 1968

Less accumulated depreciation 7763 6333

Property and equipment net 21458 23018

Goodwill
8132 8134

Other assets
1026 808

Total assets
36811 36436

Liabilities and equity

Accounts payable 847 780

Accrued income taxes 116 240

Debtduewithinoneyear
1917 1568

Debt of consolidated vanable interest entities due within one year 95 300

Other current liabilities
861 730

Total current liabilities
3836 3618

Long-term debt
8354 8966

Long-term debt of consolidated vanable interest entities 855 883

Deferred income taxes net
594

Other long-term liabilities
1772 1684

Total long-term liabilities
11575 12259

Commitments and contingencies

Redeemable itmlhng interest
25

Shares CHF 15.00 par value 335.235298 authorized 167617649 conditionally authorized 335235298 issued

and 319080678 outstanding at December 31 2010 and 502852947 authorized 167617649 conditionally

authorized 335235298 issued and 321223882 outstanding at December 31 2009 4482 4472

Additional
paid-in capita 7504 7.407

Treasury shares at cost 2863267 and none held at December 312010 and 2009 respectively 240
Retained earnings 9969 9008

Accumulated other comprehensive loss 332 335
Total

controlling interest shareholders equity 21.383 20 552

Noncontrolling interest

Total equity 21.375 20559

Total liabilities and equity 36811 36436

See accompanying notes

Trade

Other

3394 1130

1.811 2330

169 209

6195 4476

189

517

115

55

462

104

186
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY

In millions

Years ended December 31 Years ended December 31

2010 2009 2008 2010 2009 2008

Shares

8co beginning of period

Issuance Of shares under share-based compensation plans

Purthases of shares held treasury

Cancellation of shares for redomesticatron

lssumce oshares for redomestication

Balance end of penod

Amount

317 4472 4.444

10 28

317
317

319 321 319 4.482 4472

See
accompanying notes

Stiares

321 319

4.444

4444

Additional paid-in capital

Bali-beginnthgofpeflOd
7407 7313 11619

Share-based compensation expense
102 81 64

ImceOfsharsLmdersJwe-baSedCOn1PeflSaflOnPIanS 11 62

Repurchases of convertible senior notes
14 22

Redomecation 4441

Changes ownership of noricontrolling interest and other net
116

Baise end of period
7504 7.407 7313

Treasury sham at cost

BcebeginningOfperiod

Purchases of shares held in treastiry
240

Baisece end of period
240

RetaIned earnings

Bateric. beginning of period
557 17%

Net income attributable to controlling interest 961 3181 4.031

Bice end of period
9.969 9008 5827

Accumulated other comprehensive loss

Bice beginning of period
335 420 42

Other comprehensive income loss attnbutable to controllrng interest 85 378

Bice end of period 332 335 420

Total controlling Interest shareholders equity

Bics beming Of period
20552 17164 13.376

Tota comprehensive income attributable to controlling interest 964 3.266 653

Shae-based compensation expense
102 81 64

issuance of shares under share-based compensation plans
35 62

Psdes of shares held treasury
240

Repurchases of convertible senior notes
14 22

ChaesinownerstOfnsncoereetandOdWf$t 16

Bce end of period
21.383 20.552 17 164

Noncontrolling interest

Bnce beginning of period

Total comprehensive income loss attributable to noncontrolkng interest 16

pAron of redeemable noncontroing interest 26

Changes in ownershç of noncontrolling interest and other net 10

Balasc end of period

Total equity

beginning Of period
20.559 17167 13351

Total comprehensive income 971 260 651

Sites-based compensation expense
102 81 64

Issuance of shares under sbased nnbon pians
35 62

Pnstheees of shares held treasury
240

Repurthases of convertible senior notes
14 22

Redesalhicallon of redeemable noncog iilerest aid other net 30
Balance end of period

21.375 20559 17 167
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98
1589

102

257

1.012

33

189

145

205

79
409

3.946

281

1.464

81

334

29

209

13

169

38

434

5.598

690

1.436

64

10

320

176

41

11

115

321

4.959

TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

In millions

Cash flows from operating activities

Net rncame

Adjustments to reconcile net income to net cash provided by operating activities

ci kllng ceiitact iiilss

Depredation depletion and amortization

Excess tax benefit from share-based compensation plans

loss on .ispoaaI 01 assets net

Loss on impairment

Loss on reiamei1 01debt

Amortization of debt issue costs discounts and premiums net

Dnedmcomes
Other net

Deleired revenue net

Deferred expenses net

it iwii 4____

Years ended December 31

2010 2009 2008

988 3170 4029

Net cash provided by operating activities

Cash flows from investing activities

encUss 1411 3052 2208
Proceeds from disposal of assets net 60 18 348

Proceeds from insurance reavehes loss oà1ng imit 560

proceeds from payments on notes recevab4e 37

Proceeds from shovt-teim Thesfrnets 37 564 59

Purchases of short-term investments 269 408
Joint ventures and other ivestme.4s net 45 13

Net cash used in investing activities 721 2.694 2196

Cash flows from financing activities

Changemshod-Ienu borrosilUe net 193 382 837
Proceeds from debt 2054 514 2661

Repayments 01 debt 2565 2871 4893
Purchases of shares held in treasury 240
Fnendngonsts 15 24
Proceeds from taxes paid for share-based compensation plans net 17 51

Excess tax bene from ehere-besed coiepenson plans 10

Other net 15
Netcaebussdminancigavities 961 2737 3041

Net increase decrease cash and cash equivetents 2.264 167 278
Cash and cash equivalents at beginning of penod 1130 963 1241

CashandcasherpivalentsatendelpeAod 3394 1130 963

See accompanying notes
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1Nature of Business

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or Sour is leading international provider of offshore contract dnhling services for oil and gas
wells Our mobile

offshore drilling
fleet is considered one of the most modem and versatile fleets in the world Specializing in technically demanding sectors

of the offshore drilling
business with particular focus on deepwater and harsh environment dnlling services we contract our dnlling rigs

related equipment and wOfic crews predominantly on dayrate basis to drill oil and gas wells At December 31 2010 we owned had

partial ownership interests in or operated 139 mobile offshore drilling
units As of this date our fleet consisted of 47 High-Specification

Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and drillships 25 Midwater Floaters

10 High-SpecifIcation Jackups 54 Standard Jackups and three Other Rigs We also have one Ultra-Deepwater Floater and

three High-Specification Jackups under construction see Note 9Drilling Fleet and Note 25Subsequent Events

We also provide oil and gas drilling management services
drilling engineenng and drilling project management services and we

participate in oil and gas exploration and production activities We provide drilling management services through Applied Dnlling

Technology Inc our wholly owned subsidiasy and through ADT International division of one of our U.K subsidianes together ADTr

ADTI conducts drilling management services primarily on either dayrate or completed-project fixed-price or lumkey basis Oil and

gas properties
consist of exploration development and production activities performed by Challenger Minerals Inc and Challenger

Minerals North Sea Limited together CMr our oil and gas subsidiaries

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among

Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized

under the laws of the Cayman Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Cayman Islands law with Transocean Cayman Ltd with Transocean Inc as the surviving

company the Redomestication Transaction In the Redomestication Transaction Transocean Ltd issued one of its shares in exchange

for each ordinary share of Transocean Inc In addition Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to

satisfy Transocean Ltds obligations to deliver shares in connection with awards granted under our incentive plans or other nghts to

acquire shares of Transocean Ltd see Note 16Shareholders Equity The Redomestication Transaction effectively changed the place

of incorporation of our parent holding company from the Cayman Islands to Switzerland As result of the Redomestication Transaction

Transocean Inc became direct wholly owned subsidiary of Transocean Ltd In connection with the Redomestication Transaction we

relocated our principal executive offices to Vernier Switzerland

Note 2Significant Accounting Policies

Accounting estimatesThe preparation of financial statements in accordance with accounting principles generally accepted in

the United States U.S requires us to make estimates and assumptions that affect the reported amounts of assets liabilities revenues

and expenses and the disclosures of contingent assets and liabilities On an ongoing basis we evaluate our estimates and assumptions

including those related to our allowance for doubtful accounts materials and supplies obsolescence property and equipment investments

notes receivable goodwill and other intangible assets income taxes share-based compensation defined benefit pension plans and other

postretirement benefits and contingencies We base our estimates and assumptions on historical experience and on vanous other factors

we believe are reasonable under the circumstances the results of which form the basis for making judgments about the carrying amounts

of assets and liabilities that are not readily apparent from other sources Actual results could differ from such estimates

Fair value measurementsWe estimate fair value at price that would be received to sell an asset or paid to transfer liability

in an orderly transaction between market participants in the principal market for the asset or liability
Our valuation techniques require

inputs that we categorize using three-level hierarchy from highest to lowest level of observable inputs as follows unadjusted quoted

prices for identical assets or liabilities in active markets Level direct or indirect observable inputs induding quoted prices or other

market data for similar assets or liabilities in active markets or identical assets or liabilities in less active markets Level and

unobservable inputs that require significant judgment for which there is little or no market data Level When multiple input levels

are required for valuation we categorize the entire fair value measurement according to the lowest level of input that is significant to the

measurement even though we may have also utilized significant inputs that are more readily observable

Principles of consolidationWe consolidate entities in which we have majority voting interest and entities that meet the

criteria for variable interest entities for which we are deemed to be the primary beneficiary for accounting purposes We eliminate

intercompany transactions and accounts in consolidation We apply the equity method of accounting for investments in entities if we have

the ability to exercise significant influence over an entity that does not meet the variable interest entity criteria or meets the variable

interest entity criteria but for which we are not deemed to be the primary beneficiary We apply the cost method of accounting for

investments in other entities if we do not have the
ability to exercise significant influence over the unconsolidated affiliate See Note

Variable Interest Entities

Our investments in and advances to unconsolidated affiliates recorded in other assets on our consolidated balance sheets had

carrying amounts of $19 million and $11 million at December31 2010 and 2009 respectively We recognized equity in earnings of
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

unconsolidated affiliates recorded in other net on our consolidated statements of operations in the amount of $8 million $2 million and
$2 million for the years ended December 31 2010 2009 and 2008 respectively

Cash and cash equivalentsCash equivalents are higtily liquid
debt instruments with onginal maturities of three months or less

that may include time deposits with commercial banks that have high credit ratings U.S Treasury and government securities Eurodollar
time deposits certificates of deposit and commercial paper We may also invest excess funds in no-load open-end management
investment trusts management trusts The management trusts invest exdusively in high-quality money market instruments

Allowance for doubtful accountsWe establish an allowance for doubtful accounts on case-by-case basis considering
changes in the financial position of major customer when we believe the required payment of specific amounts owed is unlikely to occurWe derive majority of our revenues from services to international oil companies and government-owned or government-controlled oil

companies We evaluate the credit quality of our customers on an ongoing basis and we do not generally require collateral or other

secunty to support customer receivables The allowance for doubtful accounts was $38 million and $65 million at December 31 2010 and
2009 respectively

Materials and suppliesMatenats and supplies are carried at average cost less an allowance for obsolescence The
allowance for obsolescence was $70 million and $66 million at December 31 2010 and 2009 respectively

Property and equipmentProperty and equipment consisting primarily of offshore
drilling rigs and related equipment

represented approximately 58 percent of our total assets at December 31 2010 The carrying amounts of these assets are based on
estimates assumptions and judgments relative to capitalized costs useful lives and salvage values of our rigs These estimates
assumptions and judgments reflect both historical experience and expectations regarding future industry conditions and operations We
compute depreciation using the straight-fine method after allowing for salvage values We capitalize expenditures for renewals
replacements and Improvements and we expense maintenance and repair costs as incurred Upon sale or other disposition of an asset
we recognize net gain or loss on disposal of the asset which is measured as the difference between the net carrying amount of the asset
and the net proceeds received

Estimated onginal useful lives of our drilling units
range from 18 to 35 years buildings and improvements from 10 to 30 years

and machinery and equipment from four to 12 years From time to time we may review the estimated remaining useful lives of our driliing
units and we may extend the useful life when events and circumstances indicate

drilling unit can operate beyond its remaining useful
life During 2010 we adjusted the useful lives for five rigs extending the estimated useful lives from between 20 and 36 years to between
25 and 39 years Dunng 2009 we adjusted the useful lives for 10 rigs extending the estimated useful lives from between 30 and 35 years
to between 33 and 50 years Dunng 2008 we adjusted the useful lives for five rigs extending the estimated useful lives from between
30 and 35

years to between 34 and 50 years We deemed the life extensions appropriate for each of these
rigs based on the respective

contracts under which the
rigs were operating and the additional

life-extending work upgrades and inspections we performed on the
rigs

For each of the years ended December31 2010 2009 and 2008 the changes in estimated useful lives of these rigs resulted in

reduction in depreciation expense of $23 million $0.07 per diluted share $23 million $0.07 per diluted share and $6 million $0.02 per
diluted share respectively which had no tax effect for any period

Dunng 2008 we also adjusted the useful lives for four
rigs that we acquired through merger transaction the Merger with

GlobalSantaFe Corporation GlobalSantaF reducing the estimated useful lives from between eight and 16 years to between three and
nine years We determined the appropriate useful lives for each of these rigs based on our review of technical specifications of the

rigs
and compansons to the remaining useful lives of comparable rigs in our fleet In 2008 the change in estimated useful life of these

rigs
resulted in an increase in depreciation expense of $46 million $0.14 per diluted share which had no tax effect See Note 9Drilling
Fleet

Assets held for saleWe classify an asset as held for sale when the facts and circumstances meet the criteria for such
classification including the following we have committed to plan to sell the asset the asset is available for immediate sale we
have ntiated actions to complete the sale including locating buyer the sale is expected to be completed within one year the
asset is being actively marketed at pnce that is reasonable relative to its fair value and the plan to sell is unlikely to be subject to

significant changes or termination At December 31 2010 assets held for sale were less than $1 million At December 31 2009 we had
assets held for sale included in current assets in the amount of $186 million See Note 9Drilling Fleet and Note 25Subsequent
Events

Long-lived assets and definite-lived intangible assetsWe review the carrying amounts of long-lived assets and
definite-lived intangible assets pnncipally property and equipment and

drilling management services customer relationships intangible
asset for potential impairment when events occur or circumstances change that indicate that the carrying value of such assets may not be
recoverable

For assets classified as held and used we determine recoverability by evaluating the undiscounted estimated future net cash
flows based on projected dayrates and utiization of the asset group under review We consider our asset groups to be Uttra-Deepwater
Floaters Deepwater Floaters Harsh Environment Floaters Midwater Floaters High-Specification Jackups Standard Jackups and Other
Rigs When an impairment of one or more of our asset groups is indicated we measure the impairment as the amount to Which the asset

groups carrying amount exceeds its fair value We measure the fair values of our contract
drilling asset groups by applying combination

of income ano market approaches using projected discounted cash flows and estimates of the exchange price that would be received for
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOUDATED FINANCIAL STATEMENTS Continued

the assets in the principal or most advantageous market for the assets in an orderly transaction between market participants as of the

measurement date For our drilling management services customer relationships asset we estimate fair value using the excess earnings

method which applies the income approach For an asset classified as held for sale we consider the asset to be impaired to the extent its

carrying amount exceeds fair value less cost to sell

In the years ended December31 2010 2009 and 2008 respectively we concluded that our Standard Jackup asset group

customer relationships intangible asset and our assets held for sale were impaired See Note 5Impairments and Note 10Goodwill and

Other Intangible Assets

Goodwill and other indefinite-lived intangible assetsWe conduct impairment testing for our goodwill and other

indefinite-lived intangible assets annually as of October and more frequentiy on an intenm basis when an event occurs or

circumstances change that may indicate reduction in the fair value of reporting unit or the indefinite-lived intangible asset is below its

carrying value

We test goodwit at the reporting unit level which is defined as an operating segment or component of an operating segment

that constitutes business for which financial information is available and is regularly reviewed by management We have identified

three reporting units for this purpose contract drilling
services drilling management services and oil and gas properties We test

goodwill for inipairrnent by comparing the carrying amount of the reporting unit induding goodwill to the fair value of the reporting unit

For our contract drilling services reporting unit we estimate fair value using projected discounted cash flows publicly traded

company multiples and acquisition multiples To develop the projected cash flows associated with our contract dnlling services reporting

unit which are based on estimated future dayrates and utilization we consider key factors that include assumptions regarding future

commodity prices credit market conditions and the effect these factors may have on our contract dnlling operations and the capital

expenditure budgets of our customers We discount the projected cash flows using long-term weighted-average cost of capital which is

based on our estimate of the investment returns that market participants
would require for each of our reporting units We derive publicly

traded company multiples for companies with operations similar to our reporting units using observable information related to shares

traded on stock exchanges and when available observable information related to recent acquisitions If the reporting units carrying

amount exceeds its fair value we consider goodwill impaired and perform second step to measure the amount of the impairment loss if

any As result of our annual impairment testing in each of the years ended December 31 2010 and 2009 we concluded that goodwill

was not impaired As result of our interim impairment testing in the year ended December 31 2010 we concluded that the goodwill

associated with our oil and gas properties reporting unit was impaired As result of our annual impairment testing in the year ended

December 31 2008 we concluded that the goodwill associated with our drilling management services reporting unit was impaired See

Note 5Impairments and Note 10Goodwill and Other Intangible Assets

For our trade name intangible asset which we have identified as indefinite-lived we estimate fair value using the relief from

royalty method which applies the income approach As result of our annual impairment testing in the year ended December 31 2010

we concluded that the trade name intangible asset for our drilling management services reporting unit was not impaired As result of

intenrn impairment testing in the year ended December 31 2009 and as result of our annual impairment testing in the year ended

December 31 2008 we concluded that the trade name intangible asset for our drilling management services reporting unit was impaired

See Note 5Impairments and Note 10Goodwill and Other Intangible Assets

Contingent liabilitiesWe establish liabilities for estimated loss contingencies when we believe loss is probable and the

amount of the probable loss can be reasonably estimated Once established we adjust the carrying amount of contingent liability upon

the occurrence of recognizable event when facts and circumstances change altering our previous assumptions with respect to the

likelihood or amount of loss See Note 14Commitments and Contingencies

Operating revenues and expensesWe recognize operating revenues as they are earned based on contractual daily rates or

on fixed-price basis In connection with drilling contracts we may receive revenues for preparation and mobilization of equipment and

personnel or for capital improvements to rigs In connection with new drilling
contracts revenues earned and incremental costs incurred

directly
related to contract preparation and mobilization are deferred and recognized over the pnmary contract term of the dnlling project

using the straight-line method Our policy to amortize the fees related to contract preparation mobilization and capital upgrades on

straight-line
basis over the estimated firm period of drilling

is consistent with the general pace of activity level of services being provided

and dayrates being eamed over the life of the contract For contractual daily rate contracts we account for loss contracts as the losses are

incurred Costs of relocating drilling
units without contracts to more promising market areas are expensed as incurred Upon completion

of drilling contracts any demobilization fees received are reported in income as are any related expenses Capital upgrade revenues

received are deferred and recognized over the primary contract term of the drilling project The actual cost incurred for the capital upgrade

is depreciated over the estimated useful life of the asset We incur periodic survey and drydock costs in connection with obtaining

regulatory certification to operate our rigs on an ongoing basis Costs associated with these certifications are deferred and amortized on

straight-line
basis over the period until the next survey

AR-79



TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOUDATED FINANCIAL STATEMENTS Continued

Contract drilling intangible revenuesIn connection with the Merger we acquired drilling contracts for future contract dnlling
services of GlobalSantaFe The terms of these contracts indude fixed dayrates that were above or below the market dayrates available for

similar contracts as of the date of the Merger We recognized the fair value adjustments as contract intangible assets and liabilities

recorded in other assets and other long-terni liabilities respectively We amortize the resulting contract drilling intangible revenues on
straight-line basis over the respective contract period During the years ended December 31 2010 2009 and 2008 we recognized
contract intangible revenues of $98 million $281 million and $690 million respectively See Note 10Goodwill and Other Intangible
Assets

Other revenuesOur other revenues represent those derived from
drilling management services integrated services oil and

gas properties and customer reimbursable revenues For fixed-price contracts associated with our drilling management services we
recognize revenues and expenses upon well completion and customer acceptance and we recognize loss provisions on contracts in

progress when losses are anticipated We refer to integrated services as those services we provide through contractors and our

employees under certain contracts that include well and logistics services in addition to our normal drilling services We consider customer
reimbursable revenues to be billings to our customers for reimbursement of certain equipment matenals and supplies third-party services
employee bonuses and other expenses that we recognize in operating and maintenance expense the result of which has little or no effect
on operating income

Share-based cornpensationFor time-based awards we recognize compensation expense on straight-line basis through the
date the employee is no longer required to provide service to eam the award the service periOd For market-based awards that vest at
the end of the service penod we recognize compensation expense on straight-line basis through the end of the service period For
performance-based awards with graded vesting conditions we recognize compensation expense on straight-line basis over the service

period for each separately vesting portion of the award as if the award was in substance multiple awards Share-based compensation
expense is recognized net of forfeiture rate estimated at the time of grant based on historical experience and adjusted if

necessary in

subsequent periods based on actual forfeitures

To measure the fair values of time-based restricted shares and deferred units granted or modified we use the market price of

our shares on the grant date or modification date To measure the fair values of stock options and stock appreciation rights SAR5
granted or modified we use the Biack-Scholes-Merton option-pricing model and apply assumptions for the expected life risk-free interest
rate dividend yield and expected volatility The expected life is based on historical information of past employee behavior regarding
exercises and forfeitures of options The nsk-free interest rate is based upon the published U.S Treasury yield curve in effect at the time
of grant or modification for instruments with similar life The dividend yield is based on our history and expectation of dividend payouts
The expected volatility is based on blended rate with an equal weighting of the historical

volatility based on historical data for an
amount of time approximately equal to the expected life and implied volatility derived from our at-the-money long-dated call options To
measure the fair values of market-based deferred units granted or modified we use Monte Carlo simulation model and in addition to the

assumptions applied for the Black-Scholes-Merton
option-pricing model we apply assumptions using risk neutral model and an average

pnce at the performance start date The nsk neutral model assumes that all peer group stocks grow at the risk-free rate The average
pnce at the performance start date is based on the

average stock price for the preceding 30 trading days

We recognize share-based compensation expense in the same financial statement line item as cash compensation paid to the

respective employees Tax deduction benefits for awards in excess of recognized compensation costs are reported as financing cash
flow Share-based compensation expense was $102 million $81 million and $64 million in the years ended December 31 2010 2009 and
2008 respectively Income tax benefit on share-based compensation expense was $10 million $8 million and $8 million in the years
ended December 31 2010 2009 and 2008 respectively See Note 17Share-Based Compensation Plans

Pension and other postretirement benefitsWe use measurement date of January for determining net periodic benefit
costs and December 31 for determining benefit obligations and the fair value of plan assets We determine our net periodic benefit costs
based on market-related valuation of assets that reduces year-to-year volatility by recognizing investment gains or losses over
five-year period from the year in which they occur Investment gains or losses for this purpose are measured as the difference between
the expected return calculated using the market-related value of assets and the actual retum based on the market-related value of assets

The obligations and related costs for our defined benefit pension and other postretirement benefit plans retiree life insurance
and medical benefits are actuarially determined by applying assumptions including long-term rate of return on plan assets discount rates

compensation increases employee turnover rates and health care cost trend rates The two most critical assumptions are the long-term
rate of return on plan assets and the discount rate

For the long-term rate of return we develop our assumptions regarding the expected rate of return on plan assets based on
histoncal experience and projected long-term investment returns which are weighted to consider each plans target asset allocation For
the discount rate we base our assumptions on yield curve approach using Aa-rated corporate bonds and the expected timing of future
benefit payments For the projected compensation trend rate we consider short-term and long-term compensation expectations for

participants including salary increases and performance bonus payments For the health care cost trend rate for other postretirement
benefits we establish our assumptions for health care cost trends applying an initial trend rate that reflects both our recent historical

expenence and broader national statistics with an ultimate trend rate that assumes that the portion of gross domestic product devoted to

health care eventually becomes constant
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Pension and other postretirement benefit plan obligations represented an aggregate liability
in the amount of their net

underfunded status of $469 million and $514 million at December31 2010 and 2009 respectively Net penodic benefit costs were

$91 million $87 million and $47 million for the years ended December 31 2010 2009 and 2008 respectively See Note 13

Postemployment
Benefit Plans

Capitalized interestWe capitalize interest costs for qualifying construction and upgrade projects We capitalized interest

costs on construction work in progress of $89 million $182 million and 147 million for the years ended December 31 2010 2009 and

2008 respectively

Derivatives and hedgingFrom time to time we may enter into variety of denvative financial instruments in connection with

the management of our exposure to variability in foreign exchange rates and interest rates We record denvatives on our consolidated

balance sheet measured at fair value For derivatives that do not qualify for hedge accounting we recognize the gains and losses

associated with changes in the fair value in current period earnings See Note 12Derivatives and Hedging and Note 20Financial

Instruments and Risk Concentration

We may enter into cash flow hedges to manage our exposure to variability
of the expected future cash flows of recognized

assets or liabilities or of unrecognized forecasted transactions For derivative that is designated and qualifies as cash flow hedge we

initially recognize the effective portion of the gains or losses in other comprehensive income and subsequently recognize the gains and

losses in earnings in the period in which the hedged forecasted transaction affects earnings We recognize the gains and losses

associated with the ineffective portion of the hedges in interest expense in the period in which they are realized

We may enter into fair value hedges to manage our exposure to changes in fair value of recognized assets or liabilities such as

fixed-rate debt or of unrecognized firm commitments For derivative that is designated and qualifies as fair value hedge we

simultaneously recognize in current period earnings the gains or losses on the derivative along with the offsetting losses or gains on the

hedged item attributable to the hedged risk The resulting ineffective portion which is measured as the difference between the change in

fair value of the derivative and the hedged item is recognized in current period earnings

Foreign currencyThe majority of our revenues and expenditures are denominated in U.S dollars to limit our exposure to

foreign currency fluctuations resulting in the use of the U.S dollar as the functional currency for all of our operations Foreign currency

exchange gains and losses are pnmarily included in other income expense as incurred We had net foreign currency exchange gain of

less than $1 million for the year ended December 31 2010 We had net foreign currency exchange losses of $34 million and $3 million for

the years ended December 31 2009 and 2008 respectively

Income taxesWe provide for income taxes based upon the tax laws and rates in effect in the countries in which operations are

conducted and income is earned There is little or no expected relationship between the provision for or benefit from income taxes and

income or loss before income taxes because the countries in which we operate have taxation regimes that vary not only with respect to

nominal rate but also in terms of the availability
of deductions credits and other benefits Variations also anse because income earned

and taxed in any particular country or countries may fluctuate from year to year

We recognize deferred tax assets and liabilities for the anticipated future tax effects of temporary differences between the

financiaJ statement basis and the tax basis of our assets and liabilities using the applicable jurisdictional tax rates in effect at year end We

record valuation allowance for deferred tax assets when it is more likely
than not that some or all of the benefit from the deferred tax

asset will not be realized We provide valuation allowance to offset deferred tax assets for net operating losses NOL incurred during

the year in certain jurisdictions and for other deferred tax assets where in our opinion it is more likely than not that the financial statement

benefit of these losses will not be realized We provide valuation allowance for foreign tax credit carryforwards to reflect the possible

expiration of these benefits prior to their utilization

We maintain liabilities for estimated tax exposures in our jurisdictions of operation and the provisions and benefits resulting from

changes to those liabilities are included in our annual tax provision along with related interest and penalties Tax exposure items include

potential challenges to permanent establishment positions intercompany pricing disposition transactions and withholding tax rates and

their applicability These exposures are resolved primarily through the settlement of audits within these tax jurisdictions or by judicial

means but can also be affected by changes in applicable tax law or other factors which could cause us to revise past estimates See

Note 6Income Taxes

ReclassificationsWe have made certain redassifications to prior period amounts to conform with the current years

presentation These reclassifications did not have material effect on our consolidated statement of financial position results of

operations or cash flows

Subsequent eventsWe evaluate subsequent events through the time of our filing on the date we issue our financial

statements See Note 25Subsequent Events
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Note 3New Accounting Pronouncements

Recently Adopted Accounting Standards

ConsolidationEffective January 2010 we adopted the accounting standards update that requires enhanced transparency

of our involvement with variable interest entities WhiCh amends certain guidance for determining whether an enterpnse is varIable

interest entity requires qualitative rather than quantitative analysis to determine the primary beneficiary and requires continuous

assessments of whether an enterprise is the primary beneficiary of variable interest entity We evaluated these requirements particularly

with regard to our interests in Transocean Pacific
Drilling

Inc TPDI and Angola Deepwater Drilling Company Limited ADDCL and our

adoption did not have material effect on our consolidated statement of financial position results of operations or cash flows See

Note 4Variable Interest Entities

Fair value measurements and disclosuresEffective January 2010 we adopted the effective provisions of the accounting

standards update that clarifies existing disclosure requirements and introduces additional disclosure requirements for fair value

measurements The update requires entities to disclose the amounts of and reasons for significant transfers between Level and Level

the reasons for any transfers into or out of Level and information about recurring Level measurements of purchases sales issuances

and settlements on gross basis The update also clarifies that entities must provide fair value measurement disclosures for each

class of assets and liabilities and information about both the valuation techniques and inputs used in estimating Level and Level fair

value measurements We have applied the effective provisions of this accounting standards update in preparing the disclosures in our

notes to consolidated financial statements and our adoption did not have material effect on such disdosures See Note 2Significant

Accounting Policies

Subsequent eventsEffective for financial statements issued after February 2010 we adopted the accounting standards

update regarding subsequent events which darifies that U.S Securities and Exchange Commission SEC filers are not required to

disclose the date through which management evaluated subsequent events in the financial statements Our adoption did not have

material effect on the disclosures contained within our notes to consolidated financial statements See Note 2Significant Accounting

Policies

Recently Issued Accounting Standards

Fair value measurements and disclosuresEffective January 2011 we will adopt the remaining provisions of the

accounting standards update that clarifies existing disclosure requirements and introduces additional disclosure requirements for fair value

measurements The update requires entities to separately disclose information about purchases sales issuances and settlements in the

reconciliation of recurring Level measurements on gross basis The update is effective for interim and annual periods beginning after

December 15 2010 We do not expect that our adoption will have material effect on the disclosures contained in our notes to

consolidated financial statements

Note 4Variable Interest Entities

Consolidated variable interest entitiesTPDI and ADDCL joint venture companies in which we hold interests were formed to

own and operate certain ultra-deepwater drillships We have determined that each of these joint venture companies meets the criteria of

variable interest
entity

for accounting purposes because their equity at risk is insufficient to permit them to carry on their activities without

additional subordinated financial support from us We have also determined in each case that we are the primary beneficiary for

accounting purposes since we have the power to direct the construction marketing and operating activities which are the activities that

most significantly impact each entitys economic performance and we have the obligation to absorb majority of the losses or the
right

to receive majority of the benefits that could be potentially significant to the variable interest entity As result we consolidate TPDI and

ADDCL in our consolidated financial statements we eliminate intercompany transactions and we present the interests that are not owned

by us as noncontrolling interest on our consolidated balance sheets The carrying amounts associated with these
joint

venture companies

after eliminating the effect of intercompany transactions were as follows in millions

December 31 2010 December 31 2009

nç Nst___ ___ ___ Ms ___ --
Variable interest entity

IPOI 1.598 763 835 1500 763 737

ADDCL 864 345 519 582 4.82 100

Total 2462 1108 1354 2082 1245 837

At December 31 2010 and 2009 the aggregate carrying amount of assets of our consolidated vanable interest entities that were

pledged as security for the outstanding debt of our consolidated variable interest entities was $2191 million and $1975 million

respectively See Note 11Debt

Pacific Dnlling Limited Paciflc Dnlling Libenan company owns the 50 percent interest in TPDI that is not owned by us and

we present its interest in TPDI as noncontrolling interest on our consolidated balance sheets Beginning on October 18 2010 Pacific
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Drilling had the unilateral right to exchange its interest in TPDI for our shares or cash at its election at an amount based on an appraisal of

the fair value of the dnllships subject to certain adjustments Accordingly when this option became exercisable we reclassified the

carrying amount of Pacific Drillings interest from permanent equity to temporary equity located between liabilities and equity on our

consolidated balance sheets since the event that gives rise to potential redemption of the noncontrolling interest is not within our control

See Note 15Redeemable Noncontrolling Interest

Unconsolidated variable interest entitiesIn January 2010 we completed the sale of two Midwater Floaters GSF Arctic

and GSF Arctic IV to subsidiaries of Awilco Drilling Limited ADL U.K company see Note 9Drilling Fleet We have determined

that ADL meets the criteria of variable interest entity for accounting purposes because its equity at risk is insufficient to pemiit it to carry

on its activities without additional subordinated finanoal support We have also determined that we are not the primary beneficiary for

accounting purposes since although we hold significant financial interest in the variable interest entity and have the obligation to absorb

losses or receive benefits that could be potentially significant to the variable interest entity we do not have the power to direct the

marketing and operating activities which are the activities that most significantly impact the entitys economic performance

In connection with the sale we received net cash proceeds of $38 million and non-cash proceeds in the form of two notes

receivable in the aggregate amount of $165 million The notes receivable which are secured by the drilling units have stated interest

rates of percent and are payable in scheduled quarterly installments of principal and interest through matunty in January 2015 see

Note 19Fair Values of Financial Instruments We have also committed to provide ADL with working capital loan which is also

secured by the drilling units with maximum borrowing amount of $35 million Additionally we operated GSF Arctic IV under short-term

bareboat charter with ADL until November 2010 We evaluate the credit quality and financial condition of ADL quarterly At December 31

2010 the notes receivable and working capital loan receivable had no amounts past due and had aggregate carrying amounts of

$109 million and $6 million respectively

Note 5Impairments

Long-lived assetsOuring the year ended December 31 2010 we determined that the Standard Jackup asset group in our

contract drilling services reporting unit was impaired due to projected declines in dayrates and utilization We measured the fair value of

this asset group by applying combination of income and market approaches using projected discounted cash flows and estimates of the

exchange price that would be received for the assets in the principal or most advantageous market for the assets in an orderly transaction

between market participants as of the measurement date Our valuation utilized the projection of the future performance of the asset

group based on unobservable inputs that require significant judgment for which there is little or no market data including assumptions

regarding long-term projections for future revenues and costs dayrates rig utilization and idle time As result we determined that the

carrying amount of the Standard Jackup asset group exceeded its fair value and we recognized loss on impairment of long-lived assets

in the amount of $1.0 billion $3.15 per diluted share which had no tax effect dunng the year ended December31 2010

Goodwill and other indefinite-lived intangible assetsAs result of interim impairment testing in the year ended

December 31 2010 we determined that the goodwill associated with our oil and gas properties reporting unit was impaired Accordingly

we recognized loss on impairment of the full carrying amount of the goodwill associated with the reporting unit in the amount of $2 million

$0.01 per diluted share which had no tax effect As result of our annual impairment testing in the year ended December 31 2008 we

determined that the goodwill associated with our drilling management services reporting unit was impaired Accordingly we recognized

loss on impairment of the full carrying amount of goodwill associated with this reporting unit in the amount of $176 million $0.55 per diluted

share which had no tax effect

During the years ended December 31 2009 and 2008 we determined that the trade name intangible asset associated with our

drilling management services reporting unit was impaired due to market conditions resulting from the global economic downturn and

continued pressure on commodity prices We estimated the fair value of the trade name intangible asset using the relief from royalty

method valuation methodology that applies the income approach Our valuation required us to project the future performance of the

drilling management services reporting unit based on unobservable inputs that require significant judgment for which there is little or no

market data including assumptions for future commodity prices projected demand for our services rig availability and dayrates As

result of our evaluations in each of the years ended December 31 2009 and 2008 we determined that the carrying amount of the trade

name intangible asset exceeded its fair value and we recognized loss on impairment of $6 million $0.02 per diluted share which had no

tax effect and $31 million $20 million or $0.06 per diluted share net of tax respectively The carrying amount of the trade name

intangible asset recorded in other assets on our consolidated balance sheets was $39 million at both December 31 2010 and

December 312009

Definite-lived intangible assetsDuring the years ended December31 2009 and 2008 we determined that the customer

relationships intangible asset associated with our dnlling management services reporting unit was impaired due to market conditions

resulting from the global economic downturn and continued pressure on commodity prices We estimated the fair value of the customer

relationships intangible asset using the multipenod excess eamings method valuation methodology that applies the income approach

Our valuation required us to project the future performance of the drilling management services reporting unit based on unobservable

inputs that require significant judgment for which there is little or no market data including assumptions for future commodity prices

projected demand for our services
rig availability and dayrates As result of our evaluations in each of the years ended December 31

2009 and 2008 we determined that the carrying amount of the customer relationships intangible asset exceeded its fair value and
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recognized loss on impairment of $49 million $015 per diluted share which had no tax effect and $16 million $11 million or $0.04 per

diluted share net of tax respectively There was no impairment for the year ended December 31 2010 The carrying amount of the

customer relationships intangible asset recorded in other assets on our consolidated balance sheets was $59 million and $64 million at

December 31 2010 and 2009 respectively

Assets held for saleDuring the years ended December 31 2009 and 2008 we determined that GSF Arctic II and

GSF Arctic IV both dassified as assets held for sale were impaired due to the global economic downturn and pressure on commodity

pnces both of which had an adverse effect on our industry We estimated the fair values of these ngs based on an exchange price that

would be received for the assets in the principal or most advantageous market for the assets in an orderly transaction between market

participants as of the measurement date and considering our undertakings to the Office of Fair Trading in the U.K OFT that required

the sale of the
rigs

with certain limitations and in limited amount of tune We based our estimates on unobservable inputs that require

significant judgment for which there is little or no market data induding non-binding price quotes from unaffiliated parties considenng the

then-current market conditions and restrictions imposed by the OFT For each of the years ended December31 2009 and 2008 as

result of our evaluation we recognized loss on impairment of $279 million $0.87 per diluted share and $97 million $0 30 per diluted

share respectively which had no tax effect The carrying amount of assets held for sale was $186 million at December 31 2009 and

these assets were sold in the year ended December 31 2010 See Note 9Drilling Fleet

Note 6Income Taxes

Tax ProvisionTransocean Ltd holding company and Swiss resident is exempt from cantonal and communal income tax in

Switzerland but is subject to Swiss federal income tax At the federal level qualifying net dividend income and net capital gains on the

sale of qualifying investments in subsidiaries are exempt from Swiss federal income tax Consequently Transocean Ltd expects

dividends from its subsidiaries and capital gains from sales of investments in its subsidianes to be exempt from Swiss federal income tax

We conduct operations through our various subsidiaries in number of countries throughout the world all of which have taxation

regimes with varying nominal rates deductions credits and other tax attributes Our provision for income taxes is based on the tax laws

and rates applicable in the jurisdictions in which we operate and earn income There is little to no expected relationship between the

provision for or benefit from income taxes and income or loss before income taxes considering among other factors changes in the

blend of income that is taxed based on gross revenues versus income before taxes rig movements between taxing junsdictions and

our
rig operating structures

The components of our provision benefit for income taxes were as follows in millions

Years ended December 31

2010 2009 2008

Current tax expense 456 741 735

Deferred tax expense benefit 145 13

Income tax expense 311 754 743

Effective tax rate 23.9 19.2% 15.6%

We are subject to changes in tax laws treaties and regulations in and between the countries in which we operate or in which we

are incorporated or resident material change in these tax laws treaties or regulations could result in higher or lower effective tax rate

on our worldwide earnings

reconciliation of the differences between our income tax expense computed at the Swiss holding company statutory rate of

7.83 percent and our reported provision for income taxes for the years ended December 31 2010 and 2009 was as follows in millions

Years ended December 31

2010 2009

Income tax expense at the federal
statutory rate 102 307

Taxes on eamings subject to rates greater than the Swiss rate 89 321

Taxes on impairment loss subject to rates less than the Swiss rate 79

Changes in unrecognized tax benefits 71 135

Change in valuation allowance 46

Benefit from
foreign

tax credits 23 49

Othernet

Income tax expense 311 754
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For the year ended December 31 2008 our parent holding company was Cayman Islands company and our earnings were not

subject to income tax in the Cayman Islands because the country does not levy tax on corporate income As result we have not

presented reconciliation of the differences between the income tax provision computed at the statutory rate and the reported provision for

income taxes for this penod

The significant components of our deferred tax assets and liabilities were as follows in millions

December 31

2010 2009

Deferred tax assets

Dg ntract tanbIes 14

Netoperatinglosscarryforwards 114 135

Tax credit canyforwards 29 29

Accrued payroll expenses not currently
deductible 72 74

Deferred inme 84 74

Other 61 29

Valuation aNce 94 98
Total deferred tax assets 272 257

Deferred tax liabilities

Depredation and anodization 699 834

Drilling management services intangibles
26 27

Other 26 18
Total deferred tax liabilities 751 879

Net deferred tax liabilities 479 622

Our deferred tax assets include U.S foreign tax credit carryforwards of $29 million which will expire between 2015 and 2020

Deferred tax assets related to our NOLs were generated in various worldwide tax jurisdictions The tax effect of our Brazilian NOLs which

do not expire was $53 million and $59 million at December31 2010 and 2009 respectively On December 31 2009 our unrecognized

U.S capital loss carryforward expired We did not recognize deferred tax asset for the capital loss carryforward as it was not probable

that we would realize the benefit of this tax attribute Our operations do not normally generate capital gain income which is the only type

of income that may be offset by capital losses Certain activities related to the TODCO tax sharing agreement also serve to increase or

decrease the capital loss carryforward

For the year ended December 31 2010 the valuation allowance against our non-current deferred tax assets did not change

significantly For the year ended December 31 2009 the valuation allowance against our non-current deferred tax assets increased from

$52 million to $98 million resulting pnrnanly from reassessments of valuation allowances as well as the corresponding NOLs associated

with our Brazil operations

Our deferred tax liabilities include taxes related to the earnings of certain subsidiaries that are not permanently reinvested or that

will not be permanently reinvested in the future Should our expectations change regarding future tax consequences we may be required

to record additional deferred taxes that could have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

We consider the eamings of certain of our subsidiaries to be indefinitely reinvested As such we have not provided for taxes on

these unremitted earnings Should we make distribution from the unremitted earnings of these subsidiaries we would be subject to

taxes payable to various jurisdictions At December 31 2010 the amount of
indefinitely

reinvested eamings was approximately

$2.0 billion If all of these
indefinitely reinvested earnings were distributed we would be subject to estimated taxes of $150 million to

$200 million

Tax returnsWe file federal and local tax returns in several jurisdictions throughout the world With few exceptions we are no

longer subject to examinations of our U.S and non-U.S tax matters for years prior to 1999 For the years ended December 31 2010 and

December 31 2009 the amount of current tax benefit recognized from the settlement of disputes with tax authorities and from the

expiration of statutes of limitations was insignificant

Our tax returns in the other major jurisdictions in which we operate are generally subject to examination for periods ranging front

three to six years
We have agreed to extensions beyond the general examination periods in four major jurisdictions for up to 16 years

Tax authorities in certain jurisdictions are examining our tax returns and in some cases have issued assessments We are defending our

tax positions in those jurisdictions While we cannot predict or provide assurance as to the final outcome of these proceedings we do not

expect the ultimate liability to have material adverse effect on our consolidated statement of financial position or results of operations

although it may have material adverse effect on our consolidated cash flows
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The following is reconciliation of our unrecognized tax benefits excluding interest and penalties in millions

Years ended December 31

2010 2009 2008

BaIan beginning of period 460 372 299

Additions for current year tax positions 46 64 46

Additions for poor yew tax positions 62 67

Reductions for pnor year tax positions 11 22 36
Settlements 17
Reductions related to statute of limitation expirations 13

Balanceerxlofpeflod 485 460 372

The liabilities related to our unrecognized tax benefits including related interest and penalties that we recognize as component

of income tax expense were as follows in millions

December 31

2010 2009

Unrecognized tax benefits excluding interest and penalties 485 460

Interest and penalties 235 200

Unrecognized tax benefits including interest and penalties 720 660

For the years ended December 31 2010 2009 and 2008 we recognized interest and penalties related to our unrecognized tax

benefits recorded as component of income tax expense in the amount of $35 million $51 million and $24 million respectively If

recognized $693 million of our unrecognized tax benefits including interest and penalties as of December 31 2010 would favorably

impact our effective tax rate

It is reasonably possible that our existing liabilities for unrecognized tax benefits may increase or decrease in the year ending

December 31 2011 primarily due to the progression of open audits or the expiration of statutes of limitation However we cannot

reasonably estimate range of potential changes in our existing liabilities for unrecognized tax benefits due to various uncertainties such

as the unresolved nature of various audits

Tax positionsWith respect to our 2004 and 2005 U.S federal income tax returns the U.S tax authorities have withdrawn all

of their previously proposed tax adjustments except claim regarding transfer pricing for certain charters of
drilling rigs

between our

subsidiaries resulting in total proposed adjustment of approximately $79 million excluding interest We believe an unfavorable outcome

on this assessment with respect to 2004 and 2005 activities would not result in material adverse effect on our consolidated statement of

financial position results of operations or cash flows Although we believe the transfer pricing for these charters is materially correct we

have been unable to reach resolution with the tax authorities In August 2010 we filed petition with the U.S Tax Court to resolve this

issue

In May 2010 we received an assessment from the U.S tax authorities related to our 2006 and 2007 U.S federal income tax

returns In July 2010 we filed protest letter with the U.S tax authorities covering this assessment The significant issues raised in the

assessment relate to transfer pricing for certain charters of
drilling rigs between our subsidiaries and the creation of intangible assets

resulting from the performance of engineering services between our subsidiaries These two items would result in net adjustments of

approximately $278 million of additional taxes excluding interest An unfavorable outcome on these adjustments could result in material

adverse effect on our consolidated statement of financial position results of operations or cash flows We believe our returns are

materially correct as filed and we intend to continue to vigorously defend against all such daims

In addition the May 2010 assessment included adjustments related to series of restructunng transactions that occurred

between 2001 and 2004 These restructuring transactions impacted our basis in our former subsidiary TODCO which we disposed of in

2004 and 2005 The authonties are disputing the amount of capital losses that resulted from the disposition of TODCO We utilized

portion of the capital losses to offset capital gains on our 2006 2007 2008 and 2009 tax returns The majority of the capital losses were

unutilized and expired on December 31 2009 The adjustments would also impact the amount of certain net operating losses and other

carryovers into 2006 and later years The authorities are also contesting the characterization of certain amounts of income received in

2006 and 2007 as capital gain and thus the
availability

of the capital gain for offset by the capital loss These claims with respect to our

federal income tax returns for 2006 through 2009 could result in net tax adjustments of approximately $295 million An unfavorable

outcome on these potential adjustments could result in material adverse effect on our consolidated statement of financial position results

of operations or cash flows We believe that our tax returns are matenally correct as filed and we intend to vigorously defend against any

potential claims
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The May 2010 assessment also included certain claims with respect to withholding taxes and certain other items resulting in net

tax adjustments of approximately $166 million exdusive of interest In addition the tax authorities assessed penalties associated with the

various tax adjustments in the aggregate amount of approximately $92 million exclusive of interest We believe that our tax retums are

materially correct as filed and we intend to vigorously defend against any potential claims

Norwegian civil tax and cnminal authorities are investigating vanous transactions undertaken by our subsidiaries in 2001 and

2002 as well as the actions of certain of our former extema advisors on these transactions The authonties issued tax assessments of

approximately $268 million plus interest related to certain restructunng transactions approximately $117 million plus interest

related to the migration of subsidiary that was previously subject to tax in Norway approximately $71 million plus interest related to

2001 dividend payment and approximately $7 million plus interest related to certain foreign exchange deductions and dividend

withholding tax We have filed or expect to file appeals to these tax assessments We may be required to provide some form of financial

security in an amount up to $1.0 billion including interest and penalties for these assessed amounts as this dispute is appealed and

addressed by the Norwegian courts The authorities have indicated that they plan to seek penalties of 60 percent on all matters For these

matters we believe our retums are materially correct as filed and we have and will continue to respond to all information requests from the

Norwegian authorities We intend to vigorously contest any assertions by the Norwegian authorities in connection with the various

transactions being investigated An unfavorable outcome on these Norwegian civil tax matters could result in matenal adverse effect on

our consolidated statement of financial position results of operations or cash flows While we cannot predict or provide assurance as to

the final outcome of these proceedings we do not expect the ultimate resolution of these matters to have material adverse effect on our

consolidated statement of financial position or results of operations although it may have material adverse effect on our consolidated

cash flows

The Norwegian authorities issued notification of criminal charges against Transocean Ltd and certain of its subsidianes related

to disclosures included in one of our Norwegian tax returns This notification however does not itself constitute an indictment under

Norwegian law nor does it initiate legal proceedings but represents formal expression of suspicion and continued investigation All

income taxes interest charges and penalties related to this Norwegian tax return have previously been settled We believe that these

charges are without merit and plan to vigorously defend Transocean Ltd and its subsidiaries to the fullest extent

Certain of our Brazilian income tax returns for the years 2000 through 2004 are currenUy under examination The Brazilian tax

authorities have issued tax assessments totaling $115 million plus 75 percent penalty of $86 million and $138 million of interest through

December 31 2010 An unfavorable outcome on these proposed assessments could result in matenal adverse effect on our

consolidated statement of financial position results of operations or cash flows We believe our returns are materially correct as filed and

we are vigorously contesting these assessments On January 25 2008 we filed protest letter with the Brazilian tax authorities and we

are currenHy engaged in the appeals process

Note 7Earnings Per Share

The reconciliation of the numerator and denominator used for the computation of basic and diluted earnings per share is as

follows in millions except per share data

Years ended December 31

2010 2009 2008

Basic Diluted Basic Diluted Basic Diluted

Numerator for earnings per share

Necomeattributabletoconlrokginterest 961 961 3.181 3181 4.031 4031

Undisthbuted eamings allocable to
participating secunties 18 18i 10 10

Netincomeavailabletoshareholders 956 956 3163 3.163 4021 4021

Denominator for earnings per share

Weighted-average shares outstandUig 320 320 320 320 318 318

Effect of dilutive securities

Stock options and other share-based awards

Stock warrants

Weighted-average shares for per share ceiailation 320 320 320 321 318 321

Earnings per share 2.99 2.99 9.87 9.84 12.63 12.53

For the years ended December31 2010 2009 and 2008 we have excluded 2.2 million 1.7 million and 0.4 million share-based

awards respectively from the calculation since the effect would have been anti-dilutive

The 1.625% Series Convertible Senior Notes 1.50% Series Convertible Senior Notes and .50% Series Convertible

Senior Notes did not have an effect on the calculation for the periods presented See Note 1Debt
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Note 8Other Comprehensive Income

The allocation of other comprehensive income loss attributable to controlling interest anc to noncontrclg riterest was as

follows in millions

Years ended December 31

__
8S

Nc
Coiibosng cOfltrOHag

ToI rnsurs wesm

85 37

Co.trOin9 ccatroihng

Tota a.t.at .ntsqtt al

38

Other npee mme Qoss bobs mccme xos

income taxes related to othec mçxellensive income

OewconWtehense rncome Qoos net ci tax

12 21 61

24

215 118$ 85

1387 387

24

90 378 378

Indudes amounts attributable to noncontrolling interest and redeemable noncontrolling interest

The components of accumulated other comprehensive income loss net of tax were as follows in millions

Red.emabi Rd..nabl

No No no
Couog coneolhng cont1o1I Comr4Ing co.ti1bng conrolimg

3355 334S
13

___- ____c
332 131 3351

Amounts are net of income tax effect of $36 million and $45 million for December 31 2010 and 2009 respectIvely

2010 2009

UnrecognIzed corrtionents net periock beneM costs

Recognized conpoents of net penodic Deoett costs

Ikweccgnlzed garn loss on derIvative thsnei

RecognLzed gain
loss on denvatwe instruments

Other net

16

10
14

2008

16

19 29

12

Tots

24 24

2i

Unrecognized components of net periodic benet costs

Unrecognized gain loss on derivative investments

Unrealized loss on marketable securities

Accumulated other comprehensive income loss

December 31 2010 December 31 2009
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Note 9Drilling Fleet

ExpansionConstruction work in progress recorded in property and equipment was $1.5 billion and $3.7 billion at

December 31 2010 and 2009 respectively The following table presents actual capital expenditures and other capital additions induding

capitalized interest for our remaining major construction projects for the three years ended December 31 2010 in millions

Years ended December 31

2010 2009 2008 2007.2006 Total

Deepwater Champion 206 263 155 109 733

Discoverer India 203 291 250 744

Disverer Luanda 174 220 208 107 709

Transocean Honor 97 97

DhiubhaiDeeaterKG2be 36 371 91 179 677

Development Driller Ill 24 117 133 350 624

Dlsweer Inepabon 12 224 205 238 679

High-Specification Jackup TBN1

gcahon Th
Discoverer Americas 148 167 311 632

Discove.rClearLeaderb 115 107 409 637

Petrobras 10000 735 741

Dlhal Deepwater KG1 295 105 279 679

Sedco 700-series upgrades 71 124 396 591

CitaIlzedinterest 89 182 147 93 511

Mobilization costs 89 155 244

966 3187 1692 2471 8316

These costs indude our initial investment in Dee pwater Champion of $109 million and our initial investment in Development Driller II of $350 million

representing the estimated fair value of the ng at the time of our merger with GlobalSantaFe in November 2007

The accumulated construction costs of these ngs are no longer nduded in construction work in progress as their construction
projects

had been

completed as of December 31 2010

The costs for Discoverer Luanda represent 100 percent of expenditures incurred since inception ADDCL is responsible for all of these costs We

hold 65 percent interest in ADDCL and Angco Cayman Limited holds the remaining 35 percent interest

In November 2010 we made an initial installment payment of $97 million to purchase PPL Pacific Class 400 design jackup to be named

Transoceari Honor for $195 million The High-Specification Jackup is under construction at PPL Shipyard Pte Ltd in Singapore and is expected for

delivery in the fourth quarter of 2011

The costs for Dhirubha Deepwater KGI and Dhirubhai Deepwater KG2 represent 100 percent of TPDIs expenditures including
those incurred pnor

to our investment in the joint venture TPDI is responsible for all of these costs We hold 50 percent interest in TPDI and Pacific
Dnlling

holds the

remaining 50 percent interest

In December 2010 we made initial installment payments of $9 million each to purchase two Keppel EELS Super dass design jackups for

$186 million each The two High-Specification Jackups are under construction at Keppel EELS yard in Singapore and are expected for delivery in

the fourth quarter of 2012

In June 2008 we reached an agreement with joint venture formed by subsidiaries of Petrobras and Mitsui to acquire Petrobras 10000 under

capital lease contract In connection with the agreement we agreed to provide assistance and advisory sernces for the construction of the
rig

and

operating management services once the ng commenced operations On August 2009 we accepted delivery
of Petrobras 10000 and recorded

non-cash additions of $716 million to property and equipment net along with corresponding increase to long-term debt Total
capital additions

include $716 million in capital costs incurred by Petrobras and Mitsui for the construction of the
ditllship and $19 million of other capital expenditures

The capital lease agreement has 20-year term after which we will have the right
and

obligation to acquire the drillship for one dollar See

Note 1Debt and Note 14Conmit.rrients and Contingencies

In Mardi 2010 we acquired GSF Explorer an asset formerly held under capital lease in exchange for cash payment in the

amount of $15 million terminating the capital lease obligation See Note 1Debt

DispositionsDunng the
year ended December 31 2010 we completed the sale of two Midwater Floaters GSFArctic II and

GSF Arctic IV In connection with the sale we received net cash proceeds of $38 million and non-cash proceeds in the form of two notes

receivable in the aggregate amount of $165 million see Note 4Variable Interest Entities and Note 19Fair Values of Financial

Instruments We operated GSF Arctic IV under short-term bareboat charter with the new owner of the vessel until November 2010 As

result of the sale we recognized loss on disposal of assets in the amount of $15 million $0.04 per diluted share which had no tax

effect for the year ended December31 2010 For the year ended December31 2010 we recognized gain on disposal of other

unrelated assets in the amount of $5 million In December 2010 we entered into an agreement to sell our Standard Jackup
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Transocean Mercury and related equipment As of December 31 2010 Transocean Mercury had net carrying amount of less than

$1 million recorded in assets held for sale on our consolidated balance sheet See Note 25Subsequent Events

During the year ended December31 2009 we received net proceeds of $10 miNion in connection with our sale of Sedco 135-0

and disposals of other unrelated property and equipment and these disposals had no net effect on income taxes or net income In

addition we received net proceeds of $4 million in exchange for our 45 percent ownership interest in Caspian Drilling Company Limited

which operates Dada Gorgud and Istigal under long-terni bareboat charters with the owner of the rigs and $38 million in exchange for our

interest in Arab
Drilling

Workover Company During the year ended December 31 2009 we recognized loss on disposal of assets of

$9 million which had no tax effect

During the year ended December 31 2008 we completed the sale of three Standard Jackups GSF High Island VIII

GSF Adriatic III and GSF High Island We received cash proceeds of $320 million associated with the sales which had no effect on

earnings

Deepwater HorizonOn April 22 2010 the Ultra-Deepwater Floater Deepwater Horizon sank after blowout of the

Macondo well caused fire and explosion on the rig The rigs insured value was $560 million which was not subject to deductible and

our insurance underwriters dedared the vessel total loss During the year ended December 31 2010 we received $560 million in cash

proceeds from insurance recoveries related to the loss of the
drilling

unit and for the year ended December 31 2010 we recognized

gain on the loss of the
rig

in the amount of $267 million $0.83 per diluted share which had no tax effect See Note 14Commitments

and Contingencies

Note 10Goodwill and Other Intangible Assets

Goodwill and other indefinite-lived intangible assetsThe gross carrying amounts of goodwill and accumulated impairment

were as follows in millions

Year ended December 31 2010 Year ended December 31 2009

Goss Nit Gtoss Ac
Contract drilling services

Balancebeginningofpeiiod 10626 2494 8132 10620 2494 8126

Purchase price adjustment

Balanceendofperiod 10626 2494 8132 10626 2494 8132

Drilling management services

Balancebeginnlngoperiod 176 176 176 176

Balance end of period 176 176 176 176

Oil and gas properties

Balance beginning of period

Impairment

Balance end of period

Total goodwill

Balance begiiningofperiod 10.804 2670 8134 10798 2.670 8.128

Impairment

Balanceendofperiod 10.804 2672 8132 10804 2670 8134

The gross carrying amounts of the ADTI trade name which we consider to be an indefinite-lived intangible asset and

accumulated impairment were as follows in millions

Year ended December 31 2010 Year ended December 31 2009

Gos Nit Gou NitAcc__ __ __ ano

Trade name

Balance beginning of period 76 37 39 76 31 45

Impairment

Balance end otperiod 76 37 39 76 37 39
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Definite-lived intangible assetsThe gross carrying amounts of our drilling contract intangibles and
dnhling management

customer relationships both of which we consider to be definite-lived intangible assets and intangible liabilities and accumulated

amortization and impairment were as follows in millions

Year ended December 31 2010

Gioss uoon Ns

aid

anoul ___

Customer relationships

Balance beginning of period

Amotzaflon

Balance end of period

Total definite-lived intangible assets

Balance beginning of period

Amothzabon

Balance end of period

121

49 49

84 64

Drilling contract intangible assets

Balance beginning of period

nortizabon

Balance end of period

Year ended December 31 2009

191

191

AccarUMsd

Gross anoebzaioii

aid cwyvig__
167

18

185

24

18

191

191

123

44

167

68

44
24

148 84 64 148 27

148 89 59 148

339 252 87 339 150

23 23 53

49
339 275 64 339 252

189

53
49
87

593

325

268

Drilling contract intangible liabilities

Bce beginning of period 1494 1.226 268 1494 901

116 116 325 ________

Bice end of period 1494 1.342 152 1494
________

We amortize the dnlling contract intangibles over the term of the respective drilling contracts using the straight-tine method of

amortization recognized in contract intangible revenues on our consolidated statements of operations We amortize the customer

relationships intangible asset over its 15-year life using the straight-line method of amortization recognized in operating and maintenance

expense on our consolidated statements of operations The estimated net future amortization related to intangible assets and liabilities as

of December 31 2010 was as follows in millions

Drikig

Cumi_
Years ending December 31

2011 45$
2012 42
2013 25
2014 15
2015 14
Thereafter 34

147 59
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Note 11Debt

Debt net of unamortized discounts premiums and fair value adjustments was comprised of the following in millions

December 31 2010 December 31 2009

1rwisocs Co..soldMsd 1.ansocsa ConwNdaS.d

LW UI UI
.sV CcoIpdd id .imt ConscIidaI.d

O01LoFaty ios 10$ 10$ 10

Commercial paper program Ia 88 88 281 281

6.6 5% desdueAxI2011 167 167 170 170

5%NotesdueFebcuary2Ol3 255 255 247 247

5.25% Senior Noms due March 2013 511 511 496 496

TPDI Credit Facilities due Marth 2015 560 560 581 581

4.95%SeniorNomsdueNoveller2015a 1099 1.099

ADDCLCredrtFaohbesdueNovember20l7 242 242 454 454

6.00% Senicw Noms due March 2018a 997 997 997 997

375% Senior Notes due April 2018 247 247 247 247

IPOI Noses due 0cber 2019 148 148 148 148

6.50% Senior Notes due November 2020 Ia 899 899

15 15

8% Debentures due April 2027 57 57 57 57

7.45% Noses due 2027 96 96 96 96

7%NotesdueJune2O28 313 313 313 313

Ctit lease coiad due August2029 694 694 711 711

75% Notes due April 2031a 598 598 598 598

1.625% SedesAConverle SariorNoes due December2037 11 11 1.261 1261

50% Series Convertible Senior Notes due December 2037 1625 1625 2057 2057

1.50% Sodas Convei1e Senior Noses due December 2037 1605 1605 1979 1979

6.80% Senior Notes due March 2038 999 999 999 999

Totaldebt 10271 950 11221 10534 1183 11717

Less debt due within one year

001 t.oen Faty 10 10 10 10

Commerci paper program 88 88 281 281

6L625% Noms due 2011a 167 167

TPDlCreditFadlitesdueMarct2015 70 70 52 52

ADOCt Credit Facilies due November 2017 25 25 248 248

CapitalleasecontractdueAugust2o29 16 16 16 16

1.625% SedesAConverthie SetiorNotes due December2037 11 11 1261 1261

50% Series Convertible Senior Notes due December 2037a 1625 1625

Total debt due wiiti one 1917 95 2012 1568 300 1868

Total
long-term debt 8354 855 9209 8966 883 9.849

Transocean Inc 100 percent owned subsidiary of Transocean Ltd is the issuer of the notes and debentures which have beer guaranteed by

Transocean Ltd Transocean Ltd has also guaranteed borrowings under the commercial paper program and the Five-Year Revolving Credit Facility

Transocean Ltd has no independent assets or operations its guarantee of debt securities of Transocean Inc is full and unconditional and its only

other subsidiary not owned indirectly through Transocean Inc is minor Transocean Inc.s only operating assets are its investments in its operating

subsidianes Transocean Inc independent assets and operations other than those related to investments in its subsidiaries and balances

pnmanly pertaining
to its cash and cash equivalents and debt are less than two percent of the total consolidated assets and operations of

Transocean Ltd. arid thus substantially all of the assets and operations exist within these non-guarantor operating companies Furthermore

Transocean Ltd and Transocean Inc are not subject to any significant restrictions on their ability to obtain funds from their consolidated subsdianes

or entities accounted for under the equity method by dividends loans or return of capital distributions
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Scheduled maturitiesIn preparing the scheduled maturities of our debt we assume the rioteholders will exercise their options

to require us to repurchase the 1.50% Series Convertible Senior Notes and 1.50% Series Convertible Senior Notes in December 2011

and 2012 respectively At December 31 2010 the scheduled maturities of our debt were as follows in millions

Trsoc Consohdalsd

and Conw4àda.d

_____ _____ total

Years ending Deceriiber 31

2011 1970 95 2065

2012 1741 97 1.838

2013 770 98 868

2014 22 100 122

2015 1123 340 1463

Thereafter 4.797 220 5.017

Total debt excluding unamoilized disaunts premmms vakie adjustments 10423 950 11373

Totaf unamortized discounts premiums and fair value adjustments 152 152

10271 950 11221

ODL Loan FacilityWe have $10 million loan
facility

with Overseas
Drilling Limited ODL under loan agreement dated

December 2009 as amended the ODL Loan Facility ODL may demand repayment of the borrowings under the loan
facility at any time

upon written notice five business days in advance Any amounts due to us from ODL may be offset against the borrowings at the time of

repayment As of December 31 2010 and 2009 $10 million was outstanding under the ODL Loan Facility

Commercial paper programWe maintain commercial paper program the Program which is supported by the Five-Year

RevoMng Credit Facility under which we may issue privately placed unsecured commercial paper notes for general corporate purposes

up to maximum aggregate outstanding amount of $1.5 billion Proceeds from commercial paper issuance under the Program may be

used for general corporate purposes At December 31 2010 $88 million in commercial paper was outstanding at weighted-average

interest rate of .0 percent including commissions

6.625% Notes and 7.5% NotesIn April2001 Transocean Inc issued $700 million aggregate principal amount of

6.625% Notes due April
2011 and $600 miflion aggregate principal amount of 7.5% Notes due Aphl 2031 The indenture pursuant to which

the notes were issued contains resthctions on creating liens engaging in saleeaseback transactions and engaging in merger
consolidation or reorganization transactions At December31 2010 $166 million and $600 million principal amount of the 6.625% Notes

and 7.5% Notes respectively were outstanding

Five-Year Revolving Credit FacilityWe have $2.0 billion five-year revolving credit facility under the Five-Year Revolving

Credit
Facility Agreement dated November 27 2007 as amended Five-Year Revolving Credit Facility We may borrow under the

Five-Year Revolving Credit
Facility

at either the adjusted London Interbank Offered Rate LIBOR plus margin the Five-Year

Revolving Credit Facility Margin based on our Debt Rating based on our current Debt Rating margin of 1.325 percent or the Base

Rate plus the Five-Year Revolving Credit Facility Margin less one percent per annum Throughout the term of the Five-Year Revolving

Credit Facility we pay facility fee on the daily amount of the underiying commitment whether used or unused which ranges from

0.10 percent to 0.30 percent based on our Debt Rating and was 0.175 percent at December 31 2010 The Five-Year Revolving Credit

Facility expires on November 27 2012 and may be prepaid in whole or in part without premium or penalty The Five-Year Revolving Credit

Facility indudes limitations on creating liens incurring subsidiary debt transactions with affiliates saleeaseback transactions mergers

and the sale of substantially all assets The Five-Year Revolving Credit Facility also indudes covenant imposing maximum debt to

tangible capitalization ratio of 0.6 to 1.0 Borrowings under the Five-Year RevoMng Credit
Facility are subject to acceleration upon the

occurrence of an event of default At December 31 2010 we had $1.9 billion available borrowing capacity we had $81 million in letters of

credit issued and outstanding and we had no borrowings outstanding under the Five-Year Revolving Credit Facility

5% Notes and 7% NotesTwo of our wholly-owned subsidiaries are the obligors on the 5% Notes due 2013 the 5% Notes
and the 7% Notes due 2028 the 7% Notes and we have not guaranteed either obligation The respective obligor may redeem the

5% Notes and the 7% Notes in whole or in part at price equal to 100 percent of the principal amount plus accrued and unpaid interest if

any and make-whole premium The indentures related to the 5% Notes and the 7% Notes contain limitations on creating liens and

sale/leaseback transactions At December 31 2010 $250 million and $300 million aggregate pnncipal amount of the 5% Notes and the

7% Notes respectively remained outstanding See Note 12Derivatives and Hedging

5.25% 6.00% and 6.80% Senior NotesIn December 2007 Transocean Inc issued $500 million aggregate pnncipal amount

of 5.25% Senior Notes due March 2013 the 5.25% Senior Notes $1.0 billion aggregate principal amount of 6.00% Senior Notes due

March 2018 the 6.00% Senior Notes and $1.0 billion aggregate principal amount of 6.80% Senior Notes due March 2038 the
6.80% Senior Notes Transocean Inc may redeem some or all of the notes at any time at redemption price equal to 100 percent of

the pnncipal amount plus accrued and unpaid interest if any and make-whole premium The indenture pursuant to which the notes

were issued contains restrictions on creating liens engaging in sale/leaseback transactions and engaging in merger consolidation or
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reorganization transactions At December 31 2010 $500 million $1 billion and $1 billion principal amount of the 5.25% Senior Notes the

6.00% Senior Notes and the 6.80% Senior Notes respectively were outstanding See Note 12Derivatives and Hedging

TPDI Credit FacilitiesTPDI has bank credit agreement for $1 .265 billion secured credit facility the TPDI Credit

Facilities comprised of $1.0 billion senior term loan $190 million junior term loan and $75 million revolving credit
facility

which was

established to finance the construction of and is secured by Dhirubhai Deepwater KGI and Dhirubhai Deepwater KG2 One of our

subsidiaries participates in the senior and junior term loans with an aggregate commitment of $595 million The senior term loan the junior

term loan and the revolving credit
facility

bear interest at LIBOR plus the applicable margins of 1.45 percent 2.25 percent and

1.45 percent respectively The senior term loan requires quarterly payments with final payment in March 2015 The junior term loan

and the revolving credit facility are due in full in March 2015 The TPDI Credit Facilities may be prepaid in whole or in part without

premium or penalty The TPDI Credit Facilities have covenants that require TPDI to maintain minimum cash balance and available

liquidity
minimum debt service ratio and maximum leverage ratio At December 31 2010 $1.1 billion was outstanding under the TPDI

Credit Facilities of which $543 million was due to one of our subsidiaries and was eliminated in consolidation The weighted-average

interest rate on December 31 2010 was 1.9 percent

In April 2010 TPDI obtained letter of credit in the amount of $60 million to satisfy its liquidity requirements under the TPDI

Credit Facilities The letter of credit was issued under an uncommitted credit facility that has been established by one of our subsidiaries

4.95% Senior Notes and 6.50% Senior NotesIn September 2010 we issued $1.1 billion aggregate principal amount of

4.95% Senior Notes due November 2015 the 4.95% Senior Notes and $900 million aggregate principal amount of 6.50% Senior Notes

due November 2020 the 6.50% Senior Notes and together with the 4.95% Senior Notes the Senior Notes We are required to pay

interest on the Senior Notes on May 15 and November 15 of each year beginning November 15 2010 We may redeem some or all of the

Senior Notes at any time at redemption price equal to 100 percent of the principal amount plus accrued and unpaid interest if any and

make whole premium The indenture pursuant to which the Senior Notes were issued contains resthclions on creating liens engaging in

sale/leaseback transactions and engaging in merger consolidation or reorgarnzation transactions At December 31 2010 Si .1 blllion and

$900 million aggregate principal amount of the 4.95% Senior Notes and 6.50% Senior Notes respectively were outstanding

ADDCL Credit FacilitiesADDCL has senior secured bank credit agreement for credit facility the ADDCL Primary Loan

Facility comprised of Tranche Tranche and Tranche for $215 million $270 million and $399 million respectively which was

established to finance the construction of and is secured by Discoverer Luanda Unaffiliated financial institutions provide the commitment

for and borrowings under Tranthe and one of our subsidiaries provides the commitment for Tranche In March 2010 ADDCL

terminated Tranche having repaid borrowings of $235 million under Tranche using borrowings under Tranche Tranche bears

interest at LIBOR plus the applicable margin of 0.725 percent Tranche requires semi-annual payments beginning six months after the

rigs first well commencement date and matures in December 2017 The ADDCL Primary Loan Facility contains covenants that require

ADDCL to maintain certain cash balances to service the debt and also limits ADDCLs
ability

to incur additional indebtedness to acquire

assets or to make distributions or other payments At December31 2010 $215 million was outstanding under TrancheA at

weighted-average interest rate of 1.2 percent At December31 2010 $399 million was outstanding under Tranche which was

eliminated in consolidation

Additionally ADDCL has secondary bank credit agreement for $90 million credit facility the ADDCL Secondary Loan

Facility for which one of our subsidiaries provides 65 percent of the total commitment The
facility

bears interest at LIBOR plus the

applicable margin ranging from 3.125 percent to 5.125 percent depending on certain milestones The ADDCL Secondary Loan Facility is

payable in full in December 2015 and it may be prepaid in whole or in part without premium or penalty Borrowings under the ADDCL

Secondary Loan Facility are subject to acceleration by the unaffiliated financial institution upon the occurrence of certain events of default

including the occurrence of credit rating assignment of less than Baa3 or BBB- by Moodys Investors Service or Standard Poors

Ratings Services respectively for Transocean Inc.s long-term unsecured unguaranteed and unsubordinated indebtedness At

December 31 2010 $77 million was outstanding under the ADDCL Secondary Loan Facility of which $50 million was provided by one of

our subsidiaries and has been eliminated in consolidation The weighted-average interest rate on December 31 2010 was 3.4 percent

7.375% Senior NotesIn March 2002 we completed an exchange offer and consent solicitation for TODCOs 7.375% Senior

Notes the Exchange Offer As result of the Exchange Offer we issued $247 million principal amount of our 7.375% Senior Notes

The indenture pursuant to which the 7.375% Senior Notes were issued contains restrictions on creating liens engaging in sale/leaseback

transactions and engaging in merger consolidation or reorganization transactions At December 31 2010 $246 million principal amount

of the 7.375% Senior Notes were outstanding

TPDI NotesTPDI has issued promissory notes the TPDI Notes payable to its two shareholders Pacific Drilling and one of

our subsidiaries which have maturities through October 2019 At December 31 2010 the aggregate outstanding principal amount was

$296 million of which $148 million was due to one of our subsidiaries and has been eliminated in consolidation The weighted-average

interest rate on December 31 2010 was 2.6 percent

7.45% Notes and 8% DebenturesIn April 1997 predecessor of Transocean Inc issued $100 million aggregate principal

amount of 7.45% Notes due Apnl 2027 the 7.45% Notes and $200 million aggregate principal amount of 8% Debentures due April 2027

the 8% Debentures The 7.45% Notes and the 8% Debentures are redeemable at any time at Transocean Inc.s option subject to

make-whole premium The indenture pursuant to which the 745% Notes and the 8% Debentures were issued contains restrictions on
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creating liens engaging in saleReaseback transactions and engaging in merger consolidation or reorganization transactions At

December 31 2010 $100 million and $57 million principal amount of the 7.45% Notes and the 8% Debentures respectively were

outstafldin9

GSF Explorer capital lease obligationDuring the year ended December 31 2010 we acquired GSF Explorer an asset

formerly held under capital lease in exchange for cash payment of $15 million thereby terminating the capital lease obligation In

connection with the termination of the capital lease obligation we recognized gain on debt retirement of $2 million which had no per

diluted share or tax effect See Note 9Drilling Fleet

1.625% Series 1.50% Series and 1.50% Series Convertible Senior NotesIn December 2007 we issued S2.2 billion

aggregate principal amount of 1.625% Series Convertible Senior Notes due December 2037 the Series Convertible Senior Notes

$2.2 billion aggregate principal amount of 1.50% Series Convertible Senior Notes due December 2037 the Series Convertible Senior

Notes and $2.2 billion aggregate principal amount of 1.50% Series Convertible Senior Notes due December 2037 the Sehes

Convertible Senior Notes and together with the Series Convertible Senior Notes and Series Convertible Senior Notes the

Convertible Senior Notes The Convertible Senior Notes may be converted under the circumstances specified below at rate of 5.93 10

shares per $1000 note equivalent to conversion price of $168.61 per share subject to adjustments upon the occurrence of certain

events Upon conversion we will deliver in lieu of shares cash up to the aggregate principal amount of notes to be converted and shares

in respect of the remainder if any of our conversion obligation In addition if certain fundamental changes occur on or before

December 20 2011 with respect to Series Convertible Senior Notes or December 20 2012 with respect to Series Convertible Senior

Notes we will in some cases increase the conversion rate for holder electing to convert notes in connection with such fundamental

change

Holders may convert their notes only under the following circumstances during any calendar quarter if the last reported sale

price of our shares for at least 20 trading days in period of 30 consecutive trading days ending on the last trading day of the preceding

calendar quarter is more than 130 percent of the conversion price during the five business days after the average trading price per

$1000 principal amount of the notes is equal to or less than 98 percent of the average conversion value of such notes during the

preceding five trading-day period as described herein during specified periods if specified disthbtitions to holders of our shares are

made or specified corporate transactions occur prior to the dose of business on the business day preceding the redemption date if the

notes are called for redemption or on or after September 15 2037 and prior to the dose of business on the business day prior to the

stated maturity of the notes As of December 31 2010 no shares were issuable upon conversion of any series of the Convertible Senior

Notes since none of the circumstances giving rise to potential conversion were present

We may redeem some or all of the notes at any time after December 20 2011 in the case of the Series Convertible Senior

Notes and December 20 2012 in the case of the Series Convertible Senior Notes in each case at redemption price equal to

100 percent of the principal amount plus accrued and unpaid interest if any Holders of the Series Convertible Senior Notes have the

right to require us to repurchase their notes on December 152011 In addition holders of any series of notes will have the
right

to require

us to repurchase their notes on December 14 2012 December 15 2017 December 15 2022 December 15 2027 and December 15

2032 and upon the occurrence of fundamental change at repurchase price in cash equal to 100 percent of the principal amount of the

notes to be repurchased plus accrued and unpaid interest if any

The carrying amounts of the liability components of the Convertible Senior Notes were as follows in millions

December 31 2010 December 31 2009

Uno Uno Ca__ __ ao __ Mfl Wno

CarTying amount of Iiabthty component

Series Convertible Senior Notes due 2037 11 11 1299 38 1261

SeriesBConvertibleSeniorNotesdue2037 1.680 55 1625 2.200 143 2.057

Series Convertible Senior Notes due 2037 1722 117 1605 2200 221 1979

The carrying amounts of the equity components of the Convertible Senior Notes were as follows in millions

December 31

2010 2009

Carrying amount of equity Coniponhilt

Series Cornierlible Se Noes 2037 114

Series Convertible Senior Notes due 2037 210 275

Series Convertible Senior Notes due 2037 276 352
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Induding the amortization of the unamortized discount the effective interest rates were 5.08 percent for the Series Convertible

Senior Notes and 5.28 percent for the Series Convertible Senior Notes At December 31 2010 the remaining period over which the

discount will be amortized is less than one year for the Series Convertible Senior Notes and 1.9 years for the Series Convertible

Senior Notes Interest expense excluding amortization of debt issue costs was as follows in millions

Yes ended December31

2010 2009 2008

Interest expense

Series Convertible Senior Notes due 2037 58 85 97

Series Convertible Senior Notes due 2037 98 100 97

Series Convertible Senior Notes due 2037 100 97

Holders of the Series Convertible Senior Notes had the option to require Transocean Inc our wholly owned subsidiary and the

issuer of the Series Convertible Senior Notes to repurchase all or any part of such holders notes on December 15 2010 As result

we were required to repurchase an aggregate principal amount of $1288 million of our Series Convertible Senior Notes for an aggregate

cash payment of $1288 million On December 31 2010 Transocean Inc called the remaining $11 million of Series Convertible Senior

Notes for redemption on January 31 2011 See Note 25Subsequent Events

During the year ended December 31 2010 we repurchased an aggregate principal amount of $520 million of the Series

Convertible Senior Notes for an aggregate cash payment of $505 million and an aggregate pnncipal amount of $478 million of the Series

Convertible Senior Notes for an aggregate cash payment of $453 million In connection with the repurchases we recognized loss on

retirement of $35 million $0.11 per diluted share with no tax effect associated with the debt components of the repurchased notes and

we recorded additional paid-in capital of $14 million associated with the equity components of the repurchased notes

During the year ended December 31 2009 we repurchased an aggregate principal amount of $901 million of the Series

Convertible Senior Notes for an aggregate cash payment of $865 million We recognized loss of $28 million associated with the debt

component of the instrument and recorded additional paid-in capital of $22 million associated with the equity component of the instrument

Note 12Derivatives and Hedging

Cash flow hedgesTPDI has entered into interest rate swaps which have been designated and have qualified as cash flow

hedge to reduce the variability of cash interest payments associated with the variable-rate borrowings under the TPDI Credit Facilities

The aggregate notional amount corresponds with the aggregate outstanding amount of the borrowings under the TPDI Credit Facilities As

of December 31 2010 the aggregate notional amount was $1.1 billion of which $543 million was attributable to the intercompany

borrowings provided by one of our subsidiaries and the related balances have been eliminated in consolidation At December 31 2010

the weighted-average variable interest rate associated with the interest rate swaps was 0.3 percent and the weighted-average fixed

interest rate was 2.3 percent At December 31 2010 the interest rate swaps represented liability
measured at fair value of $11 million

recorded in other long-term liabilities with corresponding increase to accumulated other comprehensive loss At December 31 2009

the interest rate swaps represented an asset measured at fair value of $6 million recorded in other assets and liability measured at

fair value of less than $1 million recorded in other long-term liabilities with corresponding net decrease to accumulated other

comprehensive loss The amount associated with the ineffective portion of the cash flow hedges was less than $1 million recorded in

interest expense for the years ended December 31 2010 and 2009

In February 2009 Transocean Inc entered into interest rate swaps with an aggregate notional value of $1 billion which were

designated and qualified as cash flow hedge to reduce the variability of our cash interest payments on the borrowings under term loan

Under the interest rate swaps Transocean Inc received interest at one-month LIBOR and paid interest at fixed rate of 0.768 percent

over the six-month period ended August 2009 Upon their stated maturity Transocean Inc settled these interest rate swaps with no

gain or loss recognized No ineffectiveness was recorded in interest expense

Fair value hedgesTwo of our wholly owned subsidiaries have entered into interest rate swaps which are designated and

have qualified as fair value hedges to reduce our exposure to changes in the fair values of the 5.25% Senior Notes and the 5.00% Notes

The interest rate swaps have aggregate notional amounts of $500 million and $250 million respectively equal to the face values of the

hedged instruments and have stated maturities that coincide with those of the hedged instruments We have determined that the hedging

relationships qualify for and we have applied the shortcut method of accounting under which the interest rate swaps are considered to

have no ineffectiveness and no ongoing assessment of effectiveness is required At December 31 2010 the weighted-average vanable

interest rate on the interest rate swaps was 3.5 percent and the fixed interest rates matched those of the underlying debt instruments At

December 31 2010 the interest rate swaps represented an asset measured at fair value of $17 million recorded in other assets with

corresponding increase to the carrying amounts of the underlying debt instruments At December 31 2009 the interest rate swaps

represented liability measured at fair value of $4 million recorded in other long-term liabilities with corresponding decrease to the

carrying amount of the underlying debt instrument

AR-96



TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Note 13Postemployment Benefit Plans

Defined benefit pension plans and other postretirement employee benefit plans

OverviewWe maintain single qualified defined benefit pension plan in the U.S the U.S Plan and single funded

supplemental benefit plan the Supplemental Plan The U.S Plan covers substantially all U.S employees and the Supplemental Plan

along with two other unfunded supplemental benefit plans the Other Supplemental Plans provide certain eligible employees with

benefits in excess of those allowed under the U.S Plan Additionally we maintain two funded and two unfunded defined benefit plans

collectively the Frozen Plans that we assumed in connection with our mergers with GlobalSantaFe and RB Falcon all of which were

frozen pnor to the respective mergers and for which benefits no longer accrue but the pension obligations have not been
fully distributed

We refer to the U.S Plan the Supplemental Plan the Other Supplemental Plans and the Frozen Plans collectively as the -U.S Plans

We maintain defined benefit plan in the U.K the U.K Plan covering certain current and former employees in the U.K We

also provide several funded defined benefit plans pnmanly group pension schemes with life insurance companies and two unfunded

plans covering our eligible Norway employees and former employees the Norway Plans We also maintain unfunded defined benefit

plans the Other Plans that provide retirement and severance benefits for certain of our Indonesian Nigerian and Egyptian employees

We refer to the U.K Plan the Norway Plans and the Other Plans collectively as the Non-U.S Plans

We refer to the U.S Plans and the Non-U.S Plans collectively as the Transocean Plans Additionally we have several

unfunded contributory and noncontributory other postretirement employee benefits plans the OPEB Plans covering substantially all of

our U.S employees

AssumptionsThe following were the weighted-average assumptions used to determine benefit obligations

December 31 2010 December 31 2009

U.S Non.4J.S OPB U.S No..LJ$ OPEB

Pns __ Ps

DisuM rate 5.48% 5.81% 4.92% 5.84% 5.59% 5.52%

Compensation trend rate 4.24% 4.65% ri/a 4.21% 4.73% n/a

The following were the weighted-average assumptions used to determine net penodic benefit costs

Year ended December 31 2010 Year ended December 31 2009 Year ended December 31 2008

U.S Non.U.S OPEB U.S Non-U.S OPEB US Non-U

___ __ __ ___ ___ ___ ___ Pin OPEB PNon

Discxuntrate 5.86% 5.67% 5.51% 5.41% 6.06% 5.34% 6.14% 5.97% 596%

Expectedrateof return 8.49% 6.65% n/a 8.50% 6.59% ri/a 8.50% 7.16% n/a

Compensation trend rate 4.21% 4.77% n/a 4.21% 4.55% n/a 4.57% 4.64% n/a

Health care cost trend rate

n/a n/a 8.00% n/a n/a 8.99% n/a n/a 8.55%

-ultimate ri/a n/a 5.00% ri/a n/a 5.00% n/a n/a 5.00%

-ultimate year n/a n/a 2016 n/a n/a 2016 n/a n/a 2014

ri/a means not applicable
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Funded statusThe changes in projected benefit obligation plan assets and funded status and the amounts recognized on our

consolidated balance sheets were as follows in millions

Year ended December 31 2010 Year ended December 31 2009

U.S Noi-U.S OPEB Non-U OPEB

Pis Tol Pta
_________

Change in prolected benefit obligation

Prededbene.bemingopeflod 932 403 54 1389 900 250 64 1214

Ptanamennents

AjwWgainslosses net 89 46 45 31 86 16 39

Servicecost 42 20 63 4.4 63

ktst 54 20 77 50 17 70

Foi-esgncurrencyexchangerate 13 13 40 40

Bs.isAbpald 51 14 70 32 11 47

Partiöpant contsibutions

Speclal termination benefits

Settlements and curtailments

ProjedbentalIgatioi.endofpehod 1068 374 56 1.498 932 403 54 1.389

Change in plan assets

value of plan assets beginning of period 594 281 875 455 208 663

ActualretumOnplanassets 85 29 114 121 31 152

Foreii QJT8CY exdaige rate thanges 11 11 31 31

Employer contnbutions 69 45 118 50 20 73

PaI3a1t contitutions

Benefits paid 51 14 70 32 47

FEvalue of plan assets end of period 697 332 1029 594 281 875

Fundedstatusendoperiod 371 42 56 469 338 122 54 514

Balance sheet classification end of period

Pensionassetnon-current 85 8S
Accrued pension Iiab.lrty current 10

Awuedpensionhabty.non-asrent 368 48 52 468 333 120 51 504

Accumulated other comprei-iensive income loss 308 61 371 264 17 379

Amounts are before income tax effect

The aggregate projected benefit obligation and fair value of plan assets for plans with projected benefit obligation in excess of

plan assets were as follows in millions

December 312010 December 31 2009

US Non.US OPEB US Non-US OPEB

Plans Plan Plans Total Plans Plxn Plans Total

Projected benefit
obligation 1.068 290 56 1.414 932 403 54 1389

Fair value of plan assets 697 248 945 594 281 875

The accumulated benefit obligation for all defined benefit pension plans was S1.3 billion and S1.1 billion at December 31 2010

and 2009 respectively The aggregate accumulated benefit obligation and fair value of plan assets for plans with an accumulated benefit

obligation in excess of plan assets were as follows in millions

December 312010 December 31 2009

Non-U OPEB Ii Non-U OPEB

Plans Plans Total Plans Plans Plans Total

Accumulated benefitobligation 921 269 56 1.246 789 344 54 1.187

Fair value of plan assets 697 248 945 594 281 875
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Plan assetsWe periodically review our investment policies plan assets and asset allocation strategies to evaluate

performance relative to specified objectives In determining our asset allocation strategies for the U.S Plans we review the results of

regression models to assess the most appropriate target allocation for each plan given the plans status demographics and duration For

the U.K Plans the plan trustees establish the asset allocation strategies consistent with the regulations of the U.K pension regulators and

in consultation with financial advisors and company representatives Investment managers for the U.S Plans and the U.K Plan are given

established ranges within which the investments may deviate from the target allocations For the Norway Plans we establish minimum

returns under the terms of investment contracts with insurance companies

As of December 31 2010 and 2009 the weighted-average target and actual allocations of the investments for our funded

Transocean Plans were as follows

Actual allocation at December 31

Target allocation

US Non-US

65% 52%

35o 15%

As of December 31 2010 the investments for our funded

2010

US Non-US

pn pn
65% 53%

34% 10%

1% 37%

100% 100%

Transocean Plans were categorized as follows in millions

December31 2010

eM
Non.U.S Trwocsi

Pn Pn

Fixed income securities

U.S government

US coipocate

Non-U.S goNnwne.1

Non-U.S

ToW Ixed iicome secisiles

Other Investments

Ca
Property

Investment conacta

Total other investments

Total ivestments

59

175

59

175

31

84

122

2009

Eqiity seaities

Fixed income securities

Other vestments

Total

Equfty securifles

U.S

Non-US

ToW eqilly secuillee

100

33%

100%

US

Plans

72%

27 0/0

1%

100%

Non-U.S

Pn
57%

11

32%

100%

Quolsd pnc actro mackits

Ito .d.oncal au.ts

Non.U.S

Plan

U.S Transoc.ai

Plan Plans

359 359

91 91

450 450

Total

U.S Non-U.S Transocsai

Plans Plan Plans

59

75

28$ 28

148 150

176 178

359

93

452

28

148

176

387

241

628

59

75

34 34 34 34

241 241 34 34 241 34 275

31 35 35

84 84 __ 84

31 35 91 91
________

126

695$ 31$ 726$ 2$ 301$ 303$ 697$ 332 $1029
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As of December 31 2009 the investments for our funded

Total iwesiments

iosd pncss acas tsF
br insaF

U.S Nor-U.S Traiisocsai

Plan Plan Plan

Transocean Plans were categorized as follows in mdhions

109 109 109 109

38 38 38 38

30 30 30 30

11 11 11 11

__ __ __ 77 77

__ __ 90 94

594 281 875592 594 279 281

The U.S Plans invest in passively managed funds that reference market indices The Non-U.S Plans invest in actively

managed funds that are measured for performance against relevant index benchmarks or that are subject to contractual terms under

selected insurance programs Each plans investment managers have discretion to select the securities held within each asset category

Given this discretion the managers may occasionally invest in our debt or equity securities and may hold either long or short positions in

such securities As the plan investment managers are required to maintain well diversified portfolios the actual investment in our

securities would be immaterial relative to asset categories and the overall plan assets

Net periodic benefit costsNet periodic benefit costs before tax induded the following components in millions

Yea ended December31 2010

US Nor-U Tainocsor

Plan Plan Plan

42$ 20$ 62

54 20 74

58 17 75

Year ended December 31 2009

U.S Nor-U.S Trainocssa

Plan Plan Plans

44 18 62

50 17 67

55 16 71

Year ended December31 200$

Ncr-U.S 1sas.cscr

Plan Plan __
30 16 46

47 17 64

53 21 74

For the OPEB Plans the combined components of net periodic benefit costs induding service cost interest cost amortization of

prior service cost and recognized net actuarial losses were $2 million $3 million and $3 million for the years ended December 31 2010

2009 and 2008 respectively

The following table presents the amounts in accumulated other comprehensive income before tax that have not been

recognized as components of net penodic benefit costs in millions

December 312009

othvoU.irb

U.S Ncr-U.S minnoossa

Plan Plans Plain

Equity scurftles

U.S

Non-U

Total
equity securities

Fixed income securities

U.S goverTiTient

U.S corporate

Non-U.S government

NonU.S

Total bed rncome secljibes

Other kivestinents

Cath

Pmperiy

hvestinent

Total other investments

Total

U.S Non-U.S Irniscessa

Plan Plans Plan

341$ 341$ 25$ 25$ 341$ 25$ 366

88 88 13.6 138 90 136 226

429 429 161 163 431 161 592

12 12

159 159 30 30

77 77

88 88

12

159 30

12

189

Service coet

Interest cost

Expected return on plan assets

Settlements and curtailments

Special temnabon benefits

Actuarial losses net

Prior service cost credit net

Transition obgabon net

Net periodic benefit costs

13 17 18 20

58$ 31$ 89 60$ 24$ 84 30 14 44

Actuarial loss net

Prior service cost credit net

Transition obligation net

Total

December 31 2010 December31 2009

U.S Non-U.S OPSS US Nor-U.S Sfi
Plan Plan Plain ToIM Plan Plan Plain Tola

5319$ 52$ $378 $277 117$ 5$ 399

11 13 22

S308 $61 371 264 117 379
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The following table presents the amounts in accumulated other comprehensive income expected to be recognized as

components of net penodic benefit costs dunng the year ending December 31 2011 in millions

Year ending December 31 2011

US Non4J.S OPB
Plans Plans Plans Tot

Actuariailossnet 22 24

Pnor service cost credit net

Transition obligation net

Total amount expected to be recognized 21 22

Funding contributionsDunng the years ended December 31 2010 2009 and 2008 we contributed $115 million $73 million

and $78 million respectively to the Transocean Plans and the OPEB Plans using our cash flows from operations For the year ending

December 31 2011 we expect to contribute $93 million to the Transocean Plans and we expect to fund benefit payments of

approximately $4 million for the OPEB Plans as costs are incurred

Benefit paymentsThe following were the projected benefits payments in millions

NonUS OPEB

Plans Ps Plans TaUl

Years ending December 31

2011 37 48

2012 40 51

2013 42 54

2014 45 57

2015 47 60

2016-2020 285 57 22 364

Defined contribution plans

We sponsor three defined contribution plans including one qualified defined contribution savings plan covering certain

employees working in the U.S the U.S Savings Plan one defined contribution savings plan covering certain employees working

outside the U.S and U.K the Non-U.S Savings Plan and one defined contribution pension plan that covers certain employees

working outside the U.S the Non-U.S Pension Plan

For the U.S Savings Plan and the Non-U.S Savings Plan we make matching contribution of up to 6.0 percent of each

covered employees base salary based on the employees contribution to the plan For the Non-U.S Pension Plan we contribute

between 4.5 percent and 6.5 percent of each covered employees base salary based on the employees years of eligible service We

recorded approximately $69 million $67 million and $51 million of expense related to our defined contribution plans for the years ended

December 31 2010 2009 and 2008 respectively

Severance plan

Following our merger with GlobalSantaFe in 2007 we established plan to consolidate operations and administrative functions

and identified 377 employees that were involuntarily terminated pursuant to this plan We recognized $5 million $17 million and $5 million

of severance expense recorded in operating and maintenance expense and in general and administrative expense for the years ended

December 31 2010 2009 and 2008 respectively No additional expense will be recognized under the severance plan which expired in

January 2010 The
liabdity

associated with the severance plan recorded in other current liabilities was $1 million and $17 million at

December 31 2010 and 2009 respectively Since the severance plans inception in 2007 we have paid an aggregate amount of

$74 million in termination benefits under the plan including $21 million $18 million and $33 million paid during the years ended

December 31 2010 2009 and 2008 respectively
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Note 4Commitnients and Contingencies

Lease obligations

We have operating tease commitments expiring at vanous dates pnncipalty for reat estate office space and office equipment In

August 2009 we accepted delivery of Petrobras 10000 an asset held under capital lease through August 2029 Additionally in

March 2010 we acquired GSF Explorer an asset formerly held under capital lease in exchange for cash payment terminating the

capital lease obligation in the amount of $15 million see Note 11Debt Rental expenses for all leases induding leases with terms of

less than one year was approximately $98 million $99 million and $89 million for the years ended December 31 2010 2009 and 2008

respectively As of December 31 2010 future minimum rental payments related to noncancellable operating leases and the capital leases

were as follows in millions

Years ending December 31

2011 66 36

2012 72 31

2013 72 23

2014 73 16

2015 73 12

Thereafter 990 32

Total future minimum rental payment 1346 150

Less amount representing imputed interest 652
Preserfl value future minimum rental paymentsunder capital leases 694

Less current portion induded in debt due within one year 16
Long-term capital lease obligation 678

The following were the aggregate carrying amount of our assets held under capital lease as of December 31 2010 and 2009

respectively in millions

December31

2010 2009

Property and equipment cost 740 982

Accumulated depreciation 20 27
Property and equipment net 720 955

Depreciation expense associated with our assets held under capital lease was $23 million $14 million and $12 million for the

years ended December 31 2010 2009 and 2008 respectively The amount for the year ended December 31 2010 includes only

three months of depreciation expense for GSF Explorer through the date of our acquisition of the ng in March 2010

Purchase obligations

At December 31 2010 our purchase obligations pnmanly related to our newbuilds were as follows in millions

Years ending December 31

2011 381

2012 149

2013

2014

2015

Thereafter

Total 530
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Macondo well incident

OverviewOn April 22 2010 the Ultra-Deepwater Floater Deepwater Horizon sank after blowout of the Macondo well caused

fire and explosion on the rig Eleven persons were declared dead and others were injured as result of the incident At the time of the

explosion Deepwater Horizon was located approximately 41 miles off the coast of Louisiana in Mississippi Canyon Block 252 and was

contracted to BP America Production Co

As we continue to investigate the cause or causes of the incident we are evaluating its consequences Although we cannot

predict the final outcome or estimate the reasonably possible range of loss with certainty we have recognized liability
for estimated loss

contingencies that we believe are probable and for which reasonable estimate can be made We have also recognized receivable for

the portion of this liability that we believe is recoverable from insurance As of December 31 2010 the amount of the estimated liability

was $135 million recorded in other current liabilities and the corresponding estimated recoverable amount was $94 million recorded in

accounts receivable net on our consolidated balance sheet New information or future developments could require us to adjust our

disclosures and our estimated liabilities and insurance recovenes See Contractual indemnity

Litigation--As of December31 2010 304 actions or claims were pending against Transocean entities along with other

unaffiliated defendants in state and federal courts Additionally government agencies have initiated investigations into the Macondo well

incident We have categorized below the nature of the legal actions or claims We are evaluating all claims and intend to vigorously

defend any claims and pursue any and all defenses available In addition we believe we are entitled to contractual defense and indemnity

for all wrongful death and personal injury daims made by non-employees and third-party subcontractors employees as well as all liabilities

for pollution or contamination other than for pollution or contamination originating on or above the surface of the water See

Contractual indemnity

Wrongfuldeath arid personal injuryAs of December 31 2010 we and one or more of our subsidianes have been named along

with other unaffiliated defendants in 30 complaints that were pending in state and federal courts in Louisiana and Texas invoMng multiple

plaintiffs that allege wrongful death and other personal injunes arising out of the Macondo well incident Per the order of the Multi-District

Litigation Panel the MDL these claims have been centralized for discovery purposes in the U.S Disthct Court Eastern District of

Louisiana The complaints generally allege negligence and seek awards of unspecified economic damages and punitive damages BP plc

together with its affiliates BP MI-SWACO Weatherford Ltd and Cameron International Corporation and certain of its affiliates have

based on contractual arrangements also made indemnity demands upon us with respect to personal injury and wrongful death daims

asserted by our employees or representatives of our employees against these entities See Contractual indemnity

Economic /ossAs of December 31 2010 we and one or more of our subsidiaries were named along with other unaffiliated

defendants in 70 individual complaints as well as 185 putative dass-action complaints that were pending in the federal and state courts in

Louisiana Texas Mississippi Alabama Georgia Kentucky South Carolina Tennessee Flonda and possibly other courts The

complaints generally allege among other things potential economic losses as result of environmental pollution arising out of the

Macondo well incident and are based primarily on the Oil Pollution Act of 1990 OPA and state OPA analogues See Environmental

matters One complaint also alleges violation of the Racketeer Influenced and Corrupt Organizations Act but we were not named in this

particular master complaint The plaintiffs are generally seeking awards of unspecified economic compensatory and punitive damages as

well as injunctive relief See Contractual indemnity Per the order of the MDL the economic loss daims filed in federal courts have

been or will be centralized for discovery purposes in the U.S District Court Eastern District of Louisiana Absent agreement of the parties

however the cases will be tried in the courts from which they were transferred

Federal securities claimsThree federal securities law class actions are currently pending in the U.S District Court Southern

District of New York naming us and certain of our officers and directors as defendants Two of these actions generally allege violations of

Section 10b of the Securities Exchange Act of 1934 the Exchange Act Rule lOb-5 promulgated under the Exchange Act and

Section 20a of the Exchange Act in connection with the Macondo well incident The plaintiffs are generally seeking awards of unspecified

economic damages including damages resulting from the decline in our stock price after the Macondo well incident The third action was

filed by former GlobalSantaFe shareholder alleging that the proxy statement related to our shareholder meeting in connection with our

merger with GlobalSantaFe violated Section 14a of the Exchange Act Rule 14a-9 promulgated thereunder and Section 20a of the

Exchange Act The plaintiff claims that GlobalSantaFe shareholders received inadequate consideration for their shares as result of the

alleged violations and seeks rescission and compensatory damages

Shareholder derivative claimsIn June 2010 two shareholder derivative suits were filed by our shareholders naming us as

nominal defendant and certain of our officers and directors as defendants in the District Courts of the State of Texas The first case

generally alleges breath of fiduciary duty unjust enrichment abuse of control gross mismanagement and waste of corporate assets in

connection with the Macondo well incident and the other generally alleges breath of fiduciary duty unjust enrichment and waste of

corporate assets in connection with the Macondo well incident The plaintiffs are generally seeking on behalf of Transocean restitution

and disgorgement of all profits benefits and other compensation from the defendants

Environmental mattersEnvironmental claims under two different schemes statutory arid common law and in two different

regimes federal and state have been asserted against us See LitigationEconomic loss Liability under many statutes is imposed

without fault but such statutes often allow the amount of damages to be limited In contrast common law
liability requires proof of fault

and causation but generally has no readily defined limitation on damages other than the type of damages that may be redressed We
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have described below certain significant applicable environmental statutes and matters relating to the Macondo well incident As described

below we believe that we have limited statutory environmental
liability

and we are entitled to contractual defense and indemnity for all

liabilities for pollution oi- contamination other than for pollution or contamination originating on or above the surface of the water See

Contractual indemnity

Oil Pollution ActCPA imposes strict
liability on responsible parties of vessels or facilities from which oil is discharged into or

upon navigable waters or adjoining shore lines OPA defines the responsible parties with respect to the source of discharge We believe

that the owner or operator of mobile offshore dnliing unit M00U such as Oeepwaler Horizon is only responsible party with respect

to discharges from the vessel that occur on or above the surface of the water As the responsible party for Deepwater Honzon we believe

we are responsible only for the discharges of oil emanating from the rig Therefore we believe we are not responsible for the discharged

hydrocarbons from the Macondo well

Responsible parties for discharges are liable for removal and cleanup costs damages that result from the discharge

including natural resources damages generally up to
statutorily

defined limit reimbursement for govemment efforts and certain

other specified damages For responsible parties of MODUs the limitation on liability is determined based on the gross tonnage of the

vessel The statutory limits are not applicable however if the discharge is the result of gross negligence willful misconduct or violation of

federal construction or permitting regulations by the responsible party or party in contractual relationship with the responsible party

Additionally the National Pollution Funds Center NPFC division of the U.S Coast Guard is charged with administering the

Oil Spill Liability Trust Fund OSLTF The NPFC collects fines and civil penalties under OPA from responsible parties as defined in the

statute The payments are directed to the OSLTF To date the NPFC has issued nine invoices to BP Anadarko Petroleum Corporation

together with its affiliates Anadarko and MOEX Offshore LLC together with its affiliates MOEX as the operator and leasehold

owners of the well and thus the statutorily defined responsible parties for discharges from the well and welihead To date BP has paid all

nine of these invoices Invoices have also been sent to us and we have acknowledged responsible party status only with respect to

discharges from the vessel on or above the surface of the water if any

In addition on December 15 2010 the Department of Justice the DOJ filed civil lawsuit against us and other unaffiliated

defendants The complaint alleges violations under OPA and the Clean Water Act and the DOJ reserved its rights to amend the complaint

to add new claims and defendants The complaint asserts that all defendants named are jointly and severally liable for all removal costs

and damages resulting from the Macondo well incident In addition to the civil complaint the DOJ served us with Civil Investigative

Demands CIDs on December 2010 These demands are part of an on-going investigation by the DOJ to determine if we made false

claims in connection with the operators acquisition of the leasehold interest in the Mississippi Canyon Block 252 Gulf of Mexico and

drilling operations on Deepwater Honzon

We have also received claims directly from individuals pursuant to OPA requesting compensation for loss of income as result

of the Macondo well incident BP has accepted responsible party status with the U.S Coast Guard for the release of hydrocarbons from

the Macondo well and has stated its intent to pay all legitimate claims and we have not paid any of these claims

Other federal statutesSeveral of the claimants have made assertions under other statutes induding the Clean Water Act the

Endangered Species Act the Migratory Bird Treaty Act the Clean Air Act the Comprehensive Environmental Response Compensation

and
Liability

Act and the Emergency Planning and Community Right-to-Know Act

State environmental lawsAs of December 31 2010 daims had been asserted by private claimants under state environmental

statutes in Florida Louisiana Mississippi and Texas As described below claims asserted by various state and local govemments are

pending in Alabama Florida Louisiana and Texas

In June 2010 the Louisiana Department of Environmental Quality the LDEQ issued consolidated compliance order and

notice of potential penalty to us and certain of our subsidiaries asking us to eliminate and remediate discharges of oil and other pollutants

into waters and property located in the State of Louisiana and to submit plan and report in response to the order We requested that the

LDEQ rescind the enforcement actions against us and our subsidiaries because the remediation actions that are the subject of such orders

are actions that do not involve us or our subsidiaries as we are not involved in the remediation or clean-up activities Altematively if the

LDEQ would not rescind the enforcement actions altogether we requested the LDEQ to dismiss the enforcement actions against us and

certain of our subsidianes as these entities are not proper parties to the enforcement actions and were improperly served In

October 2010 the LDEQ rescinded its enforcement actions against us and our subsidiaries but reserved its rights to seek civil penalties for

future violations of the Louisiana Environmental Quality Act

In September 2010 the State of Louisiana filed declaratory judgment seeking to designate us as responsible party under

OPA and the Louisiana Oil Spill Prevention and Response Act LOSPRA1 for the discharges emanating from the Macondo well

Specifically the declaratory judgment claims that we are responsible party under OPA for all hydrocarbons discharged from the

Macondo well including underwater discharges of oil from the well head that we as responsible party are jointly severally and

strictly liable for the spill from the Macondo well in accordance with OPA that we are responsible party under the Louisiana Oil
Spill

Prevention and Response Act for all hydrocarbons discharged from the Macondo well induding underwater discharges of oil from the well

head that we as responsible party are jointly severally and
strictly

liable for the spill from the Macondo well in accordance with the

LOSPRA and seeks an award Plaintiffs costs incurred in pursuing this action as allowed by law
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Additionally suits have been filed by the State of Alabama and the cities of Greenville Evergreen Georgiana and McKenzie

AJabarn.a the U.S District Court Middle District of Alabama the Mexican States of Veracnjz Quintana Roo and Tamaulipas in the U.S

District Court Western District of Texas and the City of Panama City Beach Florida in the U.S Distnct Court Northern District of Florida

Generally these governmental entities allege economic losses under OPA and other statutory environmental state claims and also assert

various common law state claims The claims of the State of Alabama the cities in Alabama and the Mexican States have been

centralized in the MDL and will proceed in accordance with the MDL scheduling order and the City of Panama City Beachs daim was

voluntarily dismissed

By letter dated May 2010 the Attorneys General of the five Gulf Coast states of Alabama Florida Louisiana Mississippi and

Texas informed us that they intend to seek recovery of pollution clean-up costs and related damages arising from the Macondo well

incidenL In addition by letter dated June 21 2010 the Attorneys General of the 11 Atlantic Coast states of Connecticut Delaware

Georgia Maine Maryland Massachusetts New Hampshire New York North Carolina Rhode Island and South Carolina informed us that

their states have not sustained any damage from the Macondo well incident but they would like assurances that we will be responsible

financially
if damages are sustained We responded to each letter from the Attorneys General and indicated that we intend to fulfill our

obligations as responsible party for any discharge of oil from Deepwater Horizon on or above the surface of the water and we assume

that the operator will similarly fulfill its obligations under OPA for discharges from the undersea well Other than the lawsuit filed by the

State of Alabama discussed above no further requests have been made or actions taken with regard to the initial communication

Wreck removalBy letter dated December 2010 the Coast Guard requested us to formulate and submit comprehensive oil

removal plan to remove any diesel fuel contained in the sponsons and fuel tanks that can be recovered from Deepwater Horizon We have

conducted survey of the rig wreckage and are reviewing the results We have insurance coverage for wreck removal for up to 25 percent

of Deepwater Horizons insured value or $140 million with any excess wreck removal
liability generally covered to the extent of our

remaining excess liability limits

Contractual indemnitytinder our drilling contract for Deepwater Honzon the operator has agreed among other things to

assume full responsibility for and defend release and indemnify us from any loss expense claim fine penalty or liability for pollution or

contamination induding control and removal thereof arising out of or connected with operations under the contract other than for pollution

or contamination originating on or above the surface of the water from hydrocarbons or other specified substances within the control and

possession of the contractor as to which we agreed to assume responsibility and protect release and indemnify the operator Although

we do not believe it is applicable to the Macondo well incident we also agreed to indemnify and defend the operator up to limit of

$15 million for claims for loss or damage to third parties arising from pollution caused by the rig while it is off the dnlling location while the

rig
is underway or during drive off or drift off of the rig from the dnlling location The operator has also agreed among other things to

defend release and indemnify us against loss or damage to the reservoir and loss of property nghts to oil gas and minerals below the

surface of the earth and to defend release and indemnify us and bear the cost of bringing the well under control in the event of

blowout or other loss of control We agreed to defend release and indemnify the operator for personal injury and death of our employees

invitees and the employees of our subcontractors while the operator agreed to defend release and indemnify us for personal injury and

death of its employees invitees and the employees of its other subcontractors other than us We have also agreed to defend release and

indemnify the operator for damages to the
rig

and equipment including salvage or removal costs

Although we believe we are entitled to contractual defense and indemnity given the potential amounts involved in connection

with the Macondo well incident the operator may seek to avoid its indemnification obligations In particular the operator in response to

our request for indemnification has generally reserved all of its
rights

and stated that it could not at this time conclude that it is obligated to

indemnify us In doing so the operator has asserted that the facts are not sufficiently developed to determine who is responsible and has

cited variety of possible legal theones based upon the contract and facts still to be developed We believe this reservation of rights is

without
justification

and that the operator is required to honor its indemnification obligations contained in our contract and described above

Other legal proceedings

Asbestos litigationIn 2004 several of our subsidiaries were named along with numerous other unaffihiated defendants in

21 complaints filed on behalf of 769 plaintiffs in the Circuit Courts of the State of Mississippi and which claimed injuries arising out of

exposure to asbestos allegedly contained in
drilling

mud during these plaintiffs employment in
drilling

activities between 1965 and 1986

Special Master appointed to administer these cases pre-tiial subsequently required that each individual
plaintiff

file separate lawsuit

and the original 21 multi-plaintiff complaints were then dismissed by the Circuit Courts The amended complaints resulted in one of our

subsidiaries being named as direct defendant in seven cases We have or may have an indirect interest in an additional 12 cases The

complaints generally allege that the defendants used or manufactured asbestos-containing products in connection with
drilling operations

and have included allegations of negligence products liability strict
liability and claims allowed under the Jones Act and general mantime

law The
plaintiffs generally seek awards of unspecified compensatory and punitive damages In each of these cases the complaints

have named other unaffiliated defendant companies including companies that allegedly manufactured the drilling-related products that

contained asbestos The preliminary information available on these claims is not sufficient to determine if there is an identifiable period for

alleged exposure to asbestos whether any asbestos exposure
in fact occurred the vessels potentially involved in the claims or the basis

on which the
plaintiffs

would support claims that their injuries were related to exposure to asbestos However the initial evidence available

would suggest that we would have significant defenses to liability and damages In 2009 two cases that were part of the
original

2004

multi-plaintiff suits went to trial in Mississippi against unaffihiated defendant companies which allegedly manufactured dnhhing-related

products containing asbestos We were not defendant in either of these cases One of the cases resulted in substantial jury verdict in
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favor of the plaintiff and this verdict was subsequently vacated by the trial judge on the basis that the
plaintiff

failed to meet its burden of

proof While the courts decision is consistent with our general evaluation of the strength of these cases it has not been reviewed on

appeal The second case resulted in verdict completely in favor of the defendants There were two additional trials in 2010 one

resulting in substantial verdict for the
plaintiff

and one resulting in complete verdict for the defendants We were not defendant in

either case and both of the matters are currently on appeal We intend to defend these lawsuits vigorously although there can be no

assurance as to the ultimate outcome We historically have maintained broad
liability

insurance although we are not certain whether

insurance will cover the liabilities if any ansing out of these claims Based on our evaluation of the exposure to date we do not expect the

liability if any resulting from these claims to have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

One of our subsidiaries was involved in lawsuits arising out of the subsidiarys involvement in the design construction and

refurbishment of major industrial complexes The operating assets of the subsidiary were sold and its operations discontinued in 1989

and the subsidiary has no remaining assets other than the insurance policies involved in its
litigation with its insurers and either directly or

indirectly as the beneficiary of qualified settlement fund funding from settlements with insurers assigned rights from insurers and

coverage-in-plac settlement agreements with insurers and funds received from the communication of certain insurance policies The

subsidiary has been named as defendant along with numerous other companies in lawsuits alleging bodily injury or personal injury as

result of exposure to asbestos As of December 31 2010 the subsidiary was defendant in approximately 1037 lawsuits Some of these

lawsuits indude multiple plaintiffs and we estimate that there are approximately 2.440 plaintiffs in these lawsuits For many of these

lawsuits we have not been provided with sufficient information from the plaintiffs to determine whether all or some of the
plaintiffs have

claims against the subsidiary the basis of any such claims or the nature of their alleged injuries The first of the asbestos-related lawsuits

was filed against this subsidiary in 1990 Through December 31 2010 the amounts expended to resolve claims including both defense

fees and expenses and settlement costs have not been matenal all known deductibles have been satisfied or are inapplicable and the

subsidiarys defense fees and expenses and costs of settlement have been met by insurance made available to the subsidiary The

subsidiary continues to be named as defendant in additional lawsuits and we cannot predict the number of additional cases in which it

may be named defendant nor can we predict the potential costs to resolve such additional cases or to resolve the pending cases

However the subsidiary has in excess of $1 billion in insurance limits potentially available to the subsidiary Although not all of the policies

may be fully available due to the insolvency of certain insurers we believe that the subsidiary will have sufficient funding from settlements

and ciaims payments from insurers assigned rights from insurers and coverage-in-place settlement agreements with insurers to respond

to these claims While we cannot predict or provide assurance as to the final outcome of these matters we do not believe that the current

value of the claims where we have been identified will have material impact on our consolidated statement of financial position results of

operations or cash flows

Rio de Janeiro tax assessmentIn the third quarter of 2006 we received tax assessments of approximately $188 million from

the state tax authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for taxes on equipment imported into the state

in connection with our operations The assessments resulted from preliminary finding by these authorities that our subsidiarys record

keeping practices were deficient We currently believe that the substantial majority of these assessments are without merit We filed an

initial response with the Rio de Janeiro tax authorities on September 2006 refuting these additional tax assessments In

September 2007 we received confirmation from the state tax authorities that they believe the additional tax assessments are valid and as

result we filed an appeal on September 27 2007 to the state Taxpayers Council contesting these assessments While we cannot

predict or provide assurance as to the final outcome of these proceedings we do not expect it to have material adverse effect on our

consolidated statement of financial position results of operations or cash flows

Brazilian import license assessmentIn the fourth quarter of 2010 one of our Brazilian subsidiaries received an assessment

from the Brazilian federal tax authorities in Rio de Janeiro of approximately $235 million based upon the alleged failure to timely apply for

import licenses for certain equipment and for allegedly providing improper information on import license applications We responded to the

assessment on December 22 2010 and we currently believe that substantial majority of the assessment is without merit While we

cannot predict or provide assurance as to the final outcome of these proceedings we do not expect it to have material adverse effect on

our consolidated statement of financial position results of operations or cash flows

Patent litIgationIn 2007 several of our subsidiaries were sued by Heerema Engineering Services Heerema in the United

States District Court for the Southern District of Texas for patent infringement claiming that we infringe their U.S patent entitled Method

and Device for
Drilling

Oil and Gas Heerema claims that our Enterprise class advanced Enterprise class Express class and

Development Driller class of drilling ngs operating in the U.S Gulf of Mexico infringe on this patent Heererna seeks unspecified damages

and injunctive relief The court has held hearing on construction of Heeremas patent but has not yet issued decision We deny liability

for patent infringement believe that Heeremas patent is invalid and intend to vigorously defend against the claim We do not expect the

liability if any resulting from this claim to have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

Other mattersWe are involved in various tax matters and various regulatory matters We are also involved in lawsuits relating

to damage claims arising out of hurricanes Katrina and Rita all of which are insured and which are not material to us In addition as of

December 31 2010 we were involved in number of other lawsuits including dispute for municipal tax payments in Brazil and dispute

involving customs procedures in India neither of which is material to us and all of which have ansen in the ordinary course of our

business We do not expect the
liability

if any resulting from these other matters to have matenal adverse effect on our consolidated
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statement of financial position results of operations or cash flows We cannot predict with certainty the outcome or effect of any of the

litigation
matters specifically descnbed above or of any such other pending or threatened litigation There can be no assurance that our

beliefs or expectations as to the outcome or effect of any lawsuit or other litigation matter will prove correct and the eventual outcome of

these matters could materially differ from managements current estimates

Other environmental matters

Hazardous waste disposal sitesWe have certain potential liabilities under the Comprehensive
Environmental Response

Compensation and Liability Act CERCLK and similar state acts regulating cleanup of various hazardous waste disposal sites including

those descnbed below CERCLA is intended to expedite the remediation of hazardous substances without regard to fault Potentially

responsible parties PRPs for each site include present and former owners and operators of transporters to and generators of the

substances at the site Liability
is strict and can be joint

and several

We have been named as PRP in connection with site located in Santa Fe Spnngs California known as the Waste

Disposal Inc site We and other PRPs have agreed with the U.S Environmental Protection Agency EPA and the DOJ to settle our

potential liabilities for this site by agreeing to perform the remaining remediation required by the EPA The form of the agreement is

consent decree which has been entered by the court The parties to the settlement have entered into participation agreement which

makes us liable for approximately eight percent of the remediation and related costs The remediation is complete and we believe our

share of the future operation and maintenance costs of the site is not material There are additional potential liabilities related to the site

but these cannot be quantified and we have no reason at this time to believe that they will be matenal

One of our subsidiaries has been ordered by the California Regional Water Quality Control Board CRWQCB to develop

testing plan for site known as Campus 1000 Fremont in Aihambra California This site was formerly owned and operated by certain of

our subsidiaries It is presently owned by an unrelated party which has received an order to test the property We have also been advised

that one or more of our subsidiaries is likely
to be named by the EPA as PRP for the San Gabnel Valley Area Superfund site which

includes this property Testing has been completed at the property but no contaminants of concern were detected In discussions with

CRWQCB staff we were advised of their intent to issue us no further action letter but it has not yet been received Based on the test

results we would contest any potential liability
We have no knowledge at this time of the potential cost of any remediation who else will

be named as PRPs and whether in fact any of our subsidiaries is responsible party The subsidianes in question do not own any

operating assets and have limited
ability

to respond to any liabilities

Resolutions of other daims by the EPA the involved state agency or PRPs are at vanous stages of investigation These

investigations involve determinations of

the actual responsibility attnbuted to us and the other PRPs at the site

appropnate investigatory
or remedial actions and

allocation of the costs of such activities among the PRPs and other site users

Our ultimate financial responsibility in connection with those sites may depend on many factors including

the volume and nature of material if any contributed to the site for which we are responsible

the numbers of other PRPs and their financial viability
and

the remediation methods and technology to be used

It is difficult to quantify with certainty the potential cost of these environmental matters particularly in respect of remediation

obligations Nevertheless based upon the information currently available we believe that our ultimate liability ansing from all

environmental matters including the liability
for all other related pending legal proceedings asserted legal claims and known potential legal

claims which are likely to be asserted is adequately accrued and should not have material effect on our financial position or ongoing

results of operations Estimated costs of future expenditures for environmental remediation obligations are not discounted to their present

value

Contamination litigation

On July 11 2005 one of our subsidiaries was served with lawsuit filed on behalf of three landowners in Louisiana in the

12th Judicial District Court for the Parish of Avoyelles State of Louisiana The lawsuit named 19 other defendants all of which were

alleged to have contaminated the plaintiffs property with naturally occurring radioactive matenal produced water dnlling fluids chlorides

hydrocarbons heavy metals and other contaminants as result of oil and gas exploration activities Experts retained by the plaintiffs

issued report suggesting significant contamination in the area operated by the subsidiary and another codefendant and claimed that

over $300 million would be required to properly remediate the contamination The experts retained by the defendants conducted their own

investigation and concluded that the remediation costs would amount to no more than $2.5 million

The plaintiffs and the codefendant threatened to add GlobalSantaFe as defendant in the lawsuit under the -single business

enterpnse doctrine contained in Louisiana law The single business enterprise doctrine is similar to corporate veil piercing doctrines On

August 16 2006 our subsidiary and its immediate parent company each of which is an entity
that no longer conducts operations or holds

assets filed voluntary petitions for relief under Chapter 11 of the U.S Bankruptcy Code in the U.S Bankruptcy Court for the Distnct of

Delaware Later that day the plaintiffs dismissed our subsidiary from the lawsuit Subsequently the codefendant filed vanous motions in

the lawsuit and in the Delaware bankruptcies attempting to assert alter ego and single business enterpnse claims against GlobalSantaFe

and two other subsidiaries in the lawsuit The efforts to assert alter ego and single business enterpnse theory claims against
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GlobalSantaFe were rejected by the Court in Avoyelles Pansh and the lawsuit against the other defendant went to trial on February 192007 This lawsuit was resolved at tnal with settlement by the codefendant that included $20 million payment and certain cleanupactivities to be conducted by the codefendant The codefendant further claimed to receive
right to continue to pursue the originalplaintiffs claims

The codefendant sought to dismiss the bankruptcies In addition the codefendant filed proofs of claim against both our
subsidiary and its parent with regard to its claims arising out of the settlement of the lawsuit On February 15 2008 the Bankruptcy Courtdenied the codefendants request to dismiss the bankruptcy case but modified the automatic stay to allow the codefendant to proceed onits claims against the debtors our subsidiary and its parent and their insurance companies The codefendant subsequently filed suitagainst the debtors and certain of its insurers in the Court of Avoyelles Parish to determine their

liability for the settlement The denial ofthe motion to dismiss the bankruptcies was appealed On appeal the bankruptcy cases were ordered to be dismissed and thebankruptcies were dismissed on June 14 2010

On March 10 2010 GlobalSantaFe and the two subsidiaries filed declaratory judgment action in State District Court inHouston Texas against the codefendant and the debtors seeking declaration that GlobalSantaFe and the two subsidiaries had no liabilityunder legal theories advanced by the codefendant This action is currently stayed

On March 11 2010 the codefendant filed motion for leave to amend the pending litigation in Avoyelles Parish to addGlobalSantaFe Transocean Worldwide Inc its successor and our wholly owned subsidiary and one of the subsidiaries as well as variousadditional insurers Leave to amend was granted and the amended petition was filed An extension to respond for all
purposes wasagreed until Apnl 28 2010 for the debtors GlobalSantaFe Transocean Worldwide Inc and the subsidiary On April 28 2010GlobalSantaFe and its two subsidiaries filed vanous exceptions seeking dismissal of the Avoyelles Parish lawsuit which have beendenied Subsequent to denial supervisory writs were filed with the Third Circuit Court of Appeals for the State of Louisiana

On December 15 2010 as permitted under the
existing Case Management Order GlobalSantaFe and various subsidiariesserved third-party demands joining vanous insurers in the Avoyelles Parish lawsuit seeking insurance

coverage for the daims broughtagainst GlobalSantaFe and various subsidiaries

We believe that these legal theones should not be applied against GlobalSantaFe or Transocean Worldwide Inc Our
subsidiaryits parent and GlobalSantaFe intend to continue to vigorously defend against any action taken in an attempt to impose liability against themunder the theones discussed above or otherwise and believe they have good and valid defenses thereto We do not believe that thesedaims will have material impact on our consolidated statement of financial position results of operations or cash flows

Retained risk

Our hull and machinery and excess liability insurance program consists of commercial market and captive insurance policiespnmanly with 12-month and 11-month policy periods beginning on May 2010 and June 2010 respectively

Under the hull and machinery program we generally maintain $125 million per occurrence deductible limited to maximum of$250 million per policy penod Subject to the same shared deductible we also have
coverage for costs incurred to mitigate damage tong up to an amount equal to 25 percent of ngs insured value Also subject to the same shared deductible we have

coverage for wreckremoval for an amount up to 25 percent of
ngs insured value with any excess generally covered to the extent of our excess liabilitycoverage descnbed below However the shared deductible is $0 in the event of total loss or constructive total loss of

drilling unit

We carry $950 million of commercial market excess liability coverage exclusive of deductibles and self-insured retention notedbelow which generally covers offshore risks such as personal injury third-party property claims and third-party non-crew claims indudingwreck removal and pollution Our excess liability coverage has separate $10 million per occurrence deductibles on crew personal injuryliability and on collision
liability claims and separate $5 million per occurrence deductible on other

third-party non-crew claims Thesetypes of excess
liability coverages are subject to an additional aggregate self-insured retention of $50 million that is applied to anyoccurrence in excess of the per occurrence deductible until the S50 million is exhausted We generally retain the risk for

any liability lossesin excess of $1.0 billion

We also carry $100 million of additional insurance that
generally covers expenses that would otherwise be assumed by the wellowner such as costs to control the well rednll expenses and pollution from the well This additional insurance provides coverage for suchexpenses in circumstances in which we have legal or contractual

liability arising from our gross negligence or willful misconduct As ofDecember 31 2010 the insured value of our dnlling ng fleet was approximately $38.5 billion in the aggregate excluding rigs underConstruction

We have elected to self-insure operators extra expense coverage for ADTI and CMI This
coverage provides protection againstexpenses related to well control pollution and rednll

liability associated with blowouts ADTIs customers assume and indemnify ADTI for
liability associated with blowouts in excess of

contractually agreed amount generally $50 million

We generally do not have commercial market insurance coverage for physical damage losses including liability
for wreckremoval expenses to our fleet caused by named windstorms in the U.S Gulf of Mexico and war perils worldwide Except with respect toDhirubhai Deepwaer KGI and Dhirubhai Deepwarer KG2 we generally do not carry insurance for loss of revenue unless contractuallyrequired
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Letters of credit and surety bonds

We had letters of credit outstanding totaling $595 million and $567 million at December31 2010 and December31 2009

respectively
These letters of credit guarantee various import duties contract bidding and performance activities under vanous committed

and uncommitted credit lines provided by several banks

In April 2010 TPDI obtained letter of credit in the amount of $60 million to satisfy its
liquidity requirements under the TPDI

Credit Facilities which is included in the total as of December31 2010 The letter of credit was issued under an uncommitted credit

facility that has been established by one of our subsidiaries See Note 11Debt

As is customary in the contract
drilling

business we also have various surety bonds in place that secure customs obligations

relating to the importation of our rigs
and certain performance and other obligations Surety bonds outstanding totaled $27 million and

$31 miflion at December 31 2010 and December31 2009 respectively

Note 15Redeemable Noncontrolling Interest

In October 2010 Pacific Drillings interest in TPDI became redeemable and we reclassified to temporary equity the carrying

amount associated with its interest see Note 4Variable Interest Entities Changes in redeemable noncontrolling interest were as

follows

Years ended December 31

2010 2009 2008

Redeemable noncontrolling interest

Balance beginning of period

Reclassification from noncontrolling interest
26

Net income attributable to noncontrolling interest 13

Other comprehensive income attributable to noncoritrolling interest 14

nce end of period
25

Amounts represent actity following
reclassification to temporary equity in October 2010

Note 16Shareholders Equity

Shares held by subsidiaryIn connection with the Redomestication Transaction in December 2008 we issued 16 million of

our shares to one of our subsidiaries for future use to satisfy our obligations to deliver shares in connection with awards granted under our

incentive plans or other rights to acquire our shares At December31 2010 and December31 2009 our subsidiary held 13.291.353

shares and 14011416 shares respectively

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authonzed our

board of directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase pnce of up to

CHF 3.5 billion which is equivalent to approximately $3.8 billion using an exchange rate of USD 1.00 to CHF 0.93 as of the close of

trading on December 31 2010 On February 12 2010 our board of directors authorized our management to implement the share

repurchase program

During the year ended December 31 2010 following the authorization by our board of directors we repurchased 2.863.267 of

our shares under our share repurchase program for an aggregate purchase pnce of CHF 257 million equivalent to $240 million At

December 31 2010 we held 2863267 treasury shares purchased under our share repurchase program recorded at cost

DistributionIn May 2010 at our annual general meeting our shareholders approved cash distnbution in the form of par

value reduction in the aggregate amount of CHF 3.44 per issued share equal to approximately $3.70 using an exchange rate of USD 100

to CHF 0.93 as of the close of trading on December 31 2010 According to the May 2010 shareholder resolution and pursuant to

applicable Swiss law we were required to submit an application to the Commercial Register of the Canton of Zug in relation to each

quarterly installment to register the relevant partial par value reduction together with among other things compliance deed issued by an

independent notary public On August 13 2010 the Commercial Register of the Canton of Zug rejected our application to register the first

of the four partial par value reductions We appealed the Commercial Registers decision and on December 2010 the Administrative

Court of the Canton of Zug rejected our appeal The Administrative Court held that the statutory requirements for the registration of the par

value reduction in the commercial register could not be met given the existence of lawsuits filed in the United States related to the

Macondo well incident that were served in Switzerland and the reference to such lawsuits in the compliance deed The Administrative

Courrs opinion also held that under these circumstances it was not possible to submit an amended compliance deed Based on these

considerations we do not believe that financial obligation existed for the distribution See Note 25Subsequent Events
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Note 17Share-Based Compensation Plans

OverviewWe have long-temi incentive plan the Long-Temi Incentive Plan for executives key employees and outside

directors under which awards can be granted in the form of stock options restricted shares deferred units SARs and cash performance
awards and iiother incentive plans under which awards are currently outstanding Awards that may be granted under the Long-Term
Incentive Plan include traditional time-vesting awards time-based awards and awards that are earned based on the achievement of

certain performance cntena performance-based awards or market factors niarket-based awards Our executive compensation
committee of our board of directors determines the terms and conditions of the awards granted under the Long-Term Incentive Plan As of

December 31 2010 we had 36 million shares authorized and 16 million shares available to be granted under the Long-Term Incentive

Plan

Time-based awards typically vest either in three equal annual installments beginning on the first anniversary date of the grant or

in an aggregate installment at the end of the stated vesting penod Performance-based and market-based awards are typically awarded

subject to either two-year or three-year measurement period during which the number of options shares or deferred units remains
uncertain At the end of the measurement period the awarded number of options shares or deferred units is determined the
determination date subject to the stated vesting period The two-year awards generally vest in three equal installments beginning on the

determination date and on January of each of the two subsequent years The three-year awards generally vest in one aggregate
installment following the determination date Once vested options and SARs generally have 10-year term during which they are

exercisable

In connection with the Redomestication Transaction we adopted and assumed the Long-Term Incentive Plan and other

employee benefit plans and arrangements of Transocean Inc. and those plans and arrangements were amended as necessary to give
effect to the Redomestication Transaction including to provide that our shares will be issued held available or used to measure
benefits as appropnate under the plans and arrangements in lieu of Transocean Inc ordinary shares including upon exercise of any
options or SARs issued under those plans and arrangements and for the appropriate substitution of us for Transocean Inc in those

plans and arrangements Additionally we issued 16 million of our shares to Transocean Inc 13 million of which remained available as of

December 31 2010 for future use to satisfy our obligations to deliver shares in connection with awards granted under incentive plans
warrants or other rights to acquire our shares see Note 16Shareholders Equity

As of December31 2010 total unrecognized compensation costs related to all unvested share-based awards totaled

$99 million which is expected to be recognized over weighted-average period of 1.8 years During the years ended December 31 2010
and 2009 we recognized additional share-based compensation expense of $12 million and $8 million respectively in connection with

modifications of share-based awards Dunng the year ended December 31 2008 we did not recognize significant amount of additional

share-based compensation expense in connection with modifications of share-based awards

Option valuation assumptionsWe estimated the fair value of each option award under the Long-Term Incentive Plan on the

grant date using the Black-Scholes-Merton option-pricing model with the following weighted-average assumptions

Years ended December 31

2010 2009 2008

Dividend
yield 4%

Expected price volatility 39% 49% 36%

Risk-free interest rate 2.30% 1.80% 3.00%

Expectedirfeofoptions 4.7years 4.8years 4.4years

Weighted-average fa eof options grited 30.03 26.07 49.32

We estimated the fair value of each option grant under the Employee Stock Purchase Plan ESPP using the

Black-Scholes-Merton option-pricing model with the following weighted-average assumptions

Years ended December 31

2010a 2009a 2008

Dvidendyield

Expected pnce volatility 31%

Risk-free interest rate
3.15%

Expected life of options
1.0 year

Weghted-averagefvahieofopdonsgraned 41.39

As of January 2009 we discontinued
offering the ESPP
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Time.Based Awards

Stock optionsThe following table summanzes vested and unvested time-based vesting stock option time-based options

activity
under our incentive plans during the year ended December 31 2010

$S$ iiu pflc cotac IsnI yiŒus

_________ ____________ yev$ mm.sons

Outstandkigatjanuaryl.20l0
1828.655 60.69 4.96 40

Granted
253288 82 55

Exercised 289445 42.26

Forfeited 138815 71.37

OutstdIg at December 31 2010 1653683 66.37 5.29

VestedaiexerdsableatDecembe13120l0 1183.283 61.28 3.99 10

The weighted-average grant-date fair value of time-based options granted during the year ended December 31 2010 was

$30.03 per share The total pretax intrinsic value of time-based options exercised during the year ended December31 2010 was

$11 million There were 470400 unvested time-based options outstanding as of December 31 2010

There were time-based options to purchase 597.898 and 276.281 shares granted during the years ended December 31 2009

and 2008 respectively with weighted-average grant-date fair values of $26.07 and $49.32 per share respectively There were 980.105

and 1066173 time-based options exercised during the years ended December 31 2009 and 2008 respectively The total pretax intnnsic

value of time-based options exercised was $43 million and $101 million dunng the years ended December 31 2009 and 2008

respectively There were 656.790 and 273.314 unvested time-based options outstanding as of December 31 2009 and 2008

respectively

Restricted sharesThe following table summarizes unvested share activity for time-based vesting restncted shares

time-based shares granted under our incentive plans dunng the year ended December 31 2010

Nnb
fal valus

shM

UnvestedatJanuaryl2010 98386 112.14

Vested 92573 111.32

Forfeited 1874 109.97

Unvested at December 31 2010 3.939 132.32

We did not grant any time-based shares during the years ended December 31 2010 and 2009 There were 259057 time-based

shares granted during the year ended December 31 2008 The weighted-average grant-date fair value of time-based shares granted was

$126.26 per share for the year ended December 31 2008 There were 320.782 and 129979 time-based shares that vested during the

years ended December 31 2009 and 2008 respectively The total grant-date fair value of time-based shares that vested was $10 million

$39 million and $14 million for the years
ended December 31 2010 2009 and 2008 respectively

Deferred unitsA deferred unit is unit that is equal to one share but has no voting rights
until the underlying shares are

issued The following table summarizes unvested activity
for time-based vesting deferred units lime-based units granted under our

incentive plans during the year ended December 31 2010

o4 rar4.dats 1w valus

psi
thus

Unvestedatjanuary 12010 1455447 76.58

Granted 1055367 76.83

Vested 559339 81.11

Forfeited 106691 78.65

UnsledatDecember3i2O10 1344784 7523

The total grant-date fair value of the time-based units vested during the year ended December 31 2010 was $45 million

There were 1287893 and 498.2 16 time-based units granted during the years ended December 31 2009 and 2008 respectively

The weighted-average grant-date fair value of time-based units granted was $60.53 and $143.85 per share for the years ended

December 31 2009 and 2008 respectively There were 282.543 and 25740 time-based units that vested during the years ended
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NOTES TO CONSOUDATED FINANCIAL STATEMENTS Continued

December 31 2009 and 2008 respectively The total grant-date fair value of deferred units that vested was $33 million and $3 million for

the years ended December 31 2009 and 2008 respectively

SARsThe following table summarizes share-settled SARs activity under our incentive plans dunng the year ended
December31 2010

01 .x.l pnc c0lCtU Wffl

awdi
psi sIws ssn fm Ions

OutstandingatJanuaryl201o 189.139 93.28 6.76

Outstanding at December 31 2010 189.139 93.28 576

VestedandexercisableatDecember3l2010 189139 93.28 5.76

At January and December 31 2010 we have presented the aggregate intrinsic value as zero since the weighted-average
exercise price per share exceeded the market pnce of our shares on those dates We did not grant share-settled SARs during the years
ended December 31 2010 2009 and 2008 There were no performance-based options exercised during the year ended December 31
2010 There were 224 and 315408 share-settled SARs exercised with total pretax intrinsic value of zero during the years ended
December 31 2009 and 2008 respectively There were no unvested share-settled SARs outstanding as of December 31 2010 2009 and
2008

Performance-Based Awards

Stock optionsWe grant perfomiance-based stock options performance-based options that can be earned depending on
the achievement of certain performance targets The number of options earned is quantilied upon completion of the performance period at

the determination date The following table summarizes vested and unvested performance-based option activity under our incentive plans

during the year ended December 31 2010

Sm
of sh.s xsiciss coimac ns slIsK vas

asIsropIaon psi siw ysai mnoin
Outstanding atjanuary 2010 179.262 75.30 6.22

OutstandingatDecember3l2010 179.262 75.30 522

Vested and exercisable at December 31 2010 179262 75.30 5.22

At December 31 2010 we have presented the aggregate intrinsic value as zero since the weighted-average exercise price per
share exceeded the market pnce of our shares on that date We did not grant performance-based options during the years ended
December 31 2010 2009 and 2008 There were no performance-based options exercised during the years ended December 31 2010
and 2009 There were 212840 performance-based options exercised with total pretax intrinsic value of $22 million during the year

ended December 31 2008 There were no unvested performance-based stock options outstanding as of December 31 2010 2009 and
2008

Market-Based Awards

Deferred unitsWe grant market-based deferred units market-based units that can be earned depending on the

achievement of certain market conditions The number of units earned is quantified upon completion of the specified period at the

determination date The following table summarizes unvested activity for market-based units granted under our incentive plans during the

year ended December31 2010

NuŁsi

of dMs vau

psi she

UnvestedatJanuaryl2010 330870 93.70

Granted
122.934 82.55

Forfeited 30898 84.48

Unvested at December 31 2010
422.906 89.14

There were 285.012 and 99.464 market-based units granted with weighted-average grant-date fair value of $75.98 and
S14.4.32 per share dunng the years ended December 31 2009 and 2008 respectively No market-based units vested in the years ended
December 31 2009 and 2008
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ESPPThrough December 31 2008 we offered an ESPP under which certain full-time employees could choose to have

between two and 20 percent of their annual base earnings withheld to purchase up to $21150 of our shares each year
The purchase

price of the shares was 85 percent of the lower of the beginning-of-year or end-of-year market price of our shares At December 31 2008

577537 shares were available for issuance under the ESPP As of January 2009 we discontinued offenng the ESPP

Note 18Supplemental Balance Sheet Information

Other current liabilities were compnsed of the following in millions

December 31

2010 2009

Other current liabilities

Accrued payioll
and employee benefits 272 263

Deferred revenue
150 147

Accneesotherth.anuncome
123 102

Accrued interest

Uneamedincome
15 15

Other
204 120

Tot other current liabilities
861 730

Other long-term liabilities were comprised of the following in millions

December 31

2010 2009

Other long-ten babthbes

Long-term mcome taxes payable
655 594

Accrued pension liabilities

416 453

Deferred revenue
393 214

Drilling contract intangibles

152 268

Accrued retiree fe insurance and medical benefits 53 51

Other
103 104

1.772 1684

Note 19Fair Value of Financial Instruments

We estimate the fair value of each dass of financial instruments for which estimating fair value is practicable by applying the

following methods and assumptions

Cash and cash equivalentsThe carrying amount of cash and cash equivalents which are stated at cost plus accrued interest

approximates fair value because of the short maturities of those instruments

Accounts receivableThe carrying amount net of valuation allowance approximates fair value because of the short matunties

of those instruments

Shod-term investmentsThe carrying amount of our short-term investments approximates fair value and represents our

estimate of the amount we expect to recover Our short-term investments primarily indude our investment in The Reserve International

Liquklity Fund Ltd At December 31 2010 we did not hold any short-term investments At December 31 2009 the carrying amount of our

short-term investments was $38 million recorded in other current assets on our consolidated balance sheets see Note 21Supplemental

Cash Flow Information

Notes receivable and working capital loan receivableThe carrying amount represents the estimated fair value measured

using unobservable inputs that require significant judgment for which there is little or no market data including the credit rating of the

borrower At December 31 2010 the aggregate carrying amount of our notes receivable and working capital loan receivable was

$115 million induding $4 miOion and $111 million recorded in other current assets and other assets respectively We did not hold notes

receivable as of December 31 2009
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DebtThe fair value of our fixed-rate debt is measured using direct or indirect observable inputs including quoted pnces or
other market data for similar assets or liabilities in active markets or identical assets or liabilities in less active markets Our variable-rate
debt is included in the fair values stated below at its carrying amount since the short-term interest rates cause the face value to

approximate its fair value The TPDI Notes and ODL Loan Facility are included in the fair values stated below at their aggregate carrying
amount of $158 million at December 31 2010 arid December 31 2009 since there is no available market price for such related-party debt
see Note 23Related Party Transactions The carrying amounts and estimated fair values of our long-term debt including debt due
within one year were as follows in millions

December31 2010 December31 2009

Cry.iç Cwyng

Long-term debt including current maturities
1027 10562 10534 11218

Long-term debt of consolidated variable interest entities including current maturities 950 964 1.183 1178

Derivative instrumentsThe
carrying amount of our derivative instruments represents the estimated fair value measured

using direct or indirect observable inputs including quoted prices or other market data for similar assets or liabilities in active markets or
identical assets or liabilities in less active markets At December 31 2010 the carrying amounts of our derivative instruments were
$17 million and $13 million recorded in other assets and other long-term liabilities respectively on our consolidated balance sheets At
December 31 2009 the carrying amounts of our denvative instruments were $5 million and $5 million recorded in other assets and other

long-temi liabilities respectively on our consolidated balance sheets

Note 20Financial Instruments and Risk Concentration

Interest rate riskFinancial instruments that potentially subject us to concentrations of interest rate risk indude our cash
equivalents short-term investments debt and capital lease obligations We are exposed to interest rate risk related to our cash
equivalents and short-term investments as the interest income earned on these investments changes with market interest rates Floating
rate debt where the interest rate can be adjusted every year or less over the life of the instrument exposes us to short-tern changes in

market interest rates Fixed rate debt where the interest rate is fixed over the life of the instrument and the instruments maturity is greater
than one year exposes us to changes in market interest rates when we refinance maturing debt with new debt

From time to time we may use interest rate swap agreements to manage the effect of interest rate changes on future income
These derivatives are used as hedges and are not used for speculative or trading purposes Interest rate swaps are designated as
hedge of

underlying future interest payments These agreements involve the exchange of amounts based on variable interest rates and
amounts based on fixed interest rate over the life of the agreement without an exchange of the notional amount upon which the

payments are based The interest rate differential to be received or paid on the swaps is recognized over the lives of the swaps as an
adjustment to interest expense Gains and losses on terminations of interest rate swap agreements are deferred and recognized as an
adjustment to interest expense over the remaining life of the underlying debt In the event of the early retirement of designated debt

obligation any realized or unrealized gain or loss from the swap would be recognized in income

Foreign exchange riskOur international operations expose us to foreign exchange risk This risk is primarily associated with

compensation costs denominated in currencies other than the U.S dollar which is our functional currency and with purchases from
foreign suppliers We use variety of techniques to minimize the exposure to foreign exchange risk including customer contract payment
terms and from time to time the use of foreign exchange derivative instruments

Our pnmary foreign exchange nsk management strategy involves structuring customer contracts to provide for payment in both
U.S dollars and local currency The payment portion denominated in local currency is based on anticipated local currency requirements
over the contract term Due to various factors including customer acceptance local banking laws other statutory requirements local

currency convertibility
and the impact of inflation on local costs actual foreign exchange needs may vary from those anticipated in the

customer contracts resulting in
partial exposure to foreign exchange risk Fluctuations in foreign currencies typically have not had

material impact on overall results In situations where payments of local currency do not equal local
currency requirements we may use

foreign exchange derivative instruments specifically foreign exchange forward contracts or spot purchases to mitigate foreign currencynsk foreign exchange forward contract obligates us to exchange predetermined amounts of specified foreign currencies at specified
exchange rates on specified dates or to make an equivalent U.S dollar payment equal to the value of such exchange

We do not enter into derivative transactions for speculative purposes Gains and losses on foreign exchange derivative
instruments that qualify as accounting hedges are deferred as other comprehensive income and recognized when the underlying foreign
exchange exposure is realized Gains and losses on foreign exchange derivative instruments that do not qualify as hedges for accounting
purposes are recognized currentiy based on the change in market value of the derivative instruments At December 31 2010 and 2009
we had no outstanding foreign exchange derivative instruments

AR-i 14



TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Credit riskFinancial instruments that potentially subject us to concentrations of credit nsk are pnmanly cash and cash

equivalents short-tenn investments and trade receivables It is our practice to place our cash and cash equivalents in time deposits at

commercial banks with high credit ratings or mutual funds which invest exclusively in high quality money market instruments We limit the

amount of exposure to any one institution and do not believe we are exposed to any significant credit nsk

We derive the majonty of our revenue from services to international oil companies government-owned and

government-controlled
oil companies Receivables are dispersed in various countries see Mote 22Segments Geographical Analysis

and Major Customers We maintain an allowance for doubtful accounts receivable based upon expected collectability
and establish

reserves for doubtful accounts on case-by-case basis when we believe the required payment of specific amounts owed to us is unlikely

to occur Although we have encountered isolated credit concerns related to independent oil companies we are not aware of any

significant credit risks related to our customer base and do not generally require collateral or other secunty to support customer

receivables

Labor agreementsWe require highly skilled personnel to operate our drilling
units We conduct extensive personnel

recruiting training and safety programs At December 31 2010 we had approximately 18050 employees including approximately

1950 persons engaged through contract labor providers Some of our employees working in Angola the U.K Norway and Australia are

represented by and some of our contracted labor work under collective bargaining agreements Many of these represented individuals

are working under agreements that are subject to annual salary negotiation These negotiations could result in higher personnel

expenses other increased costs or increased operational resthctions as the outcome of such negotiations apply to all offshore employees

not just the union members

Additionally the unions in the U.K sought an interpretation of the application of the Working Time Regulations to the offshore

sector Although the Employment Tnbunal endorsed the unions position that offshore workers are entied to 28 days of annual leave at

the subsequent appeals to date both the Employment Appeal Tribunal and the Court of Session have reversed the Employment Tnbunals

decision However the unions have intimated their intention to lodge further appeal to the Supreme Court which may not be heard unUl

the fourth quarter of 2011 or 2012

The application of the Working Time Regulations to the offshore sector could result in higher labor costs and could undernitne

our ability to obtain sufficient number of skilled workers in the U.K Legislation has been introduced in the U.S Congress that could

encourage additional unionization efforts in the U.S. as well as increase the chances that such efforts succeed Additional unionization

efforts if successful new collective bargaining agreements or work stoppages could materially increase our labor costs and operating

restrictions

Note 21Supplemental Cash Flow Information

We indude investments in highly liquid
debt instruments with an original maturity of three months or less in cash and cash

equivalents In September 2008 The Reserve announced that certain funds induding The Reserve Pnmary Fund and The Reserve

Intemational Liquidity
Fund Ltd together the Reserve Funds had lost the ability to maintain net asset value of $1.00 per share due to

losses in connection with the bankruptcy of Lehman Brothers Holdings Inc Lehman Holdings According to its public disclosures

The Reserve stopped processing redemption requests in order to develop an orderty plan of liquidation that would protect all of the funds

shareholders At the time of The Reserves announcements we had an aggregate investment of $408 million in the Reserve Funds We

collected $37 million $296 million and $58 million from the Reserve Funds in the years ended December 31 2010 2009 and 2008

respectively As of December 31 2010 we had collected our total expected recoveries from the Reserve Funds having recognized losses

on impairment of $1 million and $16 million recorded in other net in the years ended December 31 2010 and 2008 respectively There

was no loss on impairment for the year ended December 31 2009

Met cash provided by used in operating activities attributable to the net change in operating assets and liabilities were

composed of the following in millions

Years ended December 31

2010 2009 2008

Changes In operating assets and liabilities

Decrease rncrease in accounts receivable 386 504 501

Increase in other current assets 75 50 118

Increase in other assets 40 30
Increase decrease in accounts payable and other current liabilities 227 60 75

Decrease in other long-term liabities 52 43

Change in income taxes receivable payable net 37 77 274

409 434 321
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Additional cash flow information were as follows in millions

Yeats ended December 31

2010 2009 2008

Certain cash operating activities

Cai nentstiriillerest 641 683 545

Cash payments for income taxes 493 663 461

Non-cash investing and financing activities

Capital expeMtures aued at end period 69 139 268

Asset
capitalized under capital leases

716

Non-cash proceeds received for the sale of assets 134

These amounts represent additions to property and equipment for wtiidi we had accrued corresponding liability in accounts payable

On August 2009 we accepted delivery of Petrobras 10000 and recorded non-cash additions of $716 million to property and equipment net along
with

corresponding increase to long-term debt See Note 11Debt and Note 14Commitments and Contingencies

Dunng the year ended December 31 2010 we completed the sale of two Midwater Floaters GSF Arctic/i and GSF Arctic IV In connection with the
sale we received net cash proceeds of S38 million and non-cash proceeds in the form of two notes receivable in the aggregate face value amount of

$165 million We recognized the notes receivable at their estimated fair value in the aggregate amount of Si 34 million measured at the time of the
sale See Note 4Variable Interest Entities and Note 9Dnlling Fleet

Note 22Segments Geographical Analysis and Major Customers

We have established two reportable segments contract
drilling

services and other operations The
drilling management

services and oil and gas properties businesses do not meet the quantitative thresholds for determining reportable segments and are
combined for reporting purposes in the other operations segment

Our contract drilling services segment fleet operates in single global market for the provision of contract drilling services The
location of our rigs and the allocation of resources to build or upgrade rigs are determined by the activities and needs of our customers

Operating revenues by country were as follows in millions

Years ended December 31

2010 2009 2008

Operating revenues

U.S
2117 2239 2578

Brazil
1288 1108 547

U.K
1183 1563 2012

India
828 1084 890

Other countries
4160 5562 6647

Total operating revenues
9576 11556 12674

Other countnes represents countries in which we operate that individually had operating revenues representing less than 10 percent of total

operating revenues eamed

Long-lived assets by country were as follows in millions

December 31

2010 2009

Long-lived assets

U.S
5573 6203

India
2632 1358

2.472 1433

South Korea
820 3128

Other ceuntries
9961 10896

Total
long-lived assets 21458 23.018

Other countries represents countries in which we operate that individually had
long-lived assets representing less than 10 percent of total long-lived

assets
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substantial portion of our assets are mobile Asset locations at the end of the penod are not necessanly indicative of the

geographic
distribution of the revenues generated by such assets dunng the penods Although we are organized under the laws of

Switzerland we do not conduct any operations and do not have operating revenues in Switzerland At December 31 2010 and 2009 we

had $15 million and $19 million respectively of long-lived assets in Switzerland

Our international operations are subject to certain political
and other uncertainties including nsks of war and civil disturbances

or other events that disrupt markets expropriation of equipment repatriation of income or capital taxation policies and the general

hazards associated with certain areas in which operations are conducted

For the years
ended December 31 2010 2009 and 2008 BP accounted for approximately

10 percent 12 percent and

11 percent respectively of our operating revenues The loss of this customer or other significant customers could have matenal adverse

effect on our results of operations

Note 23Related Party
Transactions

Pacific Drilling LimitedWe hold 50 percent interest in TPDI consolidated Bntish Virgin Islands joint
venture company

formed by us and Pacific Drilling Liberian company to own and operate Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2

Effective October 18 2010 Pacific Drilling has the unilateral right
to exchange its interest in the

joint
venture for our shares or cash at an

amount based on an appraisal of the fair value of the driliships subject to certain adjustments

As of December 31 2010 and 2009 TPDI had outstanding promissory notes in the aggregate amount of $296 million of which

$148 million was due to Pacific Drilling and was included in long-terni debt on our consolidated balance sheet

Angco Cayman LimitedWe hold 65 percent interest in ADDCL consolidated Cayman Islands joint
venture company

formed to own and operate Discoverer Luanda Angco Cayman Limited Cayman Islands company holds the remaining 35 percent

interest in ADDCL Beginning January 31 2016 Angco Cayman Limited will have the right to exchange its interest in the joint
venture for

cash at an amount based on the appraisal of the fair value of the dnulship subject to certain adjustments

Overseas Drilling LimitedWe hold 50 percent interest in ODL an unconsolidated Cayman Islands joint
venture company

which owns the Joides Resolution Siem Offshore Invest AS owns the other 50 percent interest in ODL Under management services

agreement with ODL we provide certain operational and management services We earned $2 million for these services in each of the

years
ended December31 2010 2009 and 2008

We have $10 million loan facility
with ODL ODL may demand repayment

of the borrowings at any time upon five business

days prior written notice and any amounts due to us from ODL may be offset against the borrowings at the time of repayment As of

December 31 2010 and 2009 $10 million was outstanding under this loan agreement
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Note 24Quarterly Results Unaudited

Shown below are selected unaudited quarterly data Amounts are rounded for
consistency in presentation with no effect to theresults of operations previously reported on Form 1O-Q or Form 104

The mN
Mwcti3l June30 mbr3O Dsc.mbc31

mHlions except per share data2010

Operating revenues
2602 Z505 2309 2.160

Operating income loss
926 957 645 662Net income loss attributable to controlling interest
677 715 368 799

Earnings loss per share

Basic

2.10 2.23 1.15 2.51Diluted

2.09 2.22 1.15 2.51
Weighted-average shares outstanding

Basic
321 319 319 319

Diluted

322 320 319 319

2009

Operating revenues
3.118 2882 2823 2733

Operating income
1319 1121 957 1.003Net kame attributable to

controlling interest
942 806 710 723

Earnings per share

Basic
2.94 2.50 2.20 2.24

Diluted

2.93 2.49 2.19 2.24
Weighted-average shares outstding

Basic

319 320 321 321
Diluted

320 321 322 322

First quarter induded loss on impairment of $2 million Second quarter induded gain on the loss of Deepwater Horizon of $267 millionFourth quarter induded loss on impairment of $1.0 billion See Note 5Impairments and Note 9Drilling Fleet

First quarter induded loss on impairment of $221 million Second quarter induded loss on impairment of $67 million Third quarter induded loss onimpairment of $46 million and settlement charges related to litigation matters of $132 million See Note 5Impairments

Note 25Subsequent Events Unaudited

DebtOn December 31 2010 Transocean Inc called the remaining Series Convertible Senior Notes for redemption On
January 31 2011 we redeemed the

remaining aggregate principal amount of $11 million of our Series Convertible Senior Notes for an
aggregate cash payment of $11 million As result no Series Convertible Senior Notes remain

outstanding as of
January 31 2011

DispositionSubsequent to December 31 2010 we completed the sale of the High-Specification Jackup Trident 20 andreceived net cash proceeds of $262 million

DistributionOn
January 24 2011 we filed an appeal on the decision of the Administrative Court of the Canton of Zug to theSwiss Federal Supreme Court On February 11 2011 our board of directors recommended that shareholders at the May2011 annual

general meeting approve U.S dollar-denominated dividend of
approximately U.S $1 billion Out of

qualifying additional paid-in capital and
payable in four

quarteriy installments The board of directors expects that the four payment dates will be set in June 2011September 2011 December2011 and March 2012 The proposed dividend will among other things be contingent on shareholders
approving at the same meeting rescission of the 2010 distnbution Due to among other things the uncertainty of the timing andoutcome of the pending appeal with the Swiss Federal Supreme Court our board of directors believes it is in the best interest of theCompany to discontinue with the disputed 2010 distribution and to file

request to stay the pending appeal with the Swiss Federal
Supreme Court against the decision of the Administrative Court until shareholders have voted on the proposed rescission
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Note 26Supplemental Disclosures Required by Swiss Law

Personnel expensesTotal personnel expenses were $2293 million $2332 million and $2221 million for the years ended

December31 2010 2009 and 2008 respectively

Fire insuranceThe fire insurance value of property plant and equipment was $38653 million $39255 million at December 31

2010 and 2009 respectively

Compensation and security ownership of board members and executive officersThe compensation and secunty

ownership of members of the Board of Directors of Transocean Ltd and of Transocean executive officers is presented in Note 7Board of

Directors Compensation Note 8Executive Management Compensation and Note 9Share OwnershipBoard of Directors and

Executive Management in the Transocean Ltd stand-alone statutory financial statements

Risk assessmentTransocean Ltds risk assessment is presented in Note 11Risk Assessment Disdosure of the Transocean

Ltd stand-alone statutory financial statements
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Rem Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

We have not had change in or disagreement with our accountants within 24 months prior to the date of our most recent

financial statements or in any period subsequent to such date

Rem 9A Controls and Procedures

Disclosure controls and proceduresWe carried out an evaluation under the supervision and with the participation of

management including our Chief Executive Officer and Chief Financial Officer of the effectiveness of our disdosure controls and

procedures as of the end of the penod covered by this report Based on that evaluation our Chief Executive Officer and Chief Financial

Officer concluded that our disclosure controls and procedures as defined in Exchange Act Rules 13a-15e and 15d-15e were effective

as of December 31 2010 and provide reasonable assurance that information required to be disdosed in our reports filed or submitted

under the Exchange Act is accumulated and communicated to our management induding our Chief Executive Officer and our Chief

Financial Officer to allow timely decisions regarding required disclosure and recorded processed summarized and reported within

the time periods specified in the Securities and Exchange Commissions rules and forms

Internal controls over financial reportingThere were no changes in these intemal controls during the quarter ended
December31 2010 that have materially affected or are reasonably likely to materially affect our internal controls over financial reporting

Other mattersln Apnl 2010 we implemented new global Enterprise Resource Planning ERP system fully integrated
software environment designed to optimize and standardize processes in treasury accounting supply chain management asset

management and information technology Although we have updated our internal controls that have been affected by the ERP

implementation we do not believe that the ERP implementation has had an adverse effect on our internal controls over financial

reporting

See Managements Report on Internal Control Over Financial Reporting and Report of Independent Registered Public

Accounting Firm induded in Item of this Annual Report

Rem 98 Other Information

None

AR-120



PART Ill

Item 10 Directors Executive Officers and Corporate Governance

Item 11 Executive Compensation

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters

Item 13 Certain Relationships Related Transactions and Director Independence

Item 14 Principal Accountant Fees and Services

The information required by Items 10 11 12 13 and 14 is incorporated herein by reference to our definitive proxy statement for

our 2011 annual general meeting of shareholders which will be flied with the Secunties and Exchange Commission pursuant to

Regulation 14A under the Secunties Exchange Act of 1934 within 120 days of December31 2010 Certain information with respect to

our executive officers is set forth in Item of this annual report under the caption Executive Officers of the Registrant

PART IV

Item 15 Exhibits and Financial Statement Schedules

Index to Financial Statements Financial Statement Schedules and Exhibits

Financial Statements

Included in Part II of this report
Page

Managements Report on Internal Contro4 Over Financial Reporting
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Transocean Ltd and Subsidiaries

Schedule II Valuation and Qualifying Accounts

In millions

Chir9 to

Batanc at Charg to oths Batanc at

bilnnin ot cost and accow Dsductons md of____ ucb __
Year ended December 31 2008

Reserves and allowances deducted from asset accounts

AIowancebdoubthjlaimtsrecejve 50$ 95$ 31a$ 114

Allowance for obsolete materials and supplies 22 27 49
Vuion waioe on delened tax asseta 58 10b 52

Year ended December31 2009

Reserves and allowances deducted from asset accounts

114$ 27$ 76a$ 65
Allowance for obsolete materials and supplies 49 17 66

VakIalionlondefeiyedtaxasses
52 46 98

Year ended December31 2010

Reserves and allowances deducted from asset accounts

65 32a 38
Allowance for obsolete materials and supplies 66 2c 70

Vian owance on defened tax asses
98 4d 94

Uncollectible accounts receivable written off net of recoveries

Amount represents the valuation allowances established in connection with the tax assets acquired and the liabilities assumed in connection with

the merger with GlobalSantaFe Corporation

Amount represents $1 million related to sale of
rigs and inventoty and $1 mHlion related to the loss of Deepwater Hoizon

Pnmanly due to reassessments of valuation allowances against future operations

Other schedules are omitted either because they are not required or are not applicable or because the required information is included in the
financial statements or notes thereto
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Exhibits

The following exhibits are filed in connection with this Report

Number Descnption

2.1 Agreement and Plan of Merger dated as of August 19 2000 by and among Transocean Sedco Forex Inc Transocean

Holdings Inc TSF Delaware Inc and RB Falcon Corporation incorporated by reference to Annex to the Joint Proxy

Statement/Prospectus dated October 30 2000 induded in 424b3 prospectus Registration No 333-46374 filed by

Transocean Sedco Forex Inc on November 2000

2.2 Agreement and Plan of Merger dated as of July 12 1999 among Schlumberger Limited Sedco Forex Holdings Limited

Transocean Offshore Inc and Transocean SF Limited incorporated by reference to Annex to the Joint Proxy

Statement/Prospectus dated October 27 2000 included in 424b3 prospectus Registration No 333-46374 filed by

Transocean Sedco Forex Inc on November 2000

2.3 Distribution Agreement dated as of July 12 1999 between Schlumberger Limited and Sedco Forex Holdings Limited

incorporated by reference to Annex to the Joint Proxy Statement/Prospectus dated October 27 2000 included in

424b3 prospectus Registration No 33346374 filed by Transocean Sedco Forex Inc on November 2000

2.4 Agreement and Plan of Merger dated as of July 21 2007 among Transocean Inc GlobalSantaFe Corporation and

Transocean Worldwide Inc incorporated by reference to Exhibit 2.1 to Transocean Inc.s Current Report on Form 8-K

Commission File No 333-75899 filed on July 23 2007

2.5 Agreement and Plan of Merger dated as of October 2008 among Transocean Inc Transocean Ltd and Transocean

Cayman Ltd incorporated by reference to Exhibit 2.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on October 10 2008

2.6 Amendment No to Agreement and Plan of Merger dated as of October31 2008 among Transocean Inc

Transocean Ltd and Transocean Cayman Ltd incorporated by reference to Exhibit 2.2 to Transocean Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on November 2008

3.1 Articles of Association of Transocean Ltd incorporated by reference to Exhibit 3.1 to Transocean Ltd.s Quarterly Report

on Form 10-0 Commission File No 000-53533 for the quarter ended June 30 2010

3.2 Organizational Regulations of Transocean Ltd incorporated by reference to Annex to Transocean Inc.s Proxy

Statement Commission File No 333-75899 filed on November 2008

4.1 Indenture dated as of April 15 1997 between Transocean Offshore Inc and Texas Commerce Bank National Association

as trustee incorporated by reference to Exhibit 4.1 to Transocean Offshore Inc.s Current Report on Form 8-K

Commission File No 001-07746 filed on April 30 1997

4.2 First Supplemental Indenture dated as of April 15 1997 between Transocean Offshore Inc and Texas Commerce Bank

National Association as trustee supplementing the Indenture dated as of
April 15 1997 incorporated by reference to

Exhibit 4.2 to Transocean Offshore Inc.s Current Report on Form 8-K Commission File No 001-07746 filed on April
30

1997

4.3 Second Supplemental Indenture dated as of May 14 1999 between Transocean Offshore Texas Inc. Transocean

Offshore Inc and Chase Bank of Texas National Association as trustee incorporated by reference to Exhibit 4.5 to

Transocean Offshore Inc.s Post-Effective Amendment No to Registration Statement on Form S-3 Registration

No 333-59001-99

4.4 Third Supplemental Indenture dated as of May 24 2000 between Transocean Sedco Forex Inc and Chase Bank of Texas

National Association as trustee incorporated by reference to Exhibit 4.1 to Transocean Sedco Forex Inc.s Current Report

on Form 8-K Commission File No 333-75899 filed on May 24 2000

4.5 Fourth Supplemental Indenture dated as of May11 2001 between Transocean Sedco Forex Inc and The Chase

Manhattan Bank incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s Quarterly Report on

Form 0-Q Commission File No 333-75899 for the quarter ended March 31 2001

4.6 Fifth Supplemental Indenture dated as of December 18 2008 among Transocean Ltd Transocean Inc and The Bank of

New York Mellon Trust Company NA as trustee incorporated by reference to Exhibit 4.4 to Transocean Ltd.s Current

Report on Form 8-K filed on December 19 2008

4.7 Form of 7.45% Notes due April 15 2027 incorporated by reference to Exhibit 4.3 to Transocean Offshore Inc.s Current

Report on Form 8-K Commission File No 001-07746 filed on April 30 1997

4.8 Form of 8.00% Debentures due April 15 2027 incorporated by reference to Exhibit 4.4 to Transocean Offshore Inc.s

Current Report on Form 8-K Commission File No 001-07746 filed on April 30 1997

4.9 Form of 6.625% Note due April 15 2011 incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s

Current Report on Form 8-K Commission File No 333-75899 filed on April 2001
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4.10 Form of 7.5% Note due
April 15 2031 incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s Current

Report on Form 8-K Commission File No 333-75899 flIed on Apnl 2001

4.11 Officers Certificate establishing the terms of the 6.50% Notes due 2003 6.75% Notes due 2005 6.95% Notes due 2008
7.375% Notes due 2018 9.125% Notes due 2003 and 9.50% Notes due 2008 incorporated by reference to Exhibit 4.13 to

Transocean Sedco Forex Inc.s Annual Report on Form 10-K Commission File No 333-75899 for the fiscal year ended
December 31 2001

4.12 Officers Certificate establishing the terms of the 7.375% Notes due 2018 incorporated by reference to Exhibit 414 to

Transocean Sedco Forex inc.s Annual Report on Form 10-K Commission File No 333-75899 for the fiscal year ended
December 312001

4.13 Indenture dated as of February 2003 between GlobalSantaFe Corporation and Wilmington Trust Company as trustee

relating to debt securities of GlobalSantaFe Corporation incorporated by reference to Exhibit 4.9 to

GlobalSantaFe Corporations Annual Report on Form 10-K Commission File No 001-14634 for the year ended
December31 2002

4.14 Supplemental Indenture dated November 27 2007 among Transocean Worldwide Inc GlobalSantaFe Corporation and

Wilmington Trust Company as trustee to the Indenture dated as of February 2003 between GlobalSantaFe Corporation

and Wilmington Trust Company incorporated by reference to Exhibit 4.4 to Transocean Inc.s Current Report on Form 8-K
Commission File No 333-75899 filed on December 2007

4.15 Form of 7% Note Due 2028 incorporated by reference to Exhibit 4.2 of Global Marine Inc.s Current Report on Form 8-K
Commission File No 1-5471 filed on May 22 1998

4.16 Terms of 7% Note Due 2028 incorporated by reference to Exhibit 4.1 of Global Marine Inc.s Current Report on Form 8-K
Commission File No 1-5471 flIed on May 22 1998

4.17 Indenture dated as of September 1997 between Global Marine Inc and Wilmington Trust Company as Trustee
relating to Debt Securities of Global Marine Inc incorporated by reference to Exhibit 4.1 of Global Marine Inc.s

Registration Statement on Form S-4 No 333-39033 flIed with the Commission on October 30 1997 First Supplemental
Indenture dated as of June 23 2000 incorporated by reference to Exhibit 4.2 of Global Marine Inc.s Quarterly Report on
Form 10-0 Commission File No 1-5471 for the quarter ended June 30 2000 Second Supplemental Indenture dated as
of November 20 2001 incorporated by reference to Exhibit 4.2 to GlobalSantaFe Corporations Annual Report on
Form 10-K Commission File No 001-14634 for the year ended December 31 2004

4.18 Form of 5% Note due 2013 incorporated by reference to Exhibit 4.10 to GlobalSantaFe Corporations Annual Report on
Form 10-K Commission File No 001-14634 for the year ended December 31 2002

4.19 Terms of 5% Note due 2013 incorporated by reference to Exhibit 4.11 to GlobalSantaFe Corporations Annual Report on
Form 10-K Commission File No 001-14634 for the year ended December 31 2002

4.20 364-Day Revolving Credit Agreement dated December 2007 among Transocean Inc and the lenders from time to time

parties thereto JPMorgan Chase Bank N.A as administrative agent for the lenders Citibank NA as syndication agent
for the lenders Calyon New York Branch as co-syndication agent and Credit Suisse Cayman Islands Branch and The
Bank of Tokyo-Mitsubishi UFJ Ltd. as co-documentation agents for the lenders incorporated by reference to Exhibit 4.1

to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2007
4.21 364-Day Revolving Credit Agreement dated as of November 25 2008 among Transocean Inc the lenders parties thereto

JPMorgan Chase Bank NA as administrative agent for the lenders Citibank N.A and Calyon New York Branch as
co-syndication agents for the lenders and Wells Fargo Bank NA as documentation

agent for the lenders incorporated
by reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 flIed on
November 26 2008

4.22 Guaranty Agreement dated as of December 19 2008 among Transocean Ltd Transocean Inc and JPMorgan Chase
Bank NA. as administrative agent under the 364-Day Revolving Credit Agreement incorporated by reference to

Exhibit 4.8 to Transocean Ltds Current Report on Form 8-K Commission File No 333-75899 filed on December 19
2008

4.23 Senior Indenture dated as of December 11 2007 between Transocean Inc and Wells Fargo Bank National Association

incorporated by reference to Exhibit 4.36 to Transocean Inc.s Annual Report on Form 10-K Commission File

No 333-75899 for the year ended December 31 2007

4.24 First Supplemental Indenture dated as of December 11 2007 between Transocean Inc and Wells Fargo Bank National

Association incorporated by reference to Exhibit 4.37 to Transocean Inc.s Annual Report on Form 10-K Commission File

No 333-75899 for the year ended December 31 2007

4.25 Second Supplemental Indenture dated as of December11 2007 between Transocean Inc and Wells Fargo Bank
National Association incorporated by reference to Exhibit 4.38 to Transocean Inc.s Annual Report on Form 10-K
Commission File No 333-75899 for the year ended December 31 2007
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4.26 Third Supplemental Indenture dated as of December 18 2008 among Transocean Ltd Transocean Inc and Wells Fargo

Bank National Association as trustee incorporated by reference to Exhibit 4.3 to Transocean Ltds Current Report on

Form 8-K Commission File No 333-75899 filed on December 19 2008

4.27 Term Credit Agreement dated as of March 13 2008 among Transocean Inc the lenders parties thereto and Citibank

N.A as Administrative Agent Calyon New York Branch and JP Morgan Chase Bank NA as Co-Syndication Agents

The Bank of Tokyo-Mitsubishi UFJ Ltd and Fortis Bank SA1NV New York Branch as Co-Documentation Agents and

Citigroup Global Markets Inc Catyon New York Branch and J.P Morgan Securities Inc as Joint Lead Arrangers and

Bookrunners incorporated by reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on March 18 2008

4.28 Agreement
for First Amendment of Term Credit Agreement dated as of November 25 2008 among Transocean Inc. the

lenders parties thereto and Citibank N.A as administrative agent for the lenders incorporated by reference to Exhibit 4.3

to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 fIled on November 26 2008

4.29 Guaranty Agreement
dated as of December 19 2008 among Transocean Ltd Transocean Inc and Citibank NA. as

administrative agent under the Term Credit Agreement incorporated by reference to Exhibit 4.10 to Transocean Ltd

Current Report on Form 8-K Commission File No 333-75899 filed on December 19 2008

4.30 Fourth Supplemental Indenture dated as of September 21 2010 among Transocean Ltd Transocean Inc and Wells

Fargo Bank National Association as trustee incorporated by reference to Exhibit 4.1 to Transocean Ltd Quarterly

Report on Form 10-0 Commission File No 000-53533 for the quarter ended September 30 2010

10.1 Tax Sharing Agreement between Sonat Inc and Sonat Offshore Drilling Inc dated June 1993 incorporated by

reference to Exhibit 10-3 to Sonat Offshore Drilling Inc.s Form 10-0 Commission File No 001-07746 for the quarter

ended June 30 1993

10.2 Long-Term Incentive Plan of Transocean Ltd as amended and restated as of February 12 2009 incorporated by

reference to Exhibit 10.5 to Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year

ended December 31 2008

10.3 Deferred Compensation Plan of Transocean Offshore Inc as amended and restated effective January 2000

incorporated by reference to Exhibit 10.10 to Transocean Sedco Forex Inc.s Annual Report on Form 10-K Commission

File No 333-75899 for the year ended December31 1999

10.4 GlobalSantaFe Corporation Key Employee Deferred Compensation Plan effective January 2001 and Amendment to

GlobalSantaFe Corporation Key Employee Deferred Compensation Plan effective November 20 2001 incorporated by

reference to Exhibit 10.33 to the GlobalSantaFe Corporation Annual Report on Form 10-K for the year ended

December 31 2004

10.5 Amendment to Transocean Inc Deferred Compensation Plan incorporate by reference to Exhibit 10.1 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 29 2005

10.6 Sedco Forex Employees Option Plan of Transocean Sedco Forex Inc effective December 31 1999 incorporated by

reference to Exhibit 4.5 to Transocean Sedco Forex Inc.s Registration Statement on Form S-8 Registration

No 333-94569 filed January 12 2000

10 1997 Long-Term Incentive Plan of Reading Bates Corporation incorporated by reference to Exhibit 99.A to Reading

Bates Proxy Statement Commission File No 001-05587 dated March 28 1997

10.8 1998 Employee Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99 to

R8 Falcon Corporations Proxy Statement Commission File No 001 -1 3729 dated April 23 1998

10.9 1998 Director Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.B to

RB Falcon Corporations Proxy Statement Commission File No 001-1 3729 dated April 23 1998

10.10 1999 Employee Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.A to

RB Falcon Corporations Proxy Statement Commission File No 001-13729 dated April 13 1999

10.11 1999 Director Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.B to

RB Falcon Corporations Proxy Statement Commission File No 001-1 3729 dated April 13 1999

10.12 Master Separation Agreement dated February 2004 by and among Transocean Inc. Transocean Holdings Inc and

TODCO incorporated by reference to Exhibit 99.2 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on March 2004

10.13 Tax Sharing Agreement dated February 2004 between Transocean Holdings Inc and TODCO incorporated by

reference to Exhibit 99.3 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on

March 2004

10.14 Amended and Restated Tax Sharing Agreement effective as of February 2004 between Transocean Holdings Inc and

TOOCO incorporated by reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on November 30 2006
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10.15 Form of 2004 Performance-Based Nonqualified Share Option Award Letter incorporated by reference to Exhibit 102 to
Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on February 15 2005

10.16 Form of 2004 Director Deferred Unit Award incorporated by reference to Exhibit 10.5 to Transocean Inc.s Current Report
on Form 8-K Commission File No 333-75899 filed on February 15 2005

10.17 Form of 2008 Director Deferred Unit Award incorporated by reference to Exhibit 10.20 to Transocean Ltd.s Annual Report
on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.18 Form of 2009 Director Deferred Unit Award incorporated by reference to Exhibit 10.19 to Transocean Ltd.s Annual Report
on Form 10-K Commission File No 000-53533 for the year ended December 31 2009

10 19 Performance Award and Cash Bonus Plan of Transocean Ltd incorporated by reference to Exhibit 10 21 to
Transocean Ltds Annual Report on Form 0-K Commission File No 000-53533 for the year ended December 31 2008

10 20 Description of Base Salanes of Named Executive Officers

10.21 Executive Change of Control Severance Benefit incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on July 19 2005
10.22 Terms of July 2007 Employee Restricted Stock Awards incorporated by reference to Exhibit 10.2 to Transocean Inc.s

Form 10-0 Commission File No 333-75899 for the quarter ended June 30 2007
10.23 Terms of July2007 Employee Deferred Unit Awards incorporated by reference to Exhibit 10.3 to Transocean Inc.s

Form 10-0 Commission File No 333-75899 for the quarter ended June 30 2007

10.24 Terms and Conditions of the July2008 Employee Contingent Deferred Unit Award incorporated by reference to
Exhibit 10.2 to Transocean Inc.s Form 10-0 Commission File No 333-75899 for the quarter ended June 30 2008

10.25 Terms and Conditions of the July 2008 Nonqualified Share Option Award incorporated by reference to Exhibit 10.2 to

Transocean Inc.s Form 0-Q Commission File No 333-75899 for the quarter ended June 30 2008
10.26 Terms and Conditions of the

February 2009 Employee Deferred Unit Award incorporated by reference to Exhibit 10.28 to
Transocean Ltds Annual Report on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.27 Terms and Conditions of the February 2009 Employee Contingent Deferred Unit Award incorporated by reference to

Exhibit 10.29 to Transocean Ltds Annual Report on Form 10-1 Commission File No 000-53533 for the year ended
December 31 2008

10.28 Terms and Conditions of the February 2009 Nonqualifled Share Option Award incorporated by reference to Exhibit 10 30
to Transocean Ltds Annual Report on Form 10-K Commission File No 000-53533 for the year ended December 31
2008

10.29 Put Option and Registration Rights Agreement dated as of October 18 2007 among Pacific
Drilling Umited Transocean

Pacific Drilling Inc Transocean Inc and Transocean Offshore Intemational Ventures Limited incorporated by reference to

Exhibit 10.1 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on October 24 2007
10.30 Form of Novation Agreement dated as of November 27 2007 by and among GlobalSantaFe Corporation Transocean

Offshore Deepwater Dnlling Inc and certain executives incorporated by reference to Exhibit 10.1 to Transocean Inc.s
Current Report on Form 8-K Commission File No 333-75899 flIed on December 2007

10.31 Form of Severance Agreement with GlobalSantaFe Corporation Executive Officers incorporated by reference to

Exhibit 10.1 to GlobalSantaFe Corporations Current Report on Form 8-KJA Commission File No 001-14634 filed on
July 26 2005

10.32 Transocean Special Transition Severance Plan for Shore-Based Employees incorporated by reference to Exhibit 10.3 to

Transoceari Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2007
10.33 Global Manne Inc 1990 Non-Employee Director Stock Option Plan incorporated by reference to Exhibit 10.18 of Global

Marine Inc.s Annual Report on Form 10-K Commission File No 1-5471 for the year ended December31 1991 First

Amendment incorporated by reference to Exhibit 10.1 of Global Marine Inc.s Quarterly Report on Form 10-0
Commission File No 1-5471 for the quarter ended June 30 1995 Second Amendment incorporated by reference to

Exhibit 10.37 of Global Marine Inc.s Annual Report on Form 10-K Commission File No 1-5471 for the year ended
December31 1996

10.34 1997 Long-Term Incentive Plan incorporated by reference to GlobalSantaFe Corporations Registration Statement on
Form S-8 No 333-7070 filed June 13 1997 Amendment to 1997 Long Term Incentive Plan incorporated by reference
to GlobalSantaFe Corporations Annual Report on Form 20-F Commission File No 001-14634 for the calendar year
ended December31 1998 Amendment to 1997 Long Term Incentive Plan dated December 1999 incorporated by
reference to GlobalSantaFe Corporations Annual Report on Form 20-F Commission File No 001-1 4634 for the calendar

year ended December 31 1999

10.35 GlobalSantaFe Corporation 1998 Stock Option and Incentive Plan incorporated by reference to Exhibit 10.1 of Global
Manne Incs Quarterly Report on Form 10-Q Commission File No 1-5471 for the quarter ended March 31 1998 First

Amendment incorporated by reference to Exhibit 10.2 of Global Marine Inc.s Quarterly Report on Form 10-Q
Commission File No 1-5471 for the quarter ended June 30 2000
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10.36 GlobalSantaFe Corporation 2001 Non-Employee Director Stock Option and Incentive Plan incorporated by reference to

GlobalSantaFe Corporations Registration Statement on Form S-8 No 333-73878 filed November 21 2001

10.37 GlobalSantaFe Corporation 2001 Long-Term Incentive Plan incorporated by reference to Exhibit 10.1 to

GlobalSantaFe Corporations Quarterly Report on Form 10-0 Commission File No 001-14634 for the quarter ended

June 30 2001

10.38 GlobalSantaFe 2003 Long-Term Incentive Plan as Amended and Restated Effective June 2005 incorporated by

reference to Exhibit 10.4 to GlobalSantaFe Corporations Quarterly Report on Form 10-0 Commission File

No 001-14634 for the quarter ended June 30 2005

10.39 Transocean Ltd Pension Equalization Plan as amended and restated effective January 2009 incorporated by

reference to Exhibit 10.41 to Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the

year ended December 31 2008

10.40 Transocean U.S Supplemental Retirement Benefit Plan as amended and restated effective as of November 27 2007

incorporated by reference to Exhibit 10.11 to Transocean Inc.s Current Report on Form B-K Commission File

No 333-75899 filed on December 2007

10.41 GlobalSantaFe Corporation Supplemental Executive Retirement Plan incorporated by reference to Exhibit 10.1 to the

GlobalSantaFe Corporation Quarterly Report on Form 10-0 for the quarter ended September 30 2002

10.42 Transocean U.S Supplemental Savings Plan incorporated by reference to Exhibit 10.44 to Transocean Ltds Annual

Report on Form 10-K Commission File No 000-53533 for the year ended December31 2008

10.43 Commercial Paper Dealer Agreement between Transocean Inc and Lehman Brothers Inc dated as of December 20

2007 incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current Report on Form B-K Commission File

No 333-75899 filed on December 21 2007

10.44 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Barclays Capital Inc. dated

as of December 2008 including form of Accession Agreement incorporated by reference to Exhibit 10.1 to

Transocean Inc.s Current Report on Form B-K Commission File No 333-75899 filed on December 2008

10.45 Commercial Paper Dealer Agreement between Transocean Inc and Morgan Stanley Co Incorporated dated as of

December 20 2007 incorporated by reference to Exhibit 10.2 to Transocean Inc.s Current Report on Form 8-K

Commission File No 333-75899 filed on December 212007

10.46 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Morgan Stanley Co

Incorporated dated as of December 2008 induding form of Accession Agreement incorporated by reference to

Exhibit 10.3 to Transocean Inc.s Current Report on Form B-K Commission File No 333-75899 filed on December

2008

10.47 Commercial Paper Dealer Agreement between Transocean Inc and J.P Morgan Secunties Inc. dated as of

December 20 2007 incorporated by reference to Exhibit 10.3 to Transocean Inc.s Current Report on Form B-K

Commission File No 333-75899 flIed on December 21 2007

10.48 Amended and Restated Commercial Paper Dealer Agreement between Trarisocean Inc and J.P Morgan Secunties Inc.

dated as of December 2008 induding form of Accession Agreement incorporated by reference to Exhibit 10.2 to

Transocean Inc.s Current Report on Form B-K Commission File No 333-75899 filed on December 2008

10.49 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Goldman Sachs Co

dated as of December 2008 induding form of Accession Agreement incorporated by reference to Exhibit 10.4 to

Transocean Inc.s Current Report on Form B-K Commission File No 333-75899 filed on December 2008

10.50 Guarantee dated as of December 19 2008 of Transocean Ltd pursuant to the Issuing and Paying Agent Agreement

dated as of December 20 2007 incorporated by reference to Exhibit 10.5 to Transocean Ltd.s Current Report on

Form B-K filed on December 19 2008

10.51 Form of Indemnification Agreement entered into between Transocean Ltd and each of its Directors and Executive Officers

incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current Report on Form B-K Commission File

No 333-75899 filed on October 10 2008

10.52 Form of Assignment Memorandum for Executive Officers incorporated by reference to Exhibit 10.5 to Transocean Ltd.s

Current Report on Form B-K filed on December 19 2008

10.53 Consulting Arrangement with Gregory Cauthen incorporated by reference to Exhibit 10.1 to the Companys Current

Report on Form B-K filed on May 21 2009

10.54 Dnlling Contract between Vastar Resources Inc and RB Falcon Dnlling Co dated December 1998 with respect to

Deepwater Horizon as amended incorporated by reference to Exhibit 10.1 to Transocean Ltd.s Quarterly Report on

Form 10-0 Commission File No 000-53533 for the quarter ended June 30 2010

10.55 Executive Severance Benefit

21 Subsidiaries of Transocean Ltd

23.1 Consent of Emst Young LLP
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24 Powers of Attorney

31.1 CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

99.1 Deferred Prosecution Agreement by and between The United States Department of Justice Transocean Inc and
Transocean Ltd incorporated by reference to Exhibit 99.1 to Transocean Ltds Current Report on Form 8-K Commission
File No 000-53533 filed on November 2010

101.is XBRL Instance Document

101.sci.i XBRL Taxonomy Extension Schema

101.c XBRL Taxonomy Extension Calculation Linkbase

101n XBRL Taxonomy Extension Definition Linkbase

101i.a XBRL Taxonomy Extension Label Linkbase

101 XBRL Taxonomy Extension Presentation Linkbase

Filed with our Annual Report on Form 10-K

Compensatory plan or arrangement

Exhibits listed above as previously having been filed with the SEC are incorporated herein by reference pursuant to

Rule 12b-32 under the Securities Exchange Act of 1934 and made part hereof with the same effect as if filed herewith

Certain instruments relating to our long-term debt and our subsidiaries have not been filed as exhibits since the total amount of

securities authorized under any such instrument does not exceed 10 percent of our total assets and our subsidiaries on consolidated
basis We agree to furnish copy of each such instrument to the SEC upon request

Certain agreements filed as exhibits to this Report may contain representations and warranties by the parties to such

agreements These representations and warranties have been made solely for the benefit of the parties to such agreements and may
be intended not as statements of fact but rather as way of allocating the risk to one of the parties if those statements prove to be
inaccurate may have been qualified by certain disclosures that were made to other parties in connection with the negotiation of such
agreements which disclosures are not reflected in such agreements and may apply standards of materiality in way that is different

from what may be viewed as material to investors
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized on February 28 2011

TRANSOCEAN LTD

By 1sf Ricardo Rosa

Ricardo Rosa

Senior Vice President and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of the registrant in the capacities indicated on February 28 2011

Signature

Robert Rose

Title

Chairman of the Board of Directors

Vice Chairman of the Board

Michael Talbert

1sf Steven Newman

Steven Newman

Chief Execuve Officer

Principal Execuve Officer

1sf Ricardo Rosa

Ricardo Rosa

Senior Vice President and Chief Financial Officer

Principal Financial Officer

1sf John Bnscoe

John Bnscoe

Richard Anderson

Thomas Cason

Vice President and Controller

Principal Accounting Officer

Director

Director

Director

Director

Director

Victor Gnjalva

Martin McNamara

Edward Muller
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Signature

Robert Sprague

Title

Director

Ian Strachan

Director

/si John Briscoe

John Bnscoe

Attorney-in-Fact
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TRANSOCEAN LTD

STATUTORY FINANCIAL STATEMENTS

For the years ended December 31 2010 and 2009



Ernst Young Ltd

Brandsctenkestrasse 100

P0 Box

CN-8022 Zund

Phone 41582863111

Fax 41582864020

wwweycorn/th

To the Annual General Meeting of

Transocean Ltd Zug

Zurich February 28 2011

Report of the statutory auditor on the financial statements

As statutory auditor we have audited the financial statements of Transocean Ltd which compnse the statement of operaons balance

sheet and notes pages SR-2 to SR-i for the year
ended December 31 2010

Board of Directors responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the requirements of Swiss law and

the companys articles of incorporation This responsibility indudes designing implementing and maintaining an internal control system

relevant to the preparation
of financial statements that are free from material misstatement whether due to fraud or error The Board of

Directors is further responsible for selecting and applying appropriate accounting policies and making accounting estimates that are

reasonabte in the circumstances

Auditors responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted our audit in accordance with

Swiss law and Swiss Auditing Standards Those standards require that we plan and perform the audit to obtain reasonable assurance

whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements The

procedures selected depend on the auditors judgment induding the assessment of the risks of matenal misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor considers the internal control.system relevant to

the entitys preparation of the financial statements in order to design audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the entitys internal control system An audit also indudes evaluating the

appropriateness
of the accounting policies used and the reasOnableness of accounting estimates made as well as evaluating the overall

presentation of the financial statements We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Opinion

In our opinion the financial statements for the year ended December 31 2010 comply with Swiss law and the companys articles of

incorporabOn

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act AOA and independence article 728

CO and article ii AOA and that there are no circumstances incompatible with our independence

In accordance with article 728a paragraph item CO and Swiss Auditing Standard 890 we confirm that an internal control system exists

which has been designed for the preparation of financial statements according to the instructions of the Board of Directors

We further confirm that the proposed appropriation
of available earnings complies with Swiss law and the companys articles of

incorporation
We recommend that the financial statements submitted to you be approved

Ernst Young Ltd

Is Robin Ernco
Is Jolanda Dolente

Robin Emco
Jolanda Dolente

Licensed audit expert
Licensed audit expert

Auditor tharge
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TRANSOCEAN LTD

STATEMENT OF OPERATiONS

in CHF thousands

Year ended Year ended

December 31 December 31

2010 2009

Income

Dridend iixine 292001 65144

lnrestmcome 849 1110

Total income 292850 66254

General and adniitaIve expenses 43014 27796

DeprecÆabon
262 68

Frnanoal expenses
24480 1722

lnrest expense
118

________________

Total expenses
67874 29586

Net income 224976 36668

See accompanying notes
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TRANSOCEAN LTD

BALANCE SHEET

in CHF thousands

December 31 December 31

2010 2009

Assets

Cash 35710 5422

Receivables om amlias 4267 2870

Trade and otier current asses 6908 1089

Tobh1irrentasse 46885 9381

Property and equipment 1258 1275

Less accuniilad depreciaon 295 65

Property and equipment net 963 1210

lnvestintin allliales 16476198 16476198

Long-rm no receivable -om aflihas 30725

Treasury Shares 256949

Otier non-current asses 78 77

Tolasse 16781073 16517591

Liabilities and shareholders equity

Acun payable alUlias 2103 3275

Trade and otier current habibbes 38360 1395

Tol current liabilibes 40463 4670

Otier non-current liabilibes 2713

Tol non-current liabilibes 2713

Share capil 5028529 5028529

Legal reserve

General legal reserves

Reserve torn capibi wntibuon 7925000 7947579

Reserve br teasury shares

Reserve from capibi conibubon 279628 100

Free reserve

Reserve torn capibi cntibubon 3243051 3500000

Releined earnmgs

Earngs broughtbrward 36713 45

Net Income of lie perd 224976 36668

ToI shareholders equity 16737897 16512921

ToI liabilibes and shareholders equity 16781073 16517591

See accompanying notes
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TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

economic damages including damages resulting from the decline in our stock price after the Macondo well incident The third action was

filed by former shareholder of predecessor company alleging that the proxy statement related to our shareholder meeting in connection

with our merger with the predecessor company violated Section 14a of the Exchange Act Rule 14a-9 promulgated thereunder and

Section 20a of the Exchange Act The plaintiff claims that the predecessor companys shareholders received inadequate consideration for

their shares as result of the alleged violations and seeks rescission and compensatory damages

Shareholder derivative claImsIn June 2010 two shareholder derivative suits were filed by our shareholders naming us as nominal

defendant and certain of our officers and directors as defendants in the District Courts of the U.S State of Texas The first case generally

alleges breach of fiduciary duty unjust enrichment abuse of control gross mismanagement and waste of corporate assets in connection

with the Macondo well incident and the other generally alleges breach of fiduciary duty unjust enrichment and waste of corporate assets in

connection with the Macondo well incident The plaintiffs are generally seeking on behalf of Transocean restitution and disgorgement of all

profits benefits and other compensation from the defendants

Note 14Related Party Transactions

We issued 16 million of our shares treasury shares to Transocean Inc 13 million and 14 million of which remain available as of

December 31 2010 and 2009 respectively for our future use to satisfy our obligation to deliver shares in connection with awards granted

under our incentive plans warrants or other
right

to acquire our shares

In 2010 and 2009 we received cash dividends amounting to CHF 292 million and CHF 65 million respectively from our 100 percent-owned

subsidiary Transocean Inc

On March 27 2009 Transocean Ltd entered into credit agreement for CHF 56 million revolving credit facility with Transocean

Management Ltd the borrower The variable interest rate linked to the London Interbank Offered Rate LIBOR was 3.5 percent and 4.5

percent on December 31 2010 and 2009 respectively The outstanding balance was zero and CHF 31 million for the years ended

December 31 2010 and 2009 respectively

Transocean Ltd subsidiaries perform certain general and administrative services on our behalf including executive administration

procurement and payables treasury and cash management personnel and payroll accounting and other administrative functions These

expenses are included in costs and expenses from subsidiaries in the statement of operations and totaled CHF 15 million for both years

ended December 31 2010 and 2009 of which CHF 12 million and CHF 10 million related to personnel expenses for the year ended

December 312010 and 2009 respectively

Note 15Subsequent Events

On January 24 2011 we filed an appeal with the Swiss Federal Supreme Court against the decision of the Administrative Court of the

Canton of Zug see Note Par Value Reduction Pursuant to the Invitation and Proxy Statement for the 2011 annual general meeting the

Board of Directors has proposed that shareholders at the meeting approve the rescission of the cash distribution in the form of par value

reduction approved at the 2010 annual general meeting In addition the Board of Directors has proposed for approval by the shareholders at

the 2011 annual general meeting U.S dollar-denominated dividend of USD 3.16 per outstanding share out of additional paid-in capital

which is payable in four quartey installments The proposed dividend is among other things contingent on shareholders approving the

rescission of the cash distribution in the form of par value reduction approved at the 2010 annual general meeting see Proposed

Appropriation of Available Earnings On February 18 2011 we filed with the Swiss Federal Supreme Court request to stay the pending

appeal against the decision of the Administrative Court of the Canton of Zug until shareholders have voted on the proposed rescission of the

cash distribution in the form of par value reduction approved at the 2010 annual general meeting
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TRANSOCEAN LTD

provided however that

if on the date of the 2011 Annual General Meeting the Aggregate USD Dividend Amount exceeds when
converted into CHF at USD/CHF exchange rate prevailing on or about the date of the 2011 Annual General Meeting as
determined by the Board of Directors or upon due authorization by the Board of Directors executive management in its

reasonable discretion the Dividend Reserve expressed in CHF the proposed Per Share USD Dividend Amount shall be reduced

such that the Aggregate USD Dividend Amount converted into CHF at USD/CHF exchange rate prevailing on or about the date

of the 2011 Annual General Meeting as determined by the Board of Directors or upon due authonzation by the Board of Directors

executive management in its reasonable discretion is at maximum equal to the Dividend Reserve expressed in CHF and

provided further that

if

any Aggregate Quarterly USD Dividend Amount when converted into CHF at USD/CHF exchange rate

prevailing on or about the record date for that Aggregate Quarterly USD Dividend Amount as determined by the Board of Directors

or upon due authorization by the Board of Directors executive management in its reasonable discretion exceeds the Dividend

Reserve amount expressed in CHF as of the record date for that Aggregate Quarterly USD Dividend Amount taking into account
the payment of any preceding Aggregate Quarterly USD Dividend Amount if any the Dividend Reserve so calculated hereinafter

the Remaining Dividend Reserve the Per Share Quarterly USD Dividend Amount shall be reduced such that the Aggregate

Quarterly USD Dividend Amount converted into CHF at USD/CHF exchange rate prevailing on or about the record date for such

Aggregate Quarterly USD Dividend Amount as determined by the Board of Directors or upon due authonzation by the Board of

Directors executive management in its reasonable discretion is at maximum equal to the Remaining Dividend Reserve

Shareholders may upon the terms and conditions provided by the Board of Directors in its reasonable discretion elect

during the election penod as determined by the Board of Directors or upon due authorization by the Board of Directors executive

management in its reasonable discretion to receive any Per Share Quarterly USD Dividend Amount In CHF subject to the downward

adjustments in accordance with the principles set forth above under at the USD/CHF exchange rate prevailing on or about the record

date for the relevant Per Share Quarterly USD Dividend Amount as determined by the Board of Directors or upon due authorization by the

Board of Directors executive management in its discretion

It shall be the task of the Board of Directors or upon due authorization by the Board of Directors executive management
to execute this resolution of the 2011 Annual General Meeting including but not limited to setting the record date and thus indirectly the

ex-dividend date the Installment Dates and determining the duration of the election period to request payment of Per Share Quarterly USD
Dividend Amount in CHF As specified in the Articles of Association the Board of Directors will determine the date from which shares newly
issued out of the authonzed share capital of the Company are entitled to dividend payments Shares newly issued out of the conditional

share capital are entitled to dividend payments if such shares are issued on or before the record date for the relevant Per Share Quarterly

USD Dividend Amount For the avoidance of doubt shareholders who sell their shares prior to the relevant record date lose their dividend

entitlement and transfer such entitlement to the purchasers of their shares

Any Dividend Reserve amount remaining after the payment of the final Aggregate Quarterly USD Dividend Amount shall

by operation of this shareholder resolution be immediately reallocated to the account legal reserve reserve from capital contributions

included in the Companys statutory standalone balance sheet without any requirement that such reallocation be approved by the Board of

Directors or the general meeting of shareholders

SR-20



Corporate Governance Report

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise

Transocean the Company we us or our is committed to the highest standards for corporate ethics and

governance This long-standing commitment is supported in part by our Governance Guidelines Committee

Charters and Code of Integrity

As company whose shares are listed on both the New York Stock Exchange NYSE and SIX Swiss

Exchange SIX we are bound by the legal and regulatory requirements of both Switzerland and the United States

of America This Corporate Governance Report the Report has been designed to comply ith the SIX Directive

on Information Relating to Corporate Governance

This Report refers at arious places to information contained in other parts of the document Transocean

Proxy Statement and 2010 Annual Report of which this Report forms part and to which we collectively refer in

this Report as the Annual Report In addition to this Corporate Goernancc Report the Annual Report consists of

the following parts

2010 Letter to the Shareholders

Initation to and Proxy Statement for the Annual General Meeting of Transocean Ltd of May 14

2011

2010 Annual Report to Shareholders including the consolidated tinancial statements of Transocean

Ltd and its subsidiaries for fiscal year 2010 the notes thereto and the audit reports thereon and

Statutory Financial Statements of Transocean Ltd for the years ended December 2010 and 2009

and the audit report thereon

Group Structure and Shareholders

1.1 Group Structure

Transocean is comprised of Transocean Ltd. company incorporated under the laws of Switzerland and the

ultimate parent of the group and the unlisted subsidiaries presented in Annex to this Report

Transocean Ltds registered office is at Steinhausen Turmstrasse 30 CH-6300 Zug Switzerland

Stock Exchange Listings

Stock

Exchange Securit Ticker Symbol Security No ISIN Code

NYSE Transocean Ltd. RIG H8817H100 CH 004 826551

Steinhausen

shares

SIX Transocean Ltd. RIGN 4826551 CH 0048265513

Steinhausen RIGNE III 7190 CHOII 1171903

shares second trading line second trading line second trading line

All data as of December 31 2010

As of December 31 2010 Transocean Ltd had market capitalization of approximately USD 22.2 billion or

CHF 20.6 billion

The Transocean operational group structure is described in Item Financial Statements and Supplementary

Data on page AR-68 of this Annual Report which also contains disclosures regarding the segments in which we

operate pursuant to generally accepted accounting principles in the United States

CG-1



Transocean is leading international provider of offshore contract drilling services for oil and gas wells Our

mobile offshore drilling fleet is considered one of the most modem and versatile fleets in the world Specializing in

technically demanding sectors of the offshore drilling business with particular focus on deepwater and harsh

environment drilling services we contract our drilling rigs related equipment and work crews predominantly on

dayrate basis to drill oil and gas wells At December 31 2010 we owned had partial ownership interests in or

operated 139 mobile offshore drilling units consisting of 47 High-Specification Floaters Ultra-Deepwater

Deepwater and Harsh Environment semisubmersibles and drillships 25 Midwater Floaters 10 High-Specification

Jackups 54 Standard Jackups and three Other Rigs We also had one Ultra-Deepwater Floater and three High-

Specification Jackups under construction see Notes to the Consolidated Financial StatementsNote 9Drilling
Fleet on page AR-89 el seq of this Annual Report

We also provide oil and gas drilling management services drilling engineering and drilling project

management services and we participate in oil and gas exploration and production activities Drilling management
services are provided through Applied Drilling Technology Inc. our wholly owned subsidiary and through ADT
International division of one of our U.K subsidiaries together ADTI

ADTI conducts drilling management services primarily on either dayrate or completed-project fixed-

price or turnkey basis Oil and gas properties consist of exploration development and production activities

performed by Challenger Minerals Inc and Challenger Minerals North Sea Limited together CMI our oil and

gas subsidiaries

1.2 Sign fi cant Shareholders

The table below sets forth the persons or entities known to the Company as of December 31 2010 to be

holding beneficially 2% or more of the Companys share capital registered in the commercial register Each Share

cames one vote at general meeting of shareholders of the Company and as such the number of Shares held by
each person or entity set forth below is equal to the number of voting rights held by such person or entity The Swiss

Federal Act on Stock Exchanges and Securities Trading the SESTA and the rules and regulations promulgated

thereunder to which the Company and beneficial owners of its shares are subject requires persons who directly

indirectly or in concert with other parties acquire or dispose of Transocean shares or purchase or sale rights or

obligations relating to Transocean shares and thereby directly indirectly or in concert with other parties reach

exceed or fall below threshold of 3% 5/o 10% 15/o 20% 25c 33/3% 50% or 662/3% of the Companys voting

rights whether exercisable or not to notify the Company and the Disclosure Office of SIX of such acquisition or

disposal in writing

Shareholder Purchase Positions Sale Positions of Shares Registered

BlackRock Group2 12.450.671 Shares 3.72%

7.902 contract for

difference with actual

delivery

FMR LLC 19.165.692 Shares 5.72%

The Capital Group 9.422.907 Shares 2.86c

Companies Inc.4

163.1031.625% Series

Convertible Senior Notes

Transocean Ltd 16.154620 Shares 4.3 14.017 6.1 l05M
Marsico Capital 8.607.055 Shares 2.57c

Management LLC

The percentage indicated is based on the 335.235.298 shares issued and registered in the commercial

register as of December 31 2010

The number of shares held by the BlackRock Group is based on notification received by the Company on

December 2010 informing the Company that the ownership of the BlackRock Group has exceeded 30o

The number of shares held by FMR LLC is based on statement on Schedule 13G filed with the SEC on

Februaiy 14 2011 which was filed jointly by FMR LLC Edward Johnson 3d and Fidelity

Management Research Company According to the filing FMR LLC has sole voting power over

2.891.991 shares and sole dispositi power over 19.165.692 shares and shared oting or dispositi power
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oser no shares Of the shares reported 15.660.402 shares are beneticially owned by Fidelity Management

Research Conipan an ins estment adviser and wholly-owned subsidiar of FMR LLC as result of

acting as investment ads isor to various investment companies collectivel. the Fidelity Funds with

respect to these shares FMR LLC Mr Edward Johnson 3d and each of the Fidelity Funds exercise sole

dispositive posser and the Fidelity Funds Board of Trustees exercise sole voting power

Based on notification received by the Company on November IS 2010 informing the Company that the

ownership of FNIR LLC on behalf of funds managed by and clients of FMR LLC and its direct and

indirect subsidiaries has exceeded 5c FMR LLC held 16.903.001 or 5.04 of the issued shares as of

December 31 2010 That notification was made on the basis of the reporting obligations of beneficial

owners pursuant to the SESTA and the implementing ordinances thereof

The number of shares held by Capital Group Companies Inc. is based on notification received by the

Company on Nosember 2010 informing the Company thai the ownership of the apital Group

Companies Inc. on behalf of funds managed by and clients of Capital Group Companies Inc and its

direct and indirect subsidiaries has fallen below 3% Note that as of December 31 2010 substantially all of

the l.625o Series Convertible Senior Notes which Capital iroup Companies Inc notified as

purchase position were repurchased subject to an amount of USD II million which sse called for

redemption on January 31 2011 For further information on our Cons ertible Senior Notes please refer to

the Notes to the Consolidated Financial Statements--Note II Debt l.625o Series l.SOo Series

and l.50 Series onvertiblc Senior Notes on page AR-95 Ltstq of this Annual Report

Since October 2010 Pacific Drilling Limited Pacific Drilling has the nght to exchange its 50oo

interest in the joint enture TPDI formed by Transocean Offshore International Ventures Limited

TOIVL and Pacific Drilling to own and operate tso ultra-deepwater dnllships named Dhirubhai

Decpwater KG and Dhirubhai Deepwater KG2 collectively the Driliships Pacific Drilling may elect

to exchange its interest in registered shares of Transocean Ltd the Exchange Right or cash To

calculate the number of shares deliverable or issuable by Transocean Ltd if any Pacific Drilling and

TOIVL have contractually agreed to conduct upon exercise by Pacific Drilling of its Exchange Right an

appraisal of the fair market salue of Pacific Drillings stake in TPDI subject to sarious adjustments As of

the date hereotl it cannot be determined what number of registered shares ofTransocean Ltd if any will

be issuable or deliverable upon exercise of the Exchange Right At any rate Transocean Ltds obligation to

issue or deliver registered shares sould be capped at l5o of the then-issued and outstanding shares

Based on the fair salue set forth in publicly available broker reports taking into account the carrying

amount of debt related to each Drillship and using the 30-day aserage closing price per Transocean share

on the NYSE of LSD 025 as of December 31 2010 the percentage of voting nghts conferred on Pacific

Drilling would he approximately 2.68c of Transoceans share capital as currently registered in the

commercial register

Note that the alues indicated above are used for guidance only The fair alue of the Dnllshtps and the

Transocean reference share price at the date the Exchange Right is exercised may be materially ditTerent

from the salues disclosed in or used for purposes
of this disclosure

Transocean Ltd is the sponsor of the stock options deferred units and share appreciation rights S.ARs

collectisely the Awards outstanding under Transocean Ltds share-based compensation plans

collectisel the Plans See the separate disclosure of outstanding Awards per Plan at

http phx.corateir.netphocnix.zhtmlcl13O3lpsumma Overall the Flaps relate to 4.31401

shares and voting rights or l.29o of Transoceans registered share capital The underlying in relation to

each Plan are registered shares of Transocean Ltd either out of conditional share capital authorized share

capital or by delivery of treasu shares Transocean Ltd will in accordance ss ith an exemption granted

by the SIX Disclosure Office update its disclosure regarding sale positions pertaining to its Plans once

year on the date of the release of its quarterly results for the period ending \tarch 31 in the es ent that an

updated disclosure is required because one of the thresholds set trth in Article 20 SEST.A has been

triggered

Transocean Inc has granted written conversion and share purchase rights in the tbrm of consertible senior

notes tUSD 1.7 billion aggregate principal amount of l.5 Series Consertible Senior Notes due

December 2037 and USD 1.7 billion aggregate principal amount of 1.5c Series Cons ertible Senior

Notes due December 2037 collectively with the 1.625% Series Convertible Senior Notes the

Convertible Senior Notes see item 2.7 of this Report including information regarding the l.625o

Series Convertible Senior Notes due December 2037 substantially all of shich were repurchased as of

December 31 2010 subject to an amount of USD II million sshich se called for redemption on

Januar 31 2011
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Under the terms and conditions contained within the indentures of the Convertible Senior Notes

Transocean Inc will upon occurrence of conversion event deliver cash up to the aggregate principal

amount of the notes and accn.ied interest if any Transocean Ltd would only be required to deliver or

issue shares for the remainder of its conversion obligation

As long as the share pnce per Transocean Ltd registered share does not exceed USD 168.61 as increased

and adjusted upon the occurrence of certain events as quoted on the NYSE dunng the relevant reference

period pnor to conversion event Transocean Ltd will not be required to issue or deliver any shares in

addition to its cash delivei-v obligation The Convertible Senior Notes do not provide for cap on the

relevant cons ersion price and therefore there is no maximum number of shares issuable or deliverable at

the date hereof and at any date thereafter prior to the occurrence of conversion event and the lapse of the

relevant reference period The SIX Disclosure Office has therefore granted Transocean Ltd an exemption
from the requirement to disclose the number and

percentage of soting rights attached to the sale positions

in the form of the Senior Cons ertible Senior Notes

The number of shares held by Marstco Capital Management LLC is based on notification received by the

Company on May 2010 informing the Company that the ownership of Marsico Capital Management
LLC on behalf of funds managed by and clients of Marsico Capital Management LLC and its direct and

indirect subsidiaries has fallen below 3/s

For full revies of the disclosure reports that sere made to the Company and the SIX Disclosure Office

dunng fiscal year 2010 and then published on the SIX electronic publication platform in accordance with art 20
SESTA please refer to the search facility of the SIX Disclosure Office at httpiwww.six-swiss

exchange.com sharesjcomDanies major shareholders en.html

Information on the share ownership by directors and executive officers and greater than 5% shareholders as

of December 31 2010 based on the number of the Companys shares outstanding which is equal to the shares

issued less the shares held in the Companys treasury is included on page P-32 of this Annual Report under the

heading Secuntv Ownership of Certain Beneficial Owners and on page P-33 of this Annual Report under the

heading Secuntv Ownership of Directors and Executive Officers

1.3 Cross-Shareholdings

Transocean does not have any shareholdings in companies outside the group that to its knowledge have

shareholdings in Transocean

apizal Structure

2.1 Share Capital

As of December 31 2010 the Companys share capital amounted to CHF 5.028529.470 and was divided

into 335235298 shares The shares are registered shares Vamenakien with par value of CHF IS each The
shares are fully paid non-assessable and rank pan passu with each other and all other shares

As of December 31 2010 the Company has no authorized share capital The authorized capital pursuant to

art of our Articles of Association expired on December 18 2010 Note that our Board of Directors the Board
proposed to the 2011 annual general meeting of shareholders of the Company scheduled for May 13 2011 to

amend the Articles of Association in order to renew the Companys authorized share capital until May 13 2013 For

details of that proposal refer to page P-l3 of this Annual Report under the heading Agenda Item New
Authorized Share Capital

As to conditional share capital see item 2.2 of this Report

As to the Companys par value distribution approved at the 2010 Annual General Meeting see item 2.3 of
this Report

2.2 Condtzal Share apital

As of December 31 2010 our Articles of Association pros ide for conditional share capital that authorizes

the issuance of ness shares up to maximum amount of CHF 1.951.069434.36 by issuing maximum of

167.617.649 fulk paid up shares with par value of CHF IS each Any such shares may be issued through

the exercise of conversion exchange option 5% arrant or similar rights for the subscription of shares

granted in connection with bonds options warrants or other securities newly or already issued in national
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or international capital markets or new or already existing contractual obligations by or of any member of

the group hereinafter collectively the Rights-Bearing Obligations or

in connection with the issuance of shares options or other share-based awards to members of the Board

employees contractors consultants or other persons providing services to member of the Group

The conditional share capita does not have an expiration date Shareholders do not have pre-emptive rights

to subscribe to the newly issued shares issued out of the conditional share capital

However in connection with the issuance the Company or one of its group companies of Rights-Bearing

Obligations shareholders generally have advance subscription nghts The Board may withdraw or limit the advance

subscription rights of the shareholders if the issuance is for purposes of financing or refinancing the acquisition

of an enterprise parts of an enterprise participations or investments or the issuance occurs in national or

international capital markets or through private placement

If the advance subscription rights are neither granted directly nor indirectly by the Board the following

applies The Rights-Bearing Obligations shall be issued or entered into at market conditions ii the conversion

exchange or exercise price of the Rights-Bearing Obligations shall be set with reference to the market conditions

prevailing at the date on which the Rights-Bearing Obligations are issued and iii the Rights-Beanng Obligations

may be converted exchanged or exercised during maximum period of 30 years from the date of the relevant

issuance or entr\

In connection with the issuance of any shares or Rights-Bearing Obligations pursuant to the second prong of

the conditional share capital described above i.e. the conditional share capital to satisf our obligations under the

share-based compensation plans the preemptive rights and adance subscription rights of the shareholders are

generally excluded The respective shares or Rights-Bearing Obligations are to be issued in accordance with the

share-based compensation plans of the Company or Its subsidiaries

2.3 Changes in Capital

2008 Ordinary Capital Increase Contribution in Kind

In connection with the Redomestication Transaction and related capital increase of December 19 2008 see

Item Business Background on page AR-3 of this Annual Report and in accordance with the contribution in

kind agreement dated as of December 18 2008 the Contribution in Kind Agreement the Company acquired

19.228.632 ordinary shares of the former group parent company Transocean Inc Cayman Islands company

Transocean Inc. The shares of Transocean Inc vere acquired for total value of CHF 16476107961.80 As

consideration for this contribution the Company issued to an exchange agent acting for the account of the holders

of ordinary shares of Transocean Inc outstanding immediately prior to the completion of the Contribution in Kind

Agreement and in the name and the account of Transocean Inc. total of 335.228.632 fully paid shares with total

par value of CHF 5.028.429.480 The difference between the aggregate par value of the issued shares and the total

value of CHF 11447678.48 1.80 was allocated to the legal reserves additional paid-in capital of the Company

As part of the above described transactions the extraordinary general meeting of shareholders of the

Company held on December 18 2008 approved among other things the consolidation of the registered shares of

the Company with par
value of CHF 0.01 each into registered shares with par value of CHF IS each iian

increase in the Companys share capital from CHF 100000 by an amount of CHF 5028429480 eliminating

fractional shares resulting from the consolidation described in clause above to CHF 5028529470 through the

issuance of 335228.632 fully paid registered shares with par value of CHF 15 each iii authorized share capital

authorizing the Board to issue new shares up to maximum amount of CHF 1951069434.36 by issuing

maximum of 167617649 fully paid up shares with par value of CHF 15 each the authorized share capital expired

on December 18 2010 see item 2.2 of this Report and iv the conditional share capital as described in more

detail in item 2.2 of this Report

Release of CHF 3.5 billion of legal reserves additional paid-in capital to free reserves approved at

the 2009 ACM

At the 2009 Annual General Meeting shareholders approved proposal by the Board that CHF 3.5 billion of

legal reserves additional paid-in capital be released and allocated to other reserves As to the reallocation of free

reserves to legal reserves reserve from capital contributions refer to page P-9 of this Annual Report under the

heading Agenda Item Reallocation of Free Reserve to Legal Reserve Reserve From Capital Contributions
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2.4 Shares and Other Equity Securities

Each Transocean share carries one vote at general meeting of shareholders Voting rights may be exercised

by shareholders including nominees registered in the Companys share register or by duly appointed proxy of

registered shareholder or nominee which proxy
need not be shareholder of the Company Shareholders wishing to

exercise their voting rights who hold their shares through bank broker or other nominee must follow the

instructions provided by such bank broker or other nominee or absent instructions contact such bank broker or

other nominee for instructions Shareholders holding their shares through bank broker or other nominee will not

automatically be registered in the Companys share register If any such shareholder wishes to be registered in the

Companys share register such shareholder must contact the bank broker or other nominee through which it holds

its shares

Our Articles of Association do not limit the number of shares that may be oted by single shareholder

Holders of treasury shares whether the holder is the Compan or one of its majonty-owned subsidiaries will not be

entitled to vote at general meetings of the shareholders

Our shares are registered shares with par
alue of CHF 15 each The shares are fully paid-up The shares

have been issued in uncertificated form in accordance with article 973c of the Swiss Code of Obligations COas

uncertificated securities Wertrechte In accordance with article 973c CO the Company maintains register of

uncertificated securities JVertrechtebuch

The Company has not issued any preferred shares or any non-voting equity security such as participation

certificates Partiipazionsscheine or profit sharing certificates Genussscheine

2.5 Dividend-Right Certilicate.s

The Company has not issued any dividend-right certificates

2.6 Limitations on the Trans ferahiitv of Shares and .Vomnee Registrations

The Company has not imposed any restrictions regarding the transfer of shares

The Companys share register is maintained by BNY Mellon Shareholder Services which acts as transfer

agent and registrar The share register lists the names of the registered record owners of the Companys shares

Beneficial owners of shares who hold shares through bank broker or other nominee exercise the shareholders

rights through the intermediation of such nominee Nominee companies can be entered into the share register with

voting rights The Company does not limit or restrict nominee registrations

Only holders of shares including nominees that are recorded in the share register as of the record date see

item 6.5 of this Report are entitled to vote at general meeting of shareholders

2.7 Convertible Bonds and Options

In December 2007 Transocean Inc issued S2.2 billion aggregate principal amount of l.625 Series

Convertible Senior Notes due December 2037 $2.2 billion aggregate principal amount of l.50% Series

Convertible Senior Notes due December 2037 and $2.2 billion aggregate principal amount of l.50% Series

Convertible Senior Notes due December 2037 collectively the Convertible Senior Notes For more detailed

information on the Senior Convertible Notes refer to the Notes to the Consolidated Financial StatementsNote

llDebtl.625% Series 1.50% Series and l.50/o Series Convertible Senior Notes on page AR-95 of this

Annual Report Note in particular that substantially all of the 1.625% Series Convertible Senior Notes were

repurchased as of December 31 2010 subject to an amount of USD II million which we called for redemption on

January 31 2011

We have long-term incentive plan the Long-Term Incentive Plan for executives key employees and

outside directors under which awards can be granted in the form of stock options restricted shares deferred units

SARs and cash performance
awards and ii other incentive plans under which awards are currently outstanding

Awards that may be granted under the Long-Term Incentive Plan include traditional time-vesting awards time

based awards and awards that are earned based on the achievement of certain performance criteria performance

based awards or market factors market-based awards For information on our share-based compensation plans

refer to the Notes to the Consolidated Financial StatementsNote 17Share Based Compensation Plans on page

AR- 110 of this Annual Report and Transoceans compensation discussion and analysis on page P.34 et seq of this

Annual Report under the caption Compensation Discussion and Analysis

CG-7



Board of Directors

3.1 The members of the Board as of December 31 2010 are set forth below All
ages included are as of

3.2 February 15 2011

Note that Robert Long and John \Vhitmire resigned from the Board effective February 28 2010 and

July 12010 respectively

Note further that Richard George resigned from the Board effective February II 2011 and Robert

Rose and Victor Gnjalva will not stand for re-election at the 2011 annual general meeting to be held on May 13
2011

Class IllTerms Epinng 2011

ROBERT ROSE age 71 U.S citizen has served as Chairman of the Board of Directors of the Company since

November 2007 Since February 2009 Mr Rose has served on the Industry Executive Board of Avista Capital

Partners II LP private equity company Mr Rose served as President of Taylor Energy Company LLC private

oil and gas production company based in New Orleans Louisiana from March 2008 until July 2009 when he

resigned as President but continues to serve on the Board of Directors of Taylor Energy Company LLC Mr Rose

was the non-executive Chairman of the Board of Directors of GlobalSantaFe Corporation from March 2004 when
he retired as an employee of GlobalSantaFe until November 2007 Mr Rose served as GlobalSantaFes Executive

Chairman from 2001 until 2004 prior to which he served as the President and Chief Executive Officer of Global

Marine after re-joining Global Marine in 1998 and as Global Marines Chairman from l999 through 2001 He began
his professional career with Global Marine in 1964 and left Global Marine in 1976 Mr Rose then held executive

positions with other offshore dnlling companies including more than decade as President and Chief Executive

Officer of Diamond Offshore Drilling Inc and its predecessor Diamond Company He resigned from Diamond
Offshore in 1998 and served as President and Chief Executive Officer of Cardinal Services Inc. an oil services

company before re-Joining Global Marine Mr Rose holds Master of Business Administration MBA degree
from Southern Methodist University Dallas Texas 1980

MARTIN MCNAMARA age 63 U.S citizen has served as director of the Company since November 1994
Mr McNamara is retired Partner of the law firm of Gibson Dunn Crutcher LLP and has served as member of

the firms executive finance planning and compensation committees as well as Partner-in-Charge of the firms

Texas practice During the past ten years and prior to his retirement in 2010 Mr McNamara was in the private

practice of law Mr McNamara received his Bachelor of Arts degree in 1969 from Providence College and his law

degree in 1972 from Yale Law School Mr McNamara has served as the chair of the Corporate Counsel Section of
the State Bar of Texas and is lifetime fellow of the Texas Bar Foundation

IAN STRACHAN age 67 U.K and U.S citizen has served as director of the Company since December
1999 Mr Strachan isa director of Caithness Petroleum Ltd since 2008 Xstrata plc since 2003 and Rolls Royce

Group plc since 2003 He served as director of Johnson Matthey plc from 2002 to March 2009 and as Chairman
of the Board of Instinet Group Incorporated from January 2003 to December 2005 Mr Strachan served as Chief

Executive Officer of BTR plc from 1996 until 1999 From 1987 to 1995 Mr Strachan was with Rio Tinto plc

serving as Chief Financial Officer from 1987 to 1991 and as Deputy Chief Executive Officer from 1991 to 1995 He
was employed by Exxon Corporation from 1970 to 1986 Mr Strachan received his Master of Arts in History in

1965 from Christs College Cambridge University and his Master of Public Affairs in 1967 from the Woodrow
Wilson School Princeton University and was teaching fellow and Ph.D candidate at Harvard University from

1969 to 1970

VICIOR CRIJALVA age 72 U.S citizen has served as director of the Company since December 1999 and
served as Chairman of our Board of Directors until October 2002 He is the retired Vice Chairman of Schlumberger
Linited Before serving as Vice Chairman Mr Grijalva served as Executive Vice President of Schlumbergers
Oilfield Services division from 1994 to January 1999 and as Executive Vice President of Schlumbergers Wireline

Testing Anadrill division from 1992 to 1994 He is currently director of Dynegy Inc since 2006 and Global
Oilfield Services since 2009 Within the past five ears Mr Grijalva was also an advisory director of Tenaris S.A

from 2004 to 2006 and director of Hanover Compressor Company from 2002 to 2006 Mr Grijalva graduated in

1963 from Carnegie Mellon University with bachelors degree in electrical engineering and in 1964 from the

University of Penns Ivania with masters degree in electrical engineering
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Class ITerms Expiring 2012

RICHARD ANDERSON age 57 U.s citizen has sered as director of the Company since No ember 200

He served as director of GlobalSantaFe Corporation from September 2006 until November 2007 Since August

2008 Mr Anderson has served as the Chief Financial Officer of Eurasia Drilling Company Limited the largest land

drilling company in the former Soviet Union From March 2007 until August 2008 Mr Anderson was pn ate

investor Mr Anderson served as the President and Chief Executive Officer of Pnme Natural Resources Inc from

May 2002 until March 2007 Before joining Prime Natural Resources Inc. Mr Anderson was managing partner
of

Hem Associates LLP certified public accounting firm Since 2007 he has sered as the chairman of the board

and chairman of the audit committee of Vanguard Natural Resources LLC \Vithin the past ten years Mr Anderson

was also director of Calibre Energy Inc from 2006 to 2007 and director of Boots Coots Inc from 1999 until

it was acquired by Halliburton Company in September 2010 Mr Anderson received his Bachelor of Science degree

in accounting in 1978 and his Masters in Taxation degree in 1985 from the University of Colorado He is member

of the AICPA the Texas Society ofCPAs and the Society of Exploration Geophysicists

EDWARD MULLER age 59 U.S citizen has sered as director of the Company since November 2007 and

served as director of GlobalSantaFe Corporation from November 2001 to November 2007 and of Global Manne

Inc from 1997 to 2001 Since the merger of Mirant Corporation with RRI Energy Inc to form CienOn Energy Inc

in December 2010 he has served as GenOn Energy Inc.s Chairman and Chief Executive Officer Prior to the

merger Mr Muller served as Chairman President and Chief Executive Officer of Mirant Corporation since

September 2005 Mr Muller was private investor from 2000 until 2005 Mr Muller served as President and Chief

Executive Officer of Edison Mission Energy wholly owned subsidiary of Edison International from 1993 until

2000 During his tenure Edison Mission Energy was engaged in developing owning and operating independent

power production facilities worldwide Within the past ten years Mr Muller was also director of The Keith

Companies Inc and Omat Technologies Inc Mr Muller received his Bachelor of Arts degree in 1973 from

Dartmouth College and his law degree in 1976 from Yale Law School Since 2004 Mr Muller has been trustee of

the Riverview School and since 2008 its chairman

RICHARD GEORGE age 60 U.S and Canadian citizen has served as director of the Company since

November2007 He served as director of GlobalSantaFe Corporation from November 2001 until November2007

Since 1991 he has been the President and Chief Executive Officer of Suncor Energy Inc. videl held Canadian

integrated oil and gas company Prior to 1991 Mr George spent ten years in the international oil business with Sun

Company where he held various positions in project planning production ealuation exploration and production

During the last four years of this period he was Managing Director of Sun Oil Bntain Limited in the U.K Mr

George is the past Chairman and current member of the Board of Directors of the Canadian Council of Chief

Executives Mr George holds Bachelor of Science degree in engineering from Colorado State University 1973

law degree from the University of Houston Law School 1977 and is graduate of the Harvard Business School

Program for Management Development 1984

Class IlTerms Expiring 2013

STEVEN NEWMAN age 46 U.S citizen is President and Chief Executive Officer and member of the Board

of the Company since 2010 Before being named as Chief Executive Officer in March 2010 Mr Newman served as

President and Chief Operating Officer from May 2008 to November 2009 and subsequently as President Mr

Newmans prior senior management roles included Executive Vice President Performance No ember 2007 to May

2008 Executive Vice President and Chief Operating Officer October 2006 to November 2007 Senior Vice

President of Human Resources and Information Process Solutions May 2006 to October 206 Senior Vice

President of Human Resources Information Process Solutions and Treasury March2005 to May 2006 and Vice

President of Performance and Technology August 2003 to March 2005 He also has served as Regional Manager

for the Asia and Australia Region and in international field and operations management positions including Project

Engineer Rig Manager Division Manager Region Marketing Manager and Region Operations Manager Mr

Newman joined the Company in 1994 in the Corporate Planning Department Mr Newman receied his Bachelor of

Science degree in Petroleum Engineering in 1989 from the Colorado School of Mines and his MBA in 1992 from

the Harvard University Graduate School of Business Mr Newman is also member of the Societ\ of Petroleum

Engineers

THOMAS CASON age 68 U.S citizen has served as director of the Company since November 200 He

served as director of GlobalSantaFe Corporation from November 2001 until November 2007 and of Global

Marine Inc from 1995 to 2001 Mr Cason owned and managed five agncultural equipment dealerships until his

retirement in December 2006 He served as interim President and Chief Operating Officer of Key Tronic
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Corporation during 1994 and 1995 and was partner in Hiller Key Tronic Partners L.P Mr Cason previously held

vanous financial and operating positions with Baker Hughes Incorporated including senior executive positions with

Baker Hughes Drilling Group serving most recently as Senior Vice President and Chief Financial Officer of Baker

Hughes Incorporated Mr Cason started his career as public accountant with Arthur Young Company Mr
Cason served as member of the Board of Directors of Mirant Corporation from 2006 until December 2010 and

was chairman of its audit committee from January 2006 until May 2009 Mr Cason received his Bachelor of

Science degree in Accounting in 1970 from Louisiana State University

ROBERT SPRAGUE age 66 U.S citizen has served as director of the Company since Ma 2004 Mr
Sprague is the retired Regional Business Director of Shell EP International BV position in which he served from

April 1997 until June 2003 Mr Sprague served as Director of Strategy Business Services for Shell EP
International BV from January 1996 until March 1997 and as Exploration Production Coordinator of Shell

International Petroleum BV from May 1994 to December 1995 Mr Sprague joined the Royal DutchShell group of

companies in 1967 and served in vanety of positions in the United States and Europe during his career including

as director of Shell Canada Limited publicly traded company from April 2000 to April 2003 Mr Sprague
received his Bachelor of Science degree in 1966 and his Masters in Electncal Engineering degree in 1967 from

Cornell University

MICHAEL TALBERT age 64 U.S citizen has served as director of the Company since August 1994 He
has served as the non-executive Vice Chairman of the Board since August 2010 and previously served as non-
executive Chairman of the Board from October 2004 until November 2007 Mr Talbert served as the executive

Chairman of the Board from October 2002 until October 2004 Mr Talbert also served as Chief Executive Officer

from August 1994 until October 2002 Chairman of the Board of Directors from August 1994 until December 1999
and as President from December 1999 until December 2001 Prior to assuming his duties with us Mr Talbert was

President and Chief Executive Officer of Lone Star Gas Company natural gas distribution company and division

of Ensearch Corporation He is currently director of El Paso Corporation since 2003 Within the past ten years
Mr Talbert was also director and the chairman of TODCO Mr Talbert received his Bachelor of Science degree in

chemical engineering in 1970 from the University of Akron and his MBA in 1975 from Loyola of the South

3.3 Election and Term of Qflice

3.3.1 Election Procedure and Term Limits

Our Articles of Association provide that members of the Board may be elected at general meeting of

shareholders by plurality of the votes cast by the shareholders present in person or by proxy at the meeting The

Companys Corporate Governance Guidelines have majority vote policy that provides that the Board may
nominate only those candidates for membership who have submitted an irrevocable letter of resignation that would

be effective upon and onl in the event that such nominee fails to receive sufficient number of votes from

shareholders in an uncontested election and the Board accepts the resignation If nominee who has submitted

such letter of resignation does not receive more votes cast for than against the nominees election the

Companys corporate governance committee must promptly review the letter of resignation and recommend to the

Board whether to accept the tendered resignation or reject it The Board must then act on the corporate governance
committees recommendation within 90 days following the certification of the shareholder vole The Board must

promptly disclose its decision regarding whether or not to accept the nominees resignation letter

Our Board is classified into three classes of directors each of which serve for staggered three-year periods

Under our Corporate Governance Guidelines directors must retire at the annual general meeting following
their 72 birthday Other than that we do not have any term limits
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3.3.2 Time of First Election Remaining Term of Office for each Director

Robert Rose

Ian Strachan

Richard George

Independent outside director 2007

Independent outside director 2007

Age as of February 15 2011

Messrs Robert Rose and Vidtor Orijalva will not stand for re-election at the 2011 annual

general meeting

For further information regarding the proposed
election of new directors and the reelection of existing

directbrs refer to page P.16 of this Annual Report under the heading Agenda Item Election of 1hree New

DirectorsJagieet Bindra Steve Lucas and Tan Ek Kia Reelections

3.4 Inlernal Organizational Structure

The Board is ultimately responsible for the general policies and management of the Company The Board

establishes the strategic organizational accounting and financing policies to be followed by the Company and the

other group companies The Board has delegated the conduct of the day-to-day business operations to Executive

Management which is headed by Steven Newman President and CEO The Board met four times in 2010 For

further information on the allocation of tasks with the Board the membership tasks and area of responsibility of the

Board Committees and the work methóds of the Board and its Comnthtees refer to page
P-21 et seq of this Annual

Report under the caption Corporate Governance

3.5 Definition ofAreas of Responsibility

For information regarding
the general principles regarding the areas of responsibility

between the Board of

Director ad Executive Management including the responsibility and composition of the committees of the Board

of Diictors
refer to page P-2 et seq àf this Annual Report

under the caption Corporate Governance and ii

page AR-3 lof this Annual Report under t1C caption Executive Officets of the Registrant

3.6 Information and Confrol instruments Vis-à-vis Executive Management

The Board uses several tools to be kept infonned about group operations
and exercise control over executive

management

The Board receives quarterly performance and financial report from executive management The report is

comprised of consolidated financial information and includes an income statement balance sheet and

cash flow statement including comparison of each to budgeted and pior year figures iimanagement

performance comments and iii communication of key issues

FirstElecifon Remaining Term

Steven L.Newtnan 46 Exvircto_
Thomas Cason 68 Independent outside director 2007

_____

Robert Sprague
66

Michael Talbert 64 Independent
outside dir cot 1994 _2s_

Victor Grijalva 72 Independent outside director 1999

Proposed for

Martin McNamara 63 Independent outside director 1994 reelection at 2011

AGM

71

Expires at the

2011 AGM2
Proposed for

67 Independent outside director 1999 reelection at 2011

AGM

Richard Aflderson 57 Independent outside director 2007 year

Edward Muller 59 n4çpdent outside director 2O0 flr
Resigned effective

Feb 2L
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Members of lxecutive Management generally attend the quarterly meetings of the Board of Directors

Between each quarterly meeting of the Board of Directors the Chief Executive Officer distributes report

detailing the companys performance in the areas of safety marketing and financial results Additionally
the hief Executive Officers keeps the Board of Directors informed of ad-hoc issues which affect the

Companys performance

The internal audit function reports directly to the Audit Committee and only administratively to the hief

Executive Officer

Transocean has risk management process whereby key risks are identified and communicated to

executive management and the Board of Directors As to risk management please also refer to page P-2

c/seq of this Annual Report under the caption Corporate Governance

Executive Management

4.1/ The members of executive management as of December 31 2010 are set forth below All ages included are

4.2 as of February 15 2011

Note that Robert Long our former President and Chief Executive Officer resigned effective February
28 2010 and Cheryl Richard our former Senior Vice President Human Resources and IT resigned effective

May 31 2010

Note further that efiectivc February 2011 the Board appointed Nick Deeming us Senior Vice President

General Counsel and Assistant Corporate Secretary of the ompany Eric Brown who served in that role until

February 2011 will take up new role within the Company and is no longer member of executive management

STEVEN NEWMAN aged 46 U.S citizen is our President and Chief Executive Officer He is also member
of the Board Refer to items 3.1/3.2 of this Report for information regarding his professional and educational

background his previous tasks for us and his other activities

ARNAUD A.Y BOBILLIER aged 55 French citizen is Executive Vice President Asset and Performance of the

ompany Before being named to his current position in August 2010 Mr Bobillier served as Executive Vice

President Assets of the ompany March 2008 to August 2010 Senior Vice President of the Companys Europe
and Africa Unit which covers offshore drilling operations in 15 countries January 2008 to March 2008 Vice

President of the Companys Europe and Africa unit May 2005 to January 2008 and Regional Manager for the

Europe and Africa Region January 2004 to May 2005 From September 2001 to January 2004 Mr Bobillier

served as Regional Manager for the Companys West Africa Region He began his career with predecessor

company in 1980 and has served in various management positions in several countries including the U.S France
Saudi Arabia Indonesia Congo Brazil South Africa and China Mr Bobillier received his engineering degree in

fluid mechanics and thermodynamics in 1980 from the Ecole Superieure des Techniques de Ilngenieur de Nancy
France

JOHN BRISCOE aged 53 U.S citizen is Vice President and Controller of the Company Before being named
to his current position in October 2007 Mr Briscoe served as Vice President Audit and Advisory Services June
2007 to October 2007 Director of Investor Relations and Communications January 2007 to June 2007 and

Finance Director for the Companys North and South America Unit June 2005 to January 2007 Prior to joining

the Company in June 2005 Mr Briscoc served as Ferrellgas Inc.s Vice President of Accounting July 2003 to June

2005 Vice President of Administration June2002 to July2003 and Division Controller June 1997 to June2002
Prior to working for Ferreilgas Mr Briscoc served as Controller for Latin America for Dresser Industries Inc.

which has subsequently been acquired by Halliburton Inc Mr Briscoe started his career with seven years in public

accounting beginning with the firm of KPMG and ending with Ernst Young as an Audit Manager Mr Briscoe is

certified public accountant and received his Bachelors degree in Business Administration Accounting in 1981

from the University of Texas

RICARDO ROSA aged 54 U.K citizen is Senior Vice President and Chief Financial Officer of the ompany
Before being named to his current position in September 2009 Mr Rosa served as Senior Vice President of the

Companys Europe and Africa Unit which covers offshore drilling operations in 15 countries April 2008 to August
2009 Senior Vice President of the Asia and Pacific Unit January 2008 to March 2008 Vice President of the Asia
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and Pacific Unit May 2005 to December 2007 Regional Manager fir the Asia Region June 2003 to April 2005
and Vice President and Controller December 1999 to May 2003 Beginning in September 1995 Mr Rosa was

Controller of Sedco Forex Holdings Limited one of our predecessor companies Mr Rosa received his Master of

Arts degree in 1977 from Oxford University and subsequently qualified as Chartered Accountant with the Institute

of Chartered Accountants in England and Wales in 1981

IHAB TOMA aged 48 Egyptian citizen is Executive Vice President Global Business of the Company Before

being named to his current position in August 2010 Mr Toma served as Senior Vice President Marketing and

Planning of the Company from August 2009 to August 2010 Before joining the Company Mr Toma served as

Vice President Sales and Marketing for Europe Africa and Caspian for Schlumberger Oiltield Services from April

2006 to August 2009 Mr Toma led Schlumbergers information solutions business in various capacities including

Vice President Sales and Marketing from 2004 to April 2006 prior to which he served in variety of positions

with Schlumberger Ltd including President of Information Solutions Vice President of Information Management
and Vice President of Europe Africa and CIS Operations He started his career with Schlumberger in 1986 Mr
Toma received his Bachelors degree in Electrical Engineering in 1985 from Cairo University

ERIC BROWN aged 59 U.S citizen is Senior Vice President and General Counsel of Transocean Ltd Mr
Brown served as Vice President and General Counsel since February 1995 and Corporate Secretary since September

1995 He was named Senior Vice President in February 2001 Prior to assuming his duties with the company Mr
Brown worked at Coastal Gas Marketing Company and served as its General Counsel He earned Bachelor of Arts

degree from Hope College in Michigan 1973 and J.D degree from Indiana University law school 1976

4.3 Management Contracts

Transocean has not entered into any contractual relationships with third parties regarding the management
of the Company or its subsidiaries

CompensatIon Skareholdings and Loans

Please refer to Transoceans compensation discussion and analysis on page P-34 er req of this Annual Report

under the caption Compensation Discussion and Analysis for information on Transoceans compensation of its

directors and executive officers and regarding how and why we make compensation decisions

Please note that the specific compensation elements of Mr John Briscoe Vice President Controller are

not incorporated into the Compensation Discussion and Analysis based on the criteria for Named Executive

Officers as established by The United States Securities Exchange Commissions Regulation S-K but described

below Mr Bnscoes compensation elements are largely the same and calculated similarly as those of all other

Named Executive Officers with the exception of the data used to determine the competitive market compensation

for his role Because Mr Briscoe is not among the top five highest paid executives compensation data for

comparably ranked executive is not available from the peer group therefore we rely solely on published

compensation survey data to determine the competitive market compensation for his position

Ezecutive Compensation Program Direct Compensation Elements

Base Salary

Effective February 16 2010 for Mr Briscoes base salary was USD 270000

Performance-Based Incentive Compensation

Mr Briscoes performance-based incentive compensation is delivered through our Performance Award and

Cash Bonus Plan and our Long-Term Incentive Plan

Performance Award and Cash Bonus Plan

2010 Cash Bonus Plan

In February 2010 target bonus opportunity for 2010 for Mr Briscoe was established at 40% of base

salary
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Long-Term Incentive Plan

The annual long-term incentive award granted to Mr Briscoe in 2010 was USD 500000

Special Retention wardc

In February and November 2010 recognizing the need for an additional mechanism to ensure the Company
is able to retain key executives the Committee approved special retention awards to Mr Briscoe totaling USD
800000 that were intended to address competitive market pressuret and ensure stability in the executive leadership

team for the future

Executive Compensation Summary

The following table provides information about the compensation of Mr John Briscoe Vice President

Controller

Non-Equity Change In Pension Value and

Stuck Opti. l.csmtlv Plan No.quallft.d Deferred All Other

Salat Bonus Awards Awsrdsm Compensation Compensation Earnings Compensation Total
Year

LZi0 266875 47846_ 1024766 185901 74013 38804 1638205

Represents the aggregate grant date fair value during such year under accounting standards for recognition
of share-based compensation expense for restricted shares and deferred units granted pursuant to our LTIP
in the specified year For discussion of the valuation assumptions with respect to these awards please

refer to the Notes to the Consolidated Financial StatementsNote IlShared Based Compensation Plans

on page AR-I 10 of this Annual Report

Represents the aggregate grant date fair value during such year under accounting standards for recognition

of share-based compensation expense for options to purchase our shes.rantcd der the LTIP in the

specified year For discussion of the valuation assumptions with respect to these awards please refer to

the Notes to the Consolidated Financial StatementsNote 17$hared Based Compensation Plans on page
AR-i 10 of this Annual Report

There are no nonqualified deterred compensation earnings included in this column because Mr Briscoe did

not receive above-market or preferential earnings on such compensation during 2010

Grants of Plan-Based Awada for Fiscal Year 2010

The following table Sets forth Information concerning grants of plan-based awards for the year ended
December 312010 for Mr Bnscoe

Estimated Future Payouts Und All Other

Non-Equity lece.th Pla Estimated Future Payouts Under Option
Awards3 Equity ludve Ph.- Awards3 Awsrds Grant Date

Number of Fair Value of

Securities Exercise or Stock and

Uad.Ølyh.g Base Pike of Option
Grant Threshold Target Maximum Threshold Target Maximum Options3 Option Awards Awards4

Date
$/Sh

108000 216.000

2/18/2010
5896 83.32 557703

2/18/2010 716 2862 5.009 219744
2/18/2010 4579 381522

11/17/2010 6275 423500

This column shows the potential amount of cash payable to Mr Briscoe under our Performance Award and
Cash Bonus Plan For thore information regarding our Performance Award and Cash Bonus Plan including

the performance targets used for 2010 see Compensation biscussion and AflalysisPerfonnance Award
and Cash Bonus Plan
The February 18 2010 contingent deferred unit award is subjictto three-yeà performance petiod ending
on December 31 2012 The actual number of deferred units received will be determined in the first 60 days
of 2013 and is contingent on our performance in Total Shareholder Return relative to the Performance Peer

Group Any earned shares will vest on December 31 2012 For more information regarding our LTIP
including the performance targets used for 2010 and the contingent nature of the awards granted under our
LTIP please read Compensation Discussion and AnalysisLong-Term Incentive Plan
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This column shows the number of time-vested stock options granted to Mr Briscoe under the LTIP The

options vest in one-third increments over three-year period on the anniversary of the date of grant

This column represents the grant date fair value of these awards calculated in accordance with acoounting

standards for recognition of share-based payment
awards

Represents time-vested deferred unit retention awards granted to Mr Briscoe The awards vest in one-third

increments over three-year period on the anniversary of the dates of grant

Outstanding Equity Awards at Fiscal Year-End 2010

The following table sets forth information with respect to outstanding equity awards at December 31 2010

for Mr Briscoe

Optfro Award Stock Award

Equity incentive

Number of Market Plan Awards Equity Incentive

Number of Securities Number Value of Number of Plea Awards

Securities U.derlylng
Share or Share or Unearned Market or Payout

Uaderllq Unexsrdaed Unit of UaIts of Shares Units or Value of Unesraed

UnezerclHd Opdoaa OptIet Stock Stock That Other Right Sb.res Unit or

Opts.. Unexercis- Exerdue Option Opt$on That Have Have Nt That Rave Nsf Other light That

Exercisable able Pete Grant Expiration Not Vested Vested Vested Have Nt Vested

S/Share Date Date SI

4621 2311 1144.32 7/9/08 7/8/IS

3394 6788 $60.19 2/12/09 2/11/19

5896 183.32 2/18/10 2117/20

4579 318286

6275 436175
4936 343101

2862 198938

For purposes
of calculating the amounts in these columns the closing price of our shares on the NYSE on

December 31 2010 of $69.51 was used

Represents time-vested deferred unit retention award granted on Fcbuary 18 2010 The award vests in one-

third increments over three-year period on the anniversary of the date of grant

Represents time-vested deferred unit retention awards granted on November 17 2010 The awards vest in one-

third increments over three-year period on the anniversary of the date of grant

Represents the February 12 2009 contingent deferred unit award which Is stbject to three-year performance

period ending on December 31 2011 The actual number of deferred units received will be determined in the

first 60 days of 2012 and is contingent on our performance in Total Shareholder Return relative to the

Performance Peer Group Any shares earned will vest on December 312011

Represents
the February 18 2010 contingent deferred unit award which is subject to three-year peformance

period ending on December31 2012 The actual number of deferred units received will be determined in the

first 60 days of 2013 and is contingeit on our performance in Total Shareholder Return relative to the

Performance Peer Group Any shares earned will vest on December 31 2012 For more information regarding

our LTIP including the performance targets used for 2010 and the contingent nature of the awards granted

under our LTIP please refer to Compensation Discussion and AnalysisLong-Term lncentiye Plan on page

P48 of this Annual Report

Option Exercises and Shares Vested for FIscal Year 2010

The following table sets forth information with respect to the exercise of options and the vesting of restricted

shares and deferred units as applicable during 2010 for Mr Briscoe

Option Award Stock Awards

Number of Shares Value Realized Number of Share Value Realized

Acquired on Exerclss on ExerciseS Acquired on Vesting on VestIngS

695 33777
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Pension Benefit for Fiscal Year 2010

We maintain the Transocean U.S Retirement Plan and the Transocean Pension Equalization Plan for Mr
Briscoe that provide for post-retirement income based on age and years of service The following table sets forth

information with respect to pension benefits payable to Mr Briscoe pursuant to these plans

Number of Years Present Value of Payments During
Plan Name Credited Service Accumulated Benefit Last Fiscal Year

Transocean U.S Retirement Plan 169815
Transocean Pension Equalization Plan 89081

Nonqualifled Deferred Compensation for Fiscal Year 2010

The following table sets forth information with respect to nonqualified deferred compensation payable to Mr
Bnscoe These plan benefits are payable in cash from the Companys general assets

Eiecutlve Registrant

Centrlbutlp.s Contributions in
Aggregate Earnings

Aggregate Aggregate

Wlthdrawals/ Balance at

in LaM FY Last FY
In Last FY

Distributions Last FYEt2

200

The Transocean U.S Supplemental Savings Plan was frozen as of December 31 2008 Accordingly no new
participants were added in 2010 The balances under the plan will continue to accrue interest and remain in the

plan until the participant leaves the Company
Represents earnings in 2010 on balances in the Transocean U.S Supplemental Savings Plan

Represents balances as of December 31 2010 in the Tranaocean U.S Supplemental Savings Plan

Potential Payments Upon Termination or Change of Control

The following tables set forth as of December 31 2010 information with respect to compensation that

woul4 be payable to Mr Briscoe upon variety of termination or change of control scenarios Mr Briscoe is

eligible to receive severance benefits under the executive severance benefit policy For additional details on each

compensation element as determined by the termination scenario please refer to Transoceans compensation
discussion and analysis on page P.68 el seq of this Annual Report under the caption Compensation Discussion and

Analysis potential Payments Upon Termination or Change of Control

Voluntary
Involuntary Change of

Retirement Death DisabilityNot-for-Cause Control

Cash Severance Payment
$270000 $270000

Non-Equity Incentive Plan

Compensation $l08000 $108000 S10K000 $108000 $108000
Outplacement Services $l3500 $l3500

Pension Equalization Plan

$89.08 $89081 $89.08 $89081 $54774 $89.08

Equity hicentive Plan

Compensation under our LTIP

Vested Stock Options $31632 $31632 $31632 $31632 S3 1632 $31632

Unvested Stock OIboOs
$63264 $63264 $63264

TimBssed Deferred Units

$754462 $754462 S754462 $754462 $754462
Performance-Based Deferred

Units $272881 $542039 $272881 $272881 $272881
Supplemental Savings PLan8 $200 $200 $200 $200 $200 $200
Welfare Payment $27287 $27287 $27287

Disability Benefit

Life Insurance
$1000000

Tot.J Potential Payments $120913 $1598675 $l899465 $1315675 $2285213 $1319520
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In addition for information required to be disclosed under Swiss law regarding compensation during fiscal

year 2010 of directors and executive officers in the aggregate and regarding the security ownership of directors and

executive officers as of December 31 2010 please refer to the Notes to the Consolidated Financial Statements-

Note 26 -Supplemental Disclosures Required by Swiss Law Compensation and Security Ownership of Board

Members and Executive Officers on page AR-I 19 of this Annual Report in conjunction with the Notes to the

Transocean Ltd standalone statutory financial statements included in this Annual Report- Note Board of

Directors Compensation Note SExecutive Management Compensation and Note -Share Ownership Board of

Directors and Executive Management on page SR-8 page SR-Il and page SR- 15 respectively of this Annual

Report

Shareholders Participation Rights

6.1 Voting Rights and Limitations to Shareholders Voting Rights

Each share carries one vote at general meeting of shareholders Voting rights may be exercised by

shareholders including nominees registered in the Companys share register or by duly appointed proxy of

registered shareholder or nominee which proxy need not be shareholder of the Company Shareholders wishing to

exercise their voting rights who hold their shares through bank broker or other nominee must follow the

instructions provided by such bank broker or other nominee or absent instructions contact such bank broker or

other nominee for instructions Shareholders holding their shares through bank broker or other nominee will not

automatically be registered in the Companys share register If any such shareholder wishes to be registered in the

Companys share register such shareholder must contact the bank broker or other nominee through which it holds

its shares

There are currently no limitations under our Articles of Association restricting the rights of shareholders to

hold or vote Transocean shares

6.2 Supermajority Requirements Quorums

Supermajorlty Requirements

Pursuant to our Articles of Association the shareholders generally pass resolutions by the affirmative vote

of majority of the votes cast at the general meeting of shareholders not counting broker non-votes abstentions

and blank or invalid ballots unless otherwise provided by law including stock exchange regulations or our

Articles of Association

Regarding election of directors by plurality of the votes cast and Transoceans majority vote policy refer

to item 3.3.1 of this Report

The CO and/or our Articles of Association require the affirmative vote of at least two-thirds of the voting

rights and an absolute majority of the par value of the shares each as represented in person or by proxy at

general meeting of shareholders to approve the following matters

the amendment to or the modification of the purpose
of the Company

the creation or cancellation of shares with privileged voting rights

the restriction on the transferability of shares or cancellation thereof

the restriction on the exercise of the right to vote or the cancellation thereof

an authorized or conditional increase in the share capital

an increase in the share capital through the conversion of capital surplus through contribution in

kind or for purposes
of an acquisition of assets or3 grant of special privileges

the limitation on or withdrawal of preemptive rights

change in the registered office of the Company

the conversion of registered shares into bearer shares and vice versa and

the dissolution of the Company
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Our Articles of Association further require the affirmative vote of at least two-thirds of the shares entitled

to vote at general meeting of shareholders to approve the following matters

the removal of member of the Board

any changes to Article 14 paragraph of the Articles which requires advance notice of proposal

requirements

any changes to Article 20 of the Articles which sets forth the supermajority vote requirements

any changes to Article 21 of the Articles which sets forth the quorum requirements

any changes to Article 22 of the Articles which specifies the number of members of the Board

any changes to Article 23 of the Articles which sets trth the classification of the Hoard and

any changes to Article 24 of the Articles which sets fbrth the indemnification provisions for members of

the Board and officers

The Articles
require the affirmative vote of holders of the number of shares equal to the sum of two-

thirds of the number of all shares entitled to vote at general meeting of shareholders plus number of shares

entitled to vote at the general meeting of shareholders that is equal to one-third of the number of shares held by
interested shareholders for the Company to subject to certain exceptions engage in any business combination with

an interested shareholder and for the amendment of the provisions in the Articles relating to this shareholder

approval requirement An interested shareholder is generally defined as shareholder that together with its

affiliates and assoctes beneficially directly or indirectly owns 5% or more of the shares entitled to vote at

general meeting of the shareholders of the Company

Irrespective of Swiss law and the Articles of Association the NYSI requires shareholder vote for certain

matters such as

The approval of equity compensation plans or amendments to such plans
the issuance of shares equal to or in excess of 20% of the voting power of the shares outstanding hefore the

issuance of such shares subject to certain exceptions such as public offerings for cash and certain hona
tide private placements

certain issuances of shares to related parties and

issuances of shares that would result in change of control

For these types of matters the minimum vote which will constitute shareholder approval for NYSE listing

purposes is the approval by majority of votes cast provided that the total vote cast on the proposal represents over
50% in interest of all securities entitled to vote on the proposal

Quorums

The presence of shareholders in person or by proxy holding at least majority of the Shares recorded in

the Companys share register and generally entitled to vote at meeting is quorum for the transaction of most

business at the general meeting of shareholders

Shareholders present in person or by proxy holding at least two-thirds of the Shares recorded in the

commercial register and generally entitled to vote at general meeting constitute the required quorum at general

meeting to consider or adopt resolution to amend vary suspend the operation of or cause any of the fillowing
provisions of the Articles to cease to apply

Article which relates to proceedings and procedures at general meetings of shareholders

Article 9f which relates to business combinations with interested shareholders

Article 20 which sets forth the level of shareholder approval required for certain matters

Article 21 which sets frth the quorum at general meeting required for certain matters including the

removal of member of the Board and

Articles 22 23 and 24 which relate to the election and appointment of members of the Hoard
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6.3 Convocation of the General Meeting of Shareholders

.\otice and Proxy Statements

The Board generally convenes general meeting of shareholders Under Swiss law the convocation notice

is published in the Swiss Official Gazette of Commerce and must be sent to each registered shareholder at the

address recorded in the share register at least 20 days prior to the meeting

In addition to being required to comply with the notice provisions under the CO the Company is subject to

the rules of the SEC that regulate the solicitation of proxies the Proxy Rules The Company is required to tile

with the SEC its proxy statement related to general meeting of the Companys shareholders together with form

of proxy card used by the Company and certain other soliciting material furnished to the Companys shareholders in

connection with such meeting The disclosure the Company is required to include in its proxy statement generally

includes certain information with respect to the matters that are known by the Company to be presented for vote at

the meeting With respect to proxy statement for an annual general meeting the disclosure in the proxy statement

would generally include among other things certain information about directors executive officers and corporate

governance executive compensation security ownership of certain beneficial owners and management and related

shareholder matters certain relationships and related party transactions and director independence In addition the

proxy statement will be made available to each shareholder registered in the Companys share register as of the

relevant record date

Extraordinary General Meetings of Shareholders

An extraordinary general meeting of shareholders may be called upon the resolution of the Board or under

certain circumstances by the auditor In addition the Board is required to convene an extraordinary general meeting

of shareholders if so resolved by the general meeting of shareholders or if so requested by shareholders holding an

aggregate of at least 0%of the Shares specifying the items for the agenda and their proposals or if it appears from

the annual standalone statutory balance sheet that half of the Companys share capital and reserves are not covered

by the Companys assets In the latter case the Board must immediately convene an extraordinary general meeting

of shareholders and propose financial restructuring measures

6.4 Agenda Requests

Under our Articles of Association any shareholder may request that an item be included on the agenda of

general meeting of shareholders Such shareholder may also nominate one or more members of the Board for

election request for inclusion of an item on the agenda or nominee must be in writing and received by the

Company at least 30 calendar days prior to the anniversary date of the proxy statement filed with the SEC in

connection with the Companys last general meeting of shareholders provided however that if the date of the

general meeting of shareholders is more than 15 days before or 30 days after the anniversary date of the last annual

general meeting of shareholders such request must instead be made by the tenth day following the date on which

the Company has made public disclosure of the date of the general meeting of shareholders The request must

specify the relevant agenda items and motions together with evidence of the required Shares recorded in the share

register as well as any other information as would be required to be included in proxy statement pursuant to the

Proxy Rules

6.5 Registration in the Company Share Register Record Date

Registration in the Companys share register maintained by the Companys U.S transfer agent and

registrar BNY Mellon Shareholder Services occurs upon request and is not subject to any condition Only those

shareholders including nominees who are registered in the share register on the record date have the right to vote

at the meeting The Company generally expects to set the record date for each annual general meeting of

shareholders to be date not more than 20 calendar days prior to the date of the relevant annual general meeting and

announce the date of the annual general meeting of shareholders prior to the record date
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Mandatory Offer Requirement Change of Control

7.1 Duty to make pub/k takeover offer

Pursuant to the applicable provisions of the SESTA any person that acquires shares of listed Swiss

company whether directly or indirectly or acting in concert with third parties which shares when taken together

with any other shares of such company held by such person or such third parties exceed the threshold of 33 /%
of the voting rights whether exercisable or not of such company must make takeover bid to acquire all the other

listed shares of such company companys articles of association may either eliminate this provision of the

SESTA or may raise the relevant threshold to 49% opting-out or opting-up respectively

Our Articles of Association do not contain an opting-out or opting-up provision pursuant to art 22 SESTA

7.2 hange of Control Clauses

Please refer to Transoceans compensation discussion and analysis on page P-34 et seq of this Annual

Report under the caption Compensation Discussion and Analysis for information on the severance and change of

control agreements in place with Transocean executive officers and regarding the potential payments in the event

of termination of service of an executive officer or change in control of Transocean

Auditor

Duration of the mandate and term of offIce of the lead auditors

Under the Companys Articles of Association the shareholders elect the Companys independent statutory

auditor each year at the Annual General Meeting Re-election is permitted The Companys independent Swiss

auditor is Ernst Young Ltd Zurich Bleicherweg 21 CH-8002 Zurich Ernst Young Ltd assumed its first audit

mandate for Transocean in 2008 Ernst Young Ltd were last re-elected as the Companys auditor at the Annual

General Meeting in May 2010

The responsible principal audit partner at Ernst Young Ltd as of December 31 2010 is Robin Emco

Robin Errico has been the principal responsible audit partner at Ernst Young Ltd since 2008

For purposes of U.S securities law reporting Ernst Young LLP Houston Texas serves as the

Companys independent registered public accounting firm The Companys independent registered public

accounting firm is appointed annually by the Audit Committee of the Hoard subject to ratification by the Annual

General Meeting

8.2/ Auditing Fees /Adduional Fees

8.3

Please refer to page P-75 of this Annual Report under the caption Fees Paid to Ernst Young

8.4 Informational Instruments Pertaining to the External Audit

Please refer to page P-3 of this Annual Report under the caption Audit Committee Report and to

page P-76 of this Annual Report under the caption Audit Committee Pre-Approval of Audit and Non-Audit

Services

Information Policy

The Company reports its financial results quarterly with an earnings press release

The Companys 2011 Annual General Meeting is to be held on May 13 2011 at Lorzensaat Cham

Dorfplatz CH-6330 Cham Switzerland

All registered shareholders and all shareholders in the United States that hold their shares through U.S

bank or brokerage or other nominee receive copy of the Transocean Annual Report and Invitation and Proxy

Statement or notice that such documents are available The Annual Report contains an overview of Transoceans

business in the fiscal year audited financial statements for the group and the Company the Corporate Governance
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Report and other key financial and business infonnation The Invitation and Proxy Statement includes description

of the matters to be acted upon at the Annual leneral Meeting of shareholders compensation report on executive

officers and directors compensation and other disclosures required under applicable Swiss and U.S laws

Transocean holds public conference calls after its quarterly earnings releases to discuss the results and

present an opportunity for institutional analysts to ask questions of the Chief Executive Officer and Chief Financial

Officer

These events are webeast and remain available on Transoceans Investor Relations website for period of

time after the events Transoccans management also regularly participates in institutional investor seminars and

road shows many of which are also webcast

Our Investor Relations website is located at

272.html We post and maintain an archive of our earnings and other press releases current reports annual and

quarterly reports earnings release schedule information regarding annual general meetings further information on

corporate governance and other information regarding the Company on the Investor Relations website The

information we post includes and in the future will include filings we make with the SEC including reports on

Forms 8-K 10-K l0-Q and our proxy statement related to our annual general meeting including our compensation

report on executive officers and directors compensation and any amendments to those reports or statements filed or

furnished pursuant to U.S securities laws All such filings and information are available free of charge on our web

site and we make them available on the web site as soon as reasonably possible after we file or furnish them with

the SEC The contents of these web sites are not intended to be incorporated by reference into this Report or in any
other report or document we file and our references to these websitcs are intended to be inactive textual references

only

In addition Transocean publishes press releases upon occurrence of significant events within Tranocean

Shareholders and members of the public may elect to receive c-mails when Transocean issues press

releases upon occurrence of significant events within Transocean or other press releases by subscribing through

http//www.deepwater.comlfw/main/lnvestor-Relations-272.html As Swiss company whose shares are traded on

SIX and as company subject to the provisions of Section 16 of the Securities Exchange Act of 1934 as amended
we file reports on transactions in Transocean securities by directors and executive officers The reports that we file

with the SEC on Forms and may be accessed on our website or on the SECs website at http//www.sec.gov
and the reports that we file that are published by SIX may be accessed at

htm//www.six-exchane-regulatipn.cpni/obligations/manpgementransactipnsen.html
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Annex

Subsidiaries of Transocean Ltd

as of December 31 2010

Name Jurisdiction Registered Office Share Capital Interest

l5375Memonal Corporation Delaware Wilmington USD 1.000 10000%

Aguas Profundas Linteda Angola
Luanda USD 100.200 10000%

Angola Deepwater Drilling Company Offshore Services Ltd Cayman Islands George Town USD 0.01 6500%

Angola Deepwater Drilling Company Operations Ltd Cayman Islands George Town USC _001 6500%

Angola Deepwater Drilling Company Ltd Cayman Islands George Town USC 1.00 6500%

AngoSantaFe Prsstacao Os Servicos Pelrohferos Limitada Angola Luanda AOA 17.220.000 49 00%

ApdDriliun9lecdmologylnc Texas Dallas USC 1000 100.00%

Arcade Drilling AS Norway Stavanger NOl 216065250 100 00%

Ashgrove Carriers Ltd Liberia Montserrado USC 100 50.00%

AsieSonatOffshoreSdnBhd MalaysIa KualaLurnpur MYR 100000 4900%

BlegraAssetHoldingsLimited Cyprus Llmassoi CYP 1000 10000%

Blegra Asset Management Limited Cyprus Limassol CYP 1000 100.00%

BiaFinancingLimited Cyprus Limassol CYP 1000 10000%

Blegra Holdings Limiled Cyprus Limassol CYP 1.000 10000%

Campeche Drilling
Services Inc Delaware Wilmington USD 1000 10000%

Challenger Minerals Accra Inc Cayrnan Islands Grand Cayrnan USD 1000 100.00%

Challenger Minerals Celtic Sea Limited British Virgin Islands Tortola USC 1.00 10000%

Challenger Minerals Ghana Limifed Ghana North Labone GHC 57.500 100 00%

ChallengerMineralsNigenaLimifed Nigena Lagos NGN 10.000000 10000%

Challenger Minerals North Sea Limited Scotland Aberdeen GBP 3.87035 10000%

ChallengerMineralslnc
California LosAngeles USC 5101000 10000%

Cliffs Drilling do Small SeMoos de Petroleo S/C Ltda Brazil Macas BRL 208.669 100.00%

Covent Garden SeMoos etIn Sodade
Portugal Madeira EUR 208524320.20 10000%

Deepwater Drilling II L.L.C Delaware Wlimington

No
100.00%

Deepwater Drilling
L.L.C Delaware Wilmington

No
100.00%

Deepwater Pacific Inc British Virgin Islands Tortola USD 500 50.00%

Deepwater PacIfic Inc British Virgin Islands Tortola USC 500 5000%

Eaton Industries of Houston Inc Texas Dallas USC 419 10000%

Elder Trading Co Liberia Montserrado USC 100 5000%

Entities Holdings Inc Delaware Wilmington USC 10000 10000%

Falcon Allantic Ltd Cayrnan Islands Grand Cayman USD _100 100.00%

Fortress Energy
Services LLC Oman Muttrah OMR 250000 49.00%

Global Dolphin Drilling Company Limited India Mumbai INR 500000 40.00%

Global Manna Inc Delaware Wilmington USD 10 10000%

Global Mining Resources Inc Philipnes Makati PHP 50012 4000%

Global Offshore Drilling Limited Nigeria Lagos NGN 500000 100.00%

GlobelSantaFe Africa Inc Cayrnan Islands Grand Cayrnan USC 1.000 10000%

GlobalSantaFe Labuan Inc Malaysia Jalan Kemajuan USC 10000%

GlobalSantaFeNorgeAS Norway Sandnes NOK 100000 10000%

GlobalSantaFe Arctic Ltd Nova Scotia Halifax USC 18633 10000%

GlobalSantaFe By Netherlands Amsterdam EUR 18200 100 00%

GlobalSantaFeBeaufortSealnc Delaware Wilmington USC 1000 10000%

GlobalSantaFeC.R.LuigsLlmlted England
London GBP 1000 10000%

GlobalSantaFe Campeche Holdings LLC Delaware Wilmington
USC 1000 10000%

GiobalSantaFe Caribbean Inc California Los Angeles USC 25000 0000%
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Name Jurisdiction Registered Office Share Capital Interest

--

GlobalSantaFe Communications Inc Delaware Wilmington USD 1000 10000%

GlobalSantaFe Corporate Services Inc Delaware Wilmington USD 1000 100.00%

GlobalSantaFe de Venezuela Inc Delaware Wilmington USD 10000 100.00%

GlobalSantaFe Deapwater Dnlling LLC Delaware Wilmington USD 1000 100.00%

GlobalSantaFe Denmark
Holdings ApS Denmark Copenhagen DKK 125000 100.00%

GlobaiSantaFe Development Inc California Los Angeles USD 1.000 100.00%

GlobalSantaFe do Brasil Ltda Brazil Rio de Janeiro BRL 6356.380 100.00%

GlobalSantaFe Dnlhng Netheands Antilles Curacao USD 6.452 100.00%

GlobalSantaFe Drilling South Atlantic Inc British Virgin Islands Toitola USD 25001 100.00%

GlobalSantaFe
Drilling Company Delaware

Wilmington USD 100 100.00%

GlobalSantaFe Dnlhng Company Canada Limited Nova Scotia HaWax CAD 10000 100.00%

GlobalSantaFe Dnlling Company North Sea Limited England London GBP 200 10000%

GlobalSantaFe Dnlling Company Overseas Limited England London GBP 100 100.00%

GlobalSantaFe Dnlling Mexico de R.L de CV Mexico Mexico City
MXN 3000 100.00%

GlobalSantaFe Dnlling Operations Inc Cayman Islands Grand Cayman USD 1006 100.00%

GlobalSantaFe Drilling Services North Sea Limited England London GBP 100 100.00%

GlobalSantaFe
Dnlling

Tnnidad LLC Delaware
Wilmington

USD 1.000 100.00%

GlotialSantaFe Dnlling Venezuela C.A Venezuela Caracas VEB 12230000000 100.00%

GlobalSantaFe Financial Services Luxembourg SarI Luxembourg Munsbach USD 17.962.000 100.00%

GlobalSantaFe GOM Services Inc British Virgin Islands Tortola USD 1000 100.00%

GlobalSaritaFe Group Financing Limited Liability Company Hungary Budapest USD 15000 100.00%

GlobalSantaFe Holding Company North Sea Limited
England London GBP 300 100.00%

GlobalSantaFe Hungary Services Limited Liability Company Hungary Budapest USD 96000 100.00%

GlobalSantaFe International Oniling Corporation Bahamas Nassau USD 154 100.00%

GlobalSantaFe Intematonal Drilling Inc British Virgin Islands Tortola IJSD 11 100.00%

GlobalSantaFe International Services lnc Panama Panama City USD 439200 100.00%

GlobalSantaFe Leasing Corporation Bahamas Nassau USD 10 100.00%

GlobalSantaFe Leasing Limited British Virgin Islands Tortola USD 100.00%

GlobalSantaFe Mexico Holdings LLC Delaware Wilmington USD 1000 10000%

GlobalSantaFe Nededand BV Nethadands Amsterdam EUR 19000 100.00%

GlobalSantaFe Offshore Services Inc Cayman Islands Grand Cayman USD 1000 100.00%

GlobalSantaFe Operations Australia Ply Ltd Australia Lane Cove AUD 100.00%

GlobalSantaFe Operations BVI Inc British Virgin Islands Tortola USD 31 100.00%

GlobalSantaFe Operations Mexico LLC Delaware
Wilmington

USD 1.000 100.00%

GlobalSantaFe Operations Inc Cayrnan Islands Grand Cayman USD 16.53 100.00%

GlobalSantaFe Overseas Limited Bahamas Nassau USD 10 100.00%

GlobalSantaFe Saudi Arabia Ltd British Virgin Islands Tortola USD 100.00%

GlobalSantaFe Services BVI Inc British Virgin Islands Tortola USD 477 100.00%

GlotialSantaFe Services Egypt LLC Egypt Alexandna USD 1.000.000 100.00%

GlobalSantaFe Services Nethertands B.V Netheriands Amsterdam EUR 30800 100.00%

GlobalSantaFe Servicios de Venezuela Venezuela Caracas VEB 95759.000 10000%

GlobalSantaFe South America LLC Delaware Wilmington USD 1000 100.00%

GlobalSantaFe Southeast Asia Drilling PIe Ltd Singapore Singapore USD 100.00%

GlobalSantaFe Tampico de de Mexico Mexico City MXN 3000 100.00%

GlobalSantaFe Technical Services
Egypt

LLC
Egypt Cairo EGP 250000 100.00%

GlotialSantaFe Techserv North Sea Limited England London GBP 100 100.00%

GlobalSantaFe U.S Dnlling Inc Delaware Wilmington USD 1000 100.00%

GlobalSantaFe U.S Holdings Inc Delaware
Wilmington

USD 100.00%

GlobalSantaFe West Afnca
Dnlling Limited Bahamas Nassau USD 333500010 100.00%

GSF Caymans Holdings Inc Cayman Islands Grand Cayman USD 10 100.00%

GSF Leasing Services GmbH Switzerland Steinhausen CHF 962670.000 100.00%
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PT Santa Fe Supraco Indonesia

Platform Capital N.V

Platform Financial

PT Transocean Indonesia

RB Falcon Pty Ltd

RB Falcon Caledonia Limited

RBF
Dnlling_Services

Inc LLC

RBF Exploration LLC

RBF Finance Co

RBF Rig Corporation LLC

Reading
Bates Coal Co LLC

Reading Bates Demaga Perfuraçoes
Ltda

Resource_Rig Suppty Inc

Safemal Dnlling Sdn Bhd

Santa Fe Braun Inc

Santa Fe Construction Company

Santa Fe Drilling Nigena Limited

Santa Fe Drilling Company U.K Limited

Santa Fe Drilling Company of Venezuela

Saudi Drilling Company Limited

India

India

Philippines

Nigeria

Cayman Islands

Cayman Islands

Cayman Islands

Indonesia

Indonesia

Netherlands Antilles

Netherlands Antilles

Indonesia

Western Australia

England

Ireland

Malaysia

England

Netherlands

England

Delaware

Oklahoma

Oklahoma

Oklahoma

Netherlands

Oldahorria

Oklahoma

Cayrnan Islands

Cayman Islands

Nigena

Oklahoma

Oklahoma

Delaware

Delaware

Oklahoma

Nevada

Brazil

Delaware

Mataysia

Delaware

Delaware

Nigeria

England

California

Saudi Arabia

1.000000 4000%

INR 200 10000%

PHP 100.000 4000%

NGN 100.000 6000%

USD 10000%

USD 10000%

USD 3000 5000%

USO 4.000000 8000%

USD 8.300000 95.00%

USD 249.600734 100.00%

USD 6215 10000%

USD 331000 100.00%

USD 100.00%

USD 140 100.00%

EUR 2.54 100.00%

MYR 220.000 49.00%

USD 153 100.00%

EUR 18000 100 00%

GBP 10000%

USD 1000 100.00%

USD 1000 100 00%

USD 1000 10000%

USD 1000 10000%

EUR 135000 100 00%

USD 1000 10000%

USD 1000 10000%

USD 10000%

USD 1.000 10000%

NGN 1250000 100.00%

USD 1000 100.00%

USD 1.000 10000%

USD 1000 100.00%

USD 100.00%

USD 1000 100 00%

USD 1000 10000%

BRL 22.000 10000%

USD 5000 100.00%

NYR 750.000 100.00%

USD 500.000 100.00%

USD 5.000 100.00%

NGN 150000 60.00%

GBP 1000 100.00%

USD 100000 100 00%

SAR 1500000 10000%

Name Jurisdiction Registered Office Share Capital Interest

Hellerup Finance International Ireland Dublin USD 1000.000 10000%

lnteimanne Services International Limited Bahamas Nassau USD 10 100.00%

Intermanne Services Inc Texas Dallas USD 1000 100 00%

Intermanne Servicos Petrolileros Ltda Brazil Rio de Janeno BRL 22438.500 10000%

International Chandlers Inc Texas Dallas USD 1000 100.00%

Latente Mining Inc Philippines Makati PHP 100001 40 00%

Minerales Submannos Mexicanos Mexico Mexico City 19.50%

Modi-Santa Fe India Limited

MSF Offshore Services India Pnvate Limited

Nickel Development Inc

NRB
Drilling

Services Limited

Offshore
Holdings Limited

Otfield Services Inc

Overseas Drilling Limited

Hitek Nusantara Offshore Drilling

New Delhi

New Delhi

Makati

Lagos

Grand Cayman

Grand Cayman

George Town

Jakarta Selatan

Jakarta Selatan

Curacao

Curacao

RB Falcon Ireland Limited

RB Falcon Sdn Bhd

RB Falcon U.K Limited

RB Falcon

RB Falcon Deepwater UK Limited

RB Falcon Drilling International Deepwater Inc LLC

RB Falcon Dnlling Co LLC

RB Falcon Drilling Limited LLC

RB Falcon Exploration Co LLC

RB Falcon International Energy Services

RB Falcon Offshore Limited LLC
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Name Jurisdiction Registered Office Share Capital Interest

SDS Offshore Limited England London USD 1766 10000%

Sedco Forex
Holdings

Limited British Virgin Islands Torlola USD 1.000 100 00%

Sedco Forex International Dnhling
Inc Panama Panama City USD 10.000 10000%

Sedco Forex International Services S.A Panama Panama
City

USD 500 100 00%

Sedco Forex International Inc Panama Panama City USD 1.000

Sedco Forex of NI9ena Limited Nigena Lagos NGN 10000000 9247%

Sedco Forex Technology Inc Panama Panama City USD 10.000 100 00%

Sedneth Panama Panama Panama City USD 80000 10000%

Sefora Mantirne Limited British Virgin Islands Torlola USD 3.500.000 10000%

ServicesPetroliersTransocean France Courbevoie FRF 300000 10000%

Servicios Petroleros Santa Fe Venezuela Caracas VEB 5.000.000 49 00%

Shore Services LLC Texas Austin USD 1000.00 10000%

Sonat Brasocean Serviços de Perfuraçoes Ltda Brazil Rio de Janeiro BRL 3.525 100 00%

Sonat Off shore do Brasil Perfuraçoes Mantimas Ltda Brazil Rio de Janeiro BRL 225.34898 10000%

SonatOffstioreSA Panama PanamaCity USD 1000 10000%

International Mexico dR tie Mexico Colonia Juarez MXN 3.000 10000%

TODDI Holdings LLC Delaware Wilmington USD 1OO00%
TOIVL Holdings Limited Cayman Islands Grand Cayman USD 001 10000%

Transocean Mediterranean Red Sea Dnlling Limited Cayman Islands Grand Cayman USD 1000 10000%

Transocean AS Norway Stavanger USD 247222 100 00%

Transocean Atnca Dnlling Limited Cayman Islands Grand Cayman USD 001 100 00%

Transocean Aiastian Ventures Inc Delaware Wilmington USD 1000 100 00%

Transocean Arctic Limited Cayman Islands Grand Cayman USD 001 10000%

Transocean Asia Services Son Bhd Malaysia Kuala Lumpur MYR 500000 100 00%

Transocean Benefit Services Sri Barbados St Michael USD 1000 10000%

Transocean Brasil Ltda Brazil Macae BRL 407653.729 100.00%

Transocean Bntannia Limited Cayman Islands Grand Cayman USD 10000%

Transocean Canada Co Nova Scotia Halifax USD 1000 10000%

Transocean Canada Drilling Services Ltd Nova Scotia Halifax USD 10 10000%

Transocean Construction Management Ltd Cayman Islands Grand Cayman USD 0.01 10000%

Transocean Cunningham LLC Delaware Dover USD 1000 100 00%

Transocean Deepwater Frontier Limited Cayman Islands Grand Cayman USD 1.000 100 00%

Transocean Deepwater Holdings Limited Cayman Islands Grand Cayman USD 1.000 10000%

Trarisocean Deepwater Inc Delaware Dover USD 10 10000%

Transocean Deepwater Nautilus Limited Cayman Islands Grand Cayman USD 1.000 10000%

Transocean Deepwater Pathfinder Limited Cayman Islands Grand Cayman USD 1.000 100 00%

Transocean Discoverer 534 LLC Delaware Dover USD 1000 100 00%

Transocean Dntling Nigena Ltd Nigena Lagos NGN 2500000 10000%

Transocean DflNin9 Inc Texas Austin USD 10000 100 00%

Transocean DflNing lael Ltd Cayman Islands Grand Cayman USD 100 00%

Transocean Dnhling Limited Scotland Aberdeen USD 179.729 100 00%

Transocean Dnhling
Offshore Sari Luxembourg Luxembourg USD 20.000 10000%

Transocean Dnhing Resources Limited Cayman Islands Grand Cayman USD 10000%

Transocean Doting Sdn Bhd Malaysia Kuala Lumpur MYR 350000 40 00%

Transocean Drilling Services India Private Limited India Mumbai INR 4000000010000%

Transocean Drilling Services Inc Delaware Wilmington USD 1000 10000%

Transocean Drilling Turley Limited Cayman Islands Grand Cayman USD 100 00%

Transocean Dnhling Limited Scotland Aberdeen GBP 1.220 100 00%

Transocean Eastern Pte Ltd Singapore Smgapore SGD 500000 100 00%

Transocean Enterpnse Inc Delaware Wilmington USD 1000 10000%

Transocean EURpe Holdings
Limited Cayman Islands Grand Cayman USD 1000 100 00%
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Transocean EURpe Ventures Holdings Limited Cayman Islands Grand Cayman USD 1.000 10000%

Transocean Finance Limited Cayman Islands Grand Cayrnan USD 1000 10000%

Transocean Financing GmbH Switzerland Steinhausen CHF 495.869.700 100 00%

Transocean Galloway Limited Cayman Islands Grand Cayman USD 100 00%

Transocean Holdings LLC Delaware Wilmington USD 10000 100 00%

Transocean Hungary Holdings
LLC Hungary Budapest USD 3000 100 00%

Transocean Inc Cayman Islands Grand Cayman USD 3.192.88632 100 00%

Transocean Inc Luxembourg Asset Management SC Luxembourg Luxembourg USD 1.000 10000%

Transocean India Limited Cayman Islands Grand Cayman USD 001 100 00/a

Transocean International Dnlling Inc Delaware Dover USD 10 10000%

Transocean International Dnlling
Limited Cayman Islands Grand Cayman USD 1192 100 00%

Transocean International Dnlling Sorvices Limited Cayrnan Islands Grand Cayman USD 100 00%

Transocean International Holdings Limited Cayman Islands Grand Cayman USD 01 100 00%

Transocean International Resources Limited British Virgin Islands Torlola USD 10000 10000%

Transocean Investimentos Ltda Brazil Rio de Janeiro BRL 4.000000 10000%

Transocean Investments S.a.r Luxembourg Luxembourg EUR 12.500 10000%

Transocean Jupiter LLC Delaware Dover USD 1000 100 00%

Transocean Labrador Limited Cayman Islands Grand Cayman USD 100 00%

Transocean LR34 LLC Delaware Dover USD 1.000 10000%

Transocean Management Inc Delaware Dover USD 10 100 00%

Transocean Management Ltd Switzerland Vernier CHF 100000 100 00%

Transocean Marine Limited Cayman Islands Grand Cayman USD 0.01 100 00%

Transocean Mediterranean LLC Delaware Dover USD 1000 100 00%

Transocean Nautilus Limited Cayman Islands Grand Cayman USD 1.000 100 00%

Transocean North Sea Limited Bahamas Nassau LISD 10 10000%

Transocean Offshore Cayman Inc Cayman Islands Grand Cayman USD 1000 10000%

Transocean Offshore North Sea Ltd Cayman Islands Grand Cayman USD 100 100 00%

Transocean Offshore U.K Inc Delaware Wmington USD 1000 10000%

Transocean Offshore Canada Services Ltd Nova Scotia Halifax USD 10 100 00%

Transocean Offshore Canbbean Sea Delaware Wilmington USD 1.000 100 00%

Transocean Offshore DV Inc Delaware Wilmington USD 10 10000%

Transocean Offshore Deepwater Dfllting
Inc Delaware

Wilmington
USD 10 10000%

Transocean Offshore Deepwater Holdings Limited Cayman Islands Grand Cayrnan USD 1.000 10000%

Transocean Offshore Drilling Holdings Limited Cayman Islands Grand Cayrnan USD 100 00%

Transocean Offshore Drilling Limited England London USD3921572 100 00%

Transocean Offshore
Dnlling

Services LLC Delaware Dover USD 1000 100 00%

Transocean Offshore EURpe Limited Cayman Islands Grand Cayman USD 2384 50 100 00%

Transocean Offshore Holdin9s Limited Cayman Islands Grand Cayrnan USD 100010000%

Transocean Offshore International Limited Cayman Islands Grand Cayrnan USD 2500 10000%

Transocean Offshore International Ventures Limited Cayman Islands Grand Cayrnan USD 591504000 100 00%

Transocean Offshore Limited Cayman Islands Grand Cayrnan USD 336 100 00%

Transocean Offshore Management Services Limited Cayman Islands Grand Cayrnan USD 100 00%

Transocean Offshore Nigena Limited Nigena Lagos NGN 1250.000 10000%

Transocean offshore Norway Inc Delaware Wilmington USD 1000 10000%

Transocean Offshore PR Limited Cayman Islands Grand Cayrnan USD
_________

10000%

Transocean Offshore Resources Limited Cayrnan Islands Grand Cayrnan USD 100 00%

Transocean Offshore Resources Limited II Cayrnan Islands Grand Cayman USD 10000%

Transocean Offshore Services Ltd Cayman Islands Grand Cayrnan USD 100 00%

Transocean Offshore USA Inc Delaware Wilmington USD 10.000 100 00%

Transocean Offshore Ventures Inc Delaware Wilmington USD 10000 100 00%

Transocean Onshore Support Services Limited Scotland Aberdeen GBP 100 00%
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Transocean Pacr8c Dhhling Holdings Limited Cayrrian
Islands Grand Cayman USD 10 100.00%

Transocean Pacific Dnlhrig Inc British Virgin Islands Toilola USD 500 50.00%

TransoceanPayroflServicesSRL Barbados
--

St Michael USD 1.000 100.00%

TransoceanPerfuracoesLtda Brazil Macae BRL 1000 100.00%

Transocean Rig Services Offshore LLC Delaware Wilmington USD 1.000 100.00%

Transocean Sedco Forex Ventures Limited Cayman Islands Grand Cayrnan USD 1000 100.00%

TransoceanServicesAS Norway Stavanger USD 15584 10000%

Transocean Services Offshore LLC Delaware Dover USD 1000 10000%

Transocean Services UK Limited England London USD 11418435 100.00%

Transocean Seven Seas LLC Delaware Dover USD 1000 10000%

Transocean Support Services Limited Cayman Islands Grand Cayman USD 1000 100.00%

Transocean Support Services Nigeria Limited Nigena Lagos NGN 10000000 75.00%

Transocean Support Services Pnvate Limited India Mumbai INR 100000 100.00%

Transocean Technical Services Inc Panama Panama City USD 10000 100.00%

Transocean Treasury
Services SRL Barbados St Michael USD 1000 100.00%

Transocean UK Limited England
London GBP 100.00%

Transocean Worldwide Inc Cayman Islands Grand Cayrrian USD 0.01 100.00%

Triton Asset Leasing GmbH Switzerland Steinhausen CHF 1164300.000 100.00%

Triton
DnIIing Limited Cayman Islands Grand Cayman USD 40000 100.00%

Tnlon Dnlling Mexico LLC Delaware Dover USD 1.000 100.00%

Triton Financing LLC Hungary Budapest USD 15000 100.00%

TntonHoldingsLimited British Virginlslands Tortota USD 10000 100.00%

Triton Hungary Asset Management LLC Hungary Budapest USD 15000 100.00%

Tnton Hungary Investments Limited
Lratslity Company Hungary Budapest USD 81692 10000%

Triton Industries Inc Panama Panama City USD 1000 100.00%

Tnton Management Services LLC Hungary
--

Budapest HUF 3000000 100 00%

Tnton Nautilus Asset Leasing GmbH Switzerland Steinhausen CHF 358590000 10000%

Tnlon Nautilus Asset Management LLC Hungary Budapest USD 19447 10000%

Triton Offshore Leasing Services Limited Malaysia
Jalan Kemajuan USD 10000 100.00%

Tnlon Pacific Limited England London GBP 100.00%

TSSA Servicos De Apoio Lda Angola Luanda AOA 95000 65.00%

Turnkey Ventures de Mexico Inc Delaware Witmington USD 1000 100.00%

Wring Offshore UK Limited England
London USD 76560 100.00%
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