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ABOUT TRANSOCEAN INC.

We are the world’s largest offshore drilling contractor and the leading provider of drilling management services
worldwide. With a fleet of 138 mobile offshore drilling units, plus eight ultra-deepwater units under construction,
our fleet is considered one of the most modern and versatile in the world due to its emphasis on technically demand-
ing segments of the offshore drilling business. We have more than 21,000 personnel worldwide.

Since launching the offshore industry’s first jackup drilling rig in 1954, we have achieved a long history of techno-
logical “firsts.” These innovations include the first dynamically positioned drillship, 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 semisubmersible rigs and drillships. In addition, we presently are constructing eight of the most
modern and advanced drillships and semisubmersible rigs.

Our equity market capitalization was approximately $41.9 billion at March 10, 2008, the largest among all offshore
drilling companies. Our ordinary shares are traded on the New York Stock Exchange (NYSE) under the symbol RIG.

Transocean: We're never out of our depth.™

Ultra-Deepwater Drillships Deepwater Drillships A Harsh Environment Semisubmersibles High Specification Jackups

. Ultra-Deepwater Semisubmersibles . Deepwater Semisubmersibles AMidwn!er Semisubmersibles . Standard Jackups

* As of March 10, 2008. Excludes two idle rigs held for sale, one de-watering unit and one coring drillship.

ABOUT THE COVER: The ultra-deepwater drillship Discoverer Clear Leader, one of eight newbuild units scheduled to enter the Transocean fleet in
the next few years, is being constructed in Korea and will include the most advanced offshore drilling technology. Like the new Transocean,
this newbuild rig will target optimal offshore drilling effectiveness and efficiency.

FORWARD-LOOKING STATEMENTS: Any statements included in this Proxy Statement and 2007 Annual Report that are not historical facts,
including without limitation statements regarding future market trends and results of operations are forward-looking statements within the
meaning of applicable securities laws. Such statements are subject to numerous risks and uncertainties including, but not limited to, those that
can be found in the Forward-Looking Information section (immediately preceding Item 1) and Risk Factors section (Item 1A) of the 2007
Annual Report that could cause actual results to differ materially from those projected.



2007 LETTER TO THE SHAREHOLDERS

The year 2007 will be remembered as a landmark year in Transocean’s history. We not
only had a record year in terms of financial, operating and safety performance, we also
transformed the company by merging with GlobalSantaFe to enhance our leadership
position as the world’s largest offshore drilling company. Simultaneous with the merger,
we completed a recapitalization of the company that returned approximately $15 billion

in cash to Transocean and GlobalSantaFe shareholders.

Combining Transocean and GlobalSantaFe created a new organization with unparalleled
opportunities. It is a truly exciting opportunity for all of our stakeholders, particularly
our shareholders, our customers and our employees. The two companies have always
been considered world-class organizations with common cultural values, excellent
operating reputations, high-quality assets and outstanding people. So we are an ideal fit
and, together, we have the potential to create significantly more value than we could

separately.

The merger accomplished a number of important strategic objectives for both Transocean
and GlobalSantaFe. For the new Transocean, the merger:
e expanded our customer base and deepened existing relationships with significant
customers;

e created by far the largest, most technically advanced floater fleet in the world;



e assured us of a leading presence in almost every major offshore drilling province
in the world;

e created a company with the largest jackup fleet in the business;

e created economies of scale that will lead to cost reduction opportunities;

e enhanced our operational capability and geographic diversity;

e created a much larger pool of well-qualified and experienced employees; and

e further established us as the most technically capable organization in the contract

drilling business.

With a combined contract revenue and free cash flow backlog as of December 31, 2007
in excess of $31 billion and $16 billion, respectively, Transocean has the financial
capacity to invest in growth while continuing to focus on paying down the debt incurred
in the recapitalization. Our goal is to reach a level of total debt limited to the greater of
the free cash flow from our backlog less $5 billion, or 15 percent of our total
capitalization. To this end, we intend to dedicate our free cash flow in 2008 and most of

2009 to debt reduction.

During 2007, we were awarded a long-term drilling contract requiring the construction of
a fourth Enhanced Enterprise-class drillship and committed to the construction of a fifth
dual-activity drillship capable of drilling in up to 10,000 feet of water. We also secured a
contract for one of two drillships for which we held marketing rights and as a result, we
purchased a 50 percent interest in a joint venture that will own the two vessels upon

completion. We now own or have an ownership interest in eight new ultra-deepwater rigs



under construction, the seven drillships mentioned above and one semisubmersible. All
eight rigs under construction represent the state-of-the-art in ultra-deepwater drilling

technology, and six of them employ our patented dual activity technology.

In terms of safety performance, 2007 was also the best year in Transocean’s history as we
achieved new record lows in the rate of total recordable incidents and in the actual and
potential severity of incidents. The credit for this accomplishment goes to the people of
our organization and their efforts to realize higher standards of safe operation and an

incident-free workplace.

Looking forward, the future for Transocean remains bright. Our ultra-deepwater,
deepwater and harsh-environment fleet is almost fully committed in 2008, with little
availability in 2009 and 2010. We also have a large number of long-term, forward-start
contracts, some of which provide fleet commitments beyond 2014. Similarly, few of our
midwater rigs have availability in 2008, with a substantial portion of our midwater fleet
contracted well into 2009. In addition, our jackup fleet is more than 80 percent
committed in 2008. Our significant contract backlog gives us confidence that we will

continue to see strong financial performance in the years ahead.

To ensure our continuing success, we will be focusing our efforts on achieving
operational excellence, particularly in four crucial areas:
e developing our existing employees and recruiting new talent;

e cost containment through our supply chain management and other initiatives;



e shipyard project execution as shipyards and vendors become more capacity
constrained; and
e safety and the environment, with a goal of making Transocean’s workplace

incident-free with industry-leading environmental standards.

All of us at Transocean recognize that we have important responsibilities to our
shareholders, customers, host countries and local communities. As the world’s largest
offshore drilling contractor, we strive to deliver superior returns to our shareholders with
the most modern, technologically advanced and versatile drilling rig fleet in the world.
Our goal is for our operations to have as little impact on the environment as possible as
we achieve incident-free operations while delivering the most efficient drilling service to
our customers. Our 21,100 dedicated employees take these responsibilities seriously and

have done an outstanding job in making Transocean the industry leader.

Sincerely,

. oo
Robert E. Rose Robert L. Long
Chairman Chief Executive Officer

March 25, 2008
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April 2, 2008
Dear Shareholder:

The 2008 annual general meeting of Transocean Inc. will be held on Friday, May 16, 2008 at 8:00 a.m.,
Bahamas time, at the British Colonial Hilton Nassau, Nassau, Bahamas. The Corporate Secretary’s notice
of annual general meeting, the proxy statement and a proxy card are enclosed and describe the matters to
be acted upon at the meeting.

It is important that your shares be represented and voted at the meeting whether you plan to attend or
not. Please read the enclosed notice of annual general meeting and proxy statement and date, sign and
promptly return the proxy card in the enclosed self-addressed envelope.

Sincerely,

£ Aose &
Robert E. Rose Robert L. Long
Chairman of the Board Chief Executive Officer

This proxy statement and the accompanying proxy card are first being mailed on or about April 2,
2008 to record sharcholders as of March 19, 2008.






NOTICE OF ANNUAL GENERAL MEETING OF TRANSOCEAN INC.
TO BE HELD MAY 16, 2008

The annual general meeting of Transocean Inc., a Cayman Islands exempted company limited by
shares, will be held at the British Colonial Hilton Nassau, Nassau, Bahamas at 8:00 a.m., Bahamas time, on
May 16, 2008 for the following purposes:

(1) To elect four directors as members of our Board of Directors to serve until the 2011 annual
general meeting and until their respective successors have been duly elected.

(2) To approve the appointment of Ernst & Young LLP to serve as our independent registered public
accounting firm for 2008.

(3) To transact such other business as may properly be brought before the meeting.

This constitutes notice of the meeting as required by Cayman Islands law and our Articles of
Association.

Only record holders of ordinary shares at the close of business on March 19, 2008 will be entitled to
notice of, and to vote at, the meeting.

The meeting may generally be adjourned from time to time without advance notice other than
announcement at the meeting, or any adjournment thereof, and any and all business for which the meeting
is hereby noticed may be transacted at any such adjournment.

This notice incorporates the proxy statement that accompanies it.

By order of the Board of Directors,

Chipman Earle
Corporate Secretary

Houston, Texas
April 2, 2008

YOUR VOTE IS IMPORTANT

You may designate proxies to vote your shares via the Internet, by telephone, or by mailing the enclosed
proxy. Your Internet or telephone designation authorizes the named proxies to vote your shares in the same
manner as if you marked, signed and returned your proxy card. Please review the instructions in the proxy
statement and on your proxy card regarding each of these options.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR
THE ANNUAL GENERAL MEETING TO BE HELD ON MAY 16, 2008.

Our Proxy Statement and 2007 Annual Report to Shareholders are available at
http://www.deepwater.com/proxymaterials.cfm.
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PROXY STATEMENT
FOR ANNUAL GENERAL MEETING OF TRANSOCEAN INC.
MAY 16, 2008

INFORMATION ABOUT THE MEETING AND VOTING

This proxy statement is furnished in connection with the solicitation of proxies by Transocean Inc., on
behalf of our Board of Directors, to be voted at our annual general meeting to be held on May 16, 2008 at
8:00 a.m., Bahamas time, at the British Colonial Hilton Nassau, Nassau, Bahamas.

Proposals
At the annual general meeting, shareholders will be asked to vote upon the following:

* A proposal to elect four nominees as directors to serve three-year terms. These directors will be
members of a class of directors that will serve until the 2011 annual general meeting and until their
respective successors have been duly elected.

* A proposal to approve the appointment of Ernst & Young LLP to serve as our independent
registered public accounting firm for 2008.

* Any other matters that may properly come before the meeting.

We know of no other matters that are likely to be brought before the annual general meeting.

Quorum

The presence, in person or by proxy, of shareholders holding a majority of our outstanding ordinary
shares will constitute a quorum. Abstentions and “broker non-votes” will be counted as present for
purposes of determining whether there is a quorum at the meeting.

Record Date

Only shareholders of record at the close of business on March 19, 2008 are entitled to notice of and to
vote, or to grant proxies to vote, at the meeting.

Votes Required

Approval of the proposal to elect the four nominees as directors requires the affirmative vote of a
plurality of the votes cast. The plurality requirement means that the director nominee with the most votes
for a board seat is elected to that board seat. You may vote “for” or “against” or “abstain” with respect to
the election of each director. Only votes “for”” or “against” are counted in determining whether a plurality
has been cast in favor of a director. Abstentions and “broker non-votes” are not counted for purposes of
the election of directors. As described later in this proxy statement, our Corporate Governance Guidelines
set forth our procedures if a director nominee is elected, but does not receive more votes cast “for” than
“against” the nominee’s election.

Approval of the proposal to appoint Ernst & Young LLP to serve as our independent registered public
accounting firm for 2008 requires the affirmative vote of holders of at least a majority of the ordinary
shares present in person or by proxy at the meeting and entitled to vote on the matter. Abstentions and
“broker non-votes” on the proposal have the effect of a vote against the proposal.

As of the record date for the meeting, there were 317,958,465 ordinary shares outstanding and entitled
to notice of and to vote at the meeting. Holders of ordinary shares on the record date are entitled to one
vote for each share held.



Proxies

A proxy card is being sent to each shareholder as of the record date. If you properly received a proxy
card, you may grant a proxy to vote on each of the proposals by marking your proxy card appropriately,
executing it in the space provided, dating it and returning it to us. We may accept your proxy by any form of
communication permitted by Cayman Islands law and our Articles of Association. Shareholders of record
who do not hold their shares through a bank, broker or nominee may grant a proxy to vote on the Internet
at http://www.eproxy.com/rig or by telephone by calling the number listed on the proxy card. Please have
your proxy card in hand when calling or going online. To vote by mail, please sign, date and mail your proxy
card in the envelope provided. If you hold your shares in the name of a bank, broker or other nominee, you
should follow the instructions provided by your bank, broker or nominee when voting your shares.

If you have timely submitted a properly executed proxy card or provided your voting instructions by
telephone or on the Internet and clearly indicated your votes, your shares will be voted as indicated. If you
have timely submitted a properly executed proxy card or provided your voting instructions by telephone or
on the Internet and have not clearly indicated your votes, your shares will be voted “FOR” the election of
all director nominees and “FOR” the approval of the appointment of Ernst & Young LLP to serve as our
independent registered public accounting firm for 2008.

If any other matters are properly presented at the meeting for consideration, the persons named in the
proxy card will have the discretion to vote on these matters in accordance with their best judgment. Proxies
voted against any of the proposals will not be voted in favor of any adjournment of the meeting for the
purpose of soliciting additional proxies.

You may revoke your proxy card at any time prior to its exercise by:

* giving written notice of the revocation to our Corporate Secretary;

* appearing at the meeting, notifying our Corporate Secretary and voting in person;
* revoking the proxy by telephone or the Internet; or

 properly completing and executing a later-dated proxy and delivering it to our Corporate Secretary
at or before the meeting.

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. If you hold your shares in the name of
a bank, broker or other nominee, you should follow the instructions provided by your bank, broker or
nominee in revoking your previously granted proxy.

Merger Transaction

On November 27, 2007, we completed our merger transaction (the “Merger”) with GlobalSantaFe
Corporation (“GlobalSantaFe”). Immediately prior to the effective time of the Merger, each of our
outstanding ordinary shares was reclassified by way of a scheme of arrangement under Cayman Islands law
into (1) 0.6996 of our ordinary shares and (2) $33.03 in cash (the “Reclassification”). At the effective time
of the Merger, each outstanding ordinary share of GlobalSantaFe was exchanged for (1) 0.4757 of our
ordinary shares (after giving effect to the Reclassification) and (2) $22.46 in cash.

PROPOSAL 1. ELECTION OF DIRECTORS

Our Articles of Association divide our Board of Directors into three classes: Class I, Class II and
Class III. Four Class III directors are to be elected at our 2008 annual general meeting to serve for
three-year terms expiring at the annual general meeting in 2011 when their respective successors have been
duly elected.



The Board has nominated for election as Class III directors: Jon A. Marshall, Martin B. McNamara,
Robert E. Rose and Ian C. Strachan. Messrs. Marshall, McNamara, Rose and Strachan are standing for
re-election. If any of the nominees becomes unavailable for any reason, which we do not anticipate, the
Board of Directors in its discretion may designate a substitute nominee. If you have submitted an executed
proxy card or provided your voting instructions by telephone or on the Internet, your vote will be cast for
the substitute nominee unless contrary instructions are given in the proxy.

We have adopted a majority vote policy in the election of directors as part of our Corporate
Governance Guidelines. This policy provides that the Board may nominate only those candidates for
director who have submitted an irrevocable letter of resignation which would be effective upon and only in
the event that (1) such nominee fails to receive a sufficient number of votes from shareholders in an
uncontested election and (2) the Board accepts the resignation. If a nominee who has submitted such a
letter of resignation does not receive more votes cast “for” than “against” the nominee’s election, the
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 Committee’s 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 nominee’s
resignation letter in a Form 8-K furnished to the Securities and Exchange Commission (“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 website at www.deepwater.com under “Governance.”

The Board has received from each current Board member who is a nominee for election at the annual
general meeting, an executed irrevocable letter of resignation consistent with the policy described above.
Each such letter of resignation is effective only in the event that (1) such director fails to receive a
sufficient number of votes from shareholders in an uncontested election of such director and (2) the Board
accepts such resignation.

The Board of Directors recommends a vote “FOR?” the election of Jon A. Marshall, Martin B. McNamara,
Robert E. Rose and Ian C. Strachan as Class III directors.

Nominees for Director—Class III—Terms Expiring 2011

JON A. MARSHALL, age 56, is President and Chief Operating Officer of the Company and a member
of our Board of Directors. Mr. Marshall served as a director and Chief Executive Officer of
GlobalSantaFe from May 2003 until the Merger in November 2007 when Mr. Marshall assumed his
positions with the Company. Mr. Marshall served as Executive Vice President and Chief Operating
Officer of GlobalSantaFe from November 2001 to May 2003. Mr. Marshall served as Executive Vice
President and Chief Operating Officer with Global Marine Inc. (which was merged with a subsidiary
of Santa Fe International Corporation, which was renamed GlobalSantaFe in the merger) from 1998
to November 2001. Prior to that, Mr. Marshall served as President of several Global Marine operating
subsidiaries. Mr. Marshall joined Global Marine in 1979 and held numerous operational and
managerial positions before his promotion to President.

MARTIN B. MCNAMARA, age 60, has served as a director of the Company since November 1994.
Mr. McNamara is a Partner of the law firm of Gibson, Dunn & Crutcher LLP and has served as a
member of the firm’s executive, finance and compensation committees, as well as a Partner-in-Charge
of the firm’s Texas practice. During the past five years, Mr. McNamara has been in the private practice
of law.

ROBERT E. ROSE, age 69, has served as Chairman of the Board of Directors of the Company since
November 2007. Mr. Rose has served as President of Taylor Energy Company LLC, a private oil and
gas production company based in New Orleans, Louisiana since March 2008. Mr. Rose was the
non-executive Chairman of the Board of Directors of GlobalSantaFe from March 2004, when he
retired as an employee of GlobalSantaFe, until the Merger in November 2007. Mr. Rose served as



GlobalSantaFe’s 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
Marine’s Chairman from 1999 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
drilling companies, including more than a decade as President and Chief Executive Officer of
Diamond Offshore Drilling, Inc. and its predecessor, Diamond M 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 is also a director of
Grey Wolf, Inc.

IAN C. STRACHAN, age 64, has served as a director of the Company since December 1999.
Mr. Strachan is a director of Reuters Group PLC, Xstrata plc, Rolls Royce Group plc and Johnson
Matthey plc. He served as Chairman of the Board of Instinet Group Incorporated from January 2003
to December 2005, when it was acquired by The Nasdaq Stock Market, Inc. Mr. Strachan served as
Deputy Chairman of Invensys plc from 1999 to 2000 and served as Chief Executive Officer of BTR plc
from 1996 until its merger with Siebe plc in 1999, when it changed its name to Invensys plc. 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.

Continuing Directors—Class [—Terms Expiring 2009

W. RICHARD ANDERSON, age 54, has served as a director of the Company since November 2007 and
served as a director of GlobalSantaFe from September 2006 until the Merger in November 2007.
Mr. Anderson is a private investor and served as the President and Chief Executive Officer of Prime
Natural Resources, Inc. from May 2002 until March 2007. Before joining Prime Natural
Resources, Inc., Mr. Anderson was managing partner of Hein & Associates, LLP, a certified public
accounting firm. He currently serves as a director of Boots & Coots International Well Control, Inc.
and Vanguard Natural Resources, LLC, and is chairman of both of their audit committees.

RICHARD L. GEORGE, age 57, has served as a director of the Company since November 2007 and
served as a director of GlobalSantaFe from November 2001 until the Merger in November 2007. Since
1991, he has been the President and Chief Executive Officer of Suncor Energy Inc., a widely 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 evaluation, exploration and production. During the last four years of this period, he was
Managing Director of Sun Oil Britain Limited in the U.K. Mr. George is the past Chairman and a
current member of the Board of Directors of the Canadian Council of Chief Executives.

VICTOR E. GRIJALVA, age 69, has served as a 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 Limited. Before serving as Vice Chairman, Mr. Grijalva served as Executive Vice
President of Schlumberger’s Oilfield Services division from 1994 to January 1999 and as Executive
Vice President of Schlumberger’s Wireline, Testing & Anadrill division from 1992 to 1994. He is
currently a director of Dynegy Inc.

EDWARD R. MULLER, age 56, has served as a director of the Company since November 2007 and
served as a director of GlobalSantaFe from November 2001 until the Merger in November 2007. Since
September 2005, he has served as the Chairman, President and Chief Executive Officer of Mirant
Corporation, an energy company that produces and sells electricity in the United States. Mr. Muller
was a private investor from 2000 until 2005. Mr. Muller served as President and Chief Executive
Officer of Edison Mission Energy, a 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.

ROBERT L. LONG, age 62, is Chief Executive Officer and a member of our Board of Directors.
Mr. Long also served as President of the Company from December 2001 to October 2006. He
assumed the position of Chief Executive Officer in October 2002. Mr. Long also served as Chief
Operating Officer from June 2002 until October 2002, Chief Financial Officer from August 1996 until
December 2001, as Senior Vice President from May 1990 until the time of the Sedco Forex merger, at
which time he assumed the position of Executive Vice President, and as Treasurer from September
1997 until March 2001. Mr. Long has been an employee since 1976 and was elected Vice President in
1987.

J. MICHAEL TALBERT, age 61, has served as a director of the Company since August 1994. He served
as the non-executive Chairman of the Board of Directors 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, a natural gas distribution company and a division of
Ensearch Corporation. He is currently a director of El Paso Corporation.

Continuing Directors—Class II—Terms Expiring 2010

THOMAS W. CASON, age 65, has served as a director of the Company since November 2007 and served
as a director of GlobalSantaFe from November 2001 until the Merger in November 2007. Mr. Cason
owned and managed five agricultural equipment dealerships until his retirement in December 2006.
He served as interim President and Chief Operating Officer of Key Tronic Corporation during 1994
and 1995 and was a partner in Hiller Key Tronic Partners, L.P. Mr. Cason previously held various
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 is currently a member of the Board
of Directors of Mirant Corporation and chairman of its audit committee.

KRISTIAN SIEM, age 59, has served as a director of the Company since September 1996 and was
Chairman of Transocean ASA prior to its acquisition by the Company in 1996. Mr. Siem is Chairman
and Chief Executive Officer of Siem Industries, Inc., an industrial holding company that owns
offshore oil and gas drilling and subsea construction services businesses, a fleet of reefer vessels and a
fleet of car carrying vessels through subsidiaries in the Cayman Islands, the U.K. and Norway.
Mr. Siem is also chairman of Siem Offshore Inc., Subsea 7 Inc. and Siem Industrikapital AB. In
addition, he is a director of North Atlantic Smaller Companies Investment Trust PLC and Star
Reefers Inc. During the past five years, Mr. Siem has served as an executive officer with Siem
Industries, Inc., as Chief Executive Officer and a director of Kvaerner ASA and as Chairman and a
director of Norwegian Cruise Line.

ROBERT M. SPRAGUE, age 63, has served as a director of the Company since May 2004. Mr. Sprague
is the retired Regional Business Director of Shell EP International BV, a position in which he served
from April 1997 until June 2003. Mr. Sprague served as Director—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 Dutch / Shell group of companies in 1967 and served in a variety of positions in the
United States and Europe during his career, including as a director of Shell Canada Limited, a
publicly traded company, from April 2000 to April 2003.



JOHN L. WHITMIRE, age 67, has served as a director of the Company since November 2007 and
served as a director of GlobalSantaFe from November 2001 until the Merger in November 2007.
Mr. Whitmire has served since 1999 as Chairman of the Board of Directors of CONSOL Energy Inc.,
which is engaged in the production of coal and natural gas for the electric utility industry.
Mr. Whitmire was Chairman of the Board and Chief Executive Officer of Union Texas Petroleum
Holdings, Inc. from 1996 until the company was acquired by ARCO in 1998. Prior to joining Union
Texas Petroleum, Mr. Whitmire’s career spanned over 30 years at Phillips Petroleum Company, where
he held various senior management positions including Executive Vice President-Exploration and
Production. He was also a member of Phillips’ Board of Directors. Mr. Whitmire is also a director of
El Paso Corporation.

Corporate Governance

We believe that we have long had good corporate governance practices, including having had written
corporate governance guidelines, committee charters and a 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.

We have instituted on-line mandatory training for employees on our Code of Business Conduct and
Ethics and other relevant compliance topics. We also require that all managerial and supervisory
employees certify compliance with our Code of Business Conduct and Ethics each year.

The Corporate Governance Committee of the Board has continued to evaluate the Company’s and
the Board’s governance practices and formally reviews all committee charters along with recommendations
from the various committees of the Board and the Board’s governance principles at least annually. In
October 2006, the Corporate Governance Committee recommended that the Board adopt a guideline
regarding the majority election of directors which has now been approved by the Board and included in
our corporate 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 2005, we adopted ownership guidelines for directors that require each current non-management
director to, over a five-year period, acquire and retain a 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 their initial five years as a director.
Messrs. Long and Marshall are also subject to officer share ownership guidelines, see “Compensation
Discussion and Analysis.”

Our current governance documents may be found on our website at www.deepwater.com under
“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;
e Finance and Benefits Committee Charter; and
* Code of Business Conduct and Ethics.

Information contained on our website is not part of this proxy statement. You may also request this
information in print by writing to our Corporate Secretary, Transocean Inc., PO. Box 10342, 70 Harbour
Drive, 4™ Floor, Grand Cayman, KY1-1003, Cayman Islands.



We will continue to monitor our governance practices in order to maintain our high standards. Some
specific governance issues are addressed below.

Special Governance Provisions Related to Our Merger Transaction with GlobalSantaFe. Pursuant to our
merger agreement with GlobalSantaFe and as approved by our shareholders, we amended and restated
our Articles of Association to, among other things, provide for certain corporate governance provisions
during the two-year period following the completion of the Merger. Article 40 of our Articles of
Association stipulates the following with respect to the composition of our Board and our management
until November 27, 2009, the second anniversary of the Merger.

* the Board will consist of 14 directors, an equal number of whom were designated prior to the
Merger by Transocean, whom we refer to as the Transocean designated directors, and by
GlobalSantaFe, whom we refer to as the GlobalSantaFe designated directors,

* Robert E. Rose will be the Chairman of the Board, and the removal, replacement or appointment
of a new chairman will require the vote of two-thirds of the entire Board,

* each committee of the Board will consist of an equal number of Transocean designated directors
and GlobalSantaFe designated directors,

* the chairman of each of the Audit Committee and the Executive Compensation Committee of the
Board will be a GlobalSantaFe designated director,

* the chairman of each of the Corporate Governance Committee and the Finance and Benefits
Committee of the Board will be a Transocean designated director,

* in the event that a Transocean designated director or a GlobalSantaFe designated director dies,
resigns, is removed from or otherwise fails to serve on the Board, the remaining Transocean
designated directors or GlobalSantaFe designated directors, as applicable, may designate such
director’s replacement, and

* Robert L. Long will be our Chief Executive Officer and Jon A. Marshall will be our President and
Chief Operating Officer, and the removal, replacement or appointment of a new chief executive
officer or president and chief operating officer will require the vote of two-thirds of the entire
Board.

Transocean designated the following directors who previously served on the Transocean Board:
Victor E. Grijalva (Class I), Robert L. Long (Class I), Martin B. McNamara (Class I1I), Kristian Siem
(Class II), Robert M. Sprague (Class II), Ian C. Strachan (Class III) and J. Michael Talbert (Class I).
GlobalSantaFe designated the following directors who previously served on the GlobalSantaFe board:
W. Richard Anderson (Class I), Thomas W. Cason (Class II), Richard L. George (Class I), Jon A. Marshall
(Class III), Edward R. Muller (Class I), Robert E. Rose (Class III) and John L. Whitmire (Class II).

Pursuant to the provisions described above, a subcommittee of the Corporate Governance Committee
consisting of Messrs. McNamara and Talbert recommended Messrs. McNamara and Strachan as nominees
to the Board and a subcommittee of the Corporate Governance Committee consisting of Messrs. George
and Muller recommended Messrs. Marshall and Rose as nominees to the Board.

Independence of Board Members/Committee Structure. Our corporate governance guidelines require
that at least a majority of the directors meet the independence requirements of the NYSE. The director
independence standards of the NYSE require a board 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 a 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: W. Richard Anderson, Thomas W. Cason,
Richard L. George, Victor E. Grijalva, Martin B. McNamara, Edward R. Muller, Robert M. Sprague,



Ian C. Strachan, J. Michael Talbert (prior to October 2007, the Board did not believe that Mr. Talbert, our
former executive chairman met the NYSE independence requirements) and Robert E. Rose. The Board
does not believe that Robert L. Long (our current Chief Executive Officer), Jon A. Marshall (our current
President and Chief Operating Officer) or Kristian Siem (an executive of a company that has an interest in
one of our joint ventures) currently meet the NYSE independence requirements. Earlier in 2007, the
Board carefully considered the criteria of the NYSE and concluded that each of the following directors,
whose tenure on the Board terminated in November 2007 resulting from the designation of Board
members in connection with the Merger, met the NYSE independence requirements: Judy J. Kelly,
Roberto Monti, Mark A. Hellerstein, Arthur Lindenauer and Michael E. McMahon. The Board believes
that our Executive Compensation, Audit and Corporate Governance Committees are composed solely of
directors who meet the NYSE independence requirements.

The Board has also considered what types of disclosure should be made relating to the process of
determining director independence. To assist the Board in making disclosures regarding its determinations
of independence, the Board has adopted categorical standards as permitted under the listing standards of
the NYSE. These categorical standards deal only with what types of relationships need to be disclosed and
not whether a particular director is independent. The Board considers all relevant facts and circumstances
in determining whether a director is independent. However, the relationships satisfying the categorical
standards are not required to be disclosed or separately discussed in our proxy statement.

A relationship satisfies the categorical standards adopted by the Board if it:

* is a type of relationship addressed in: Item 404 of Regulation S-K of the Securities Act of 1933
(containing requirements for disclosure of related person transactions in a company’s proxy
statement), but under those rules, disclosure is not required, or Section 303A.02(b) of the NYSE
Listed Company Manual (listing relationships that preclude a determination of independence), but
under those rules, a determination of independence is not precluded; or

* results from charitable contributions by the Company to an organization where a director is an
executive officer and such contributions do not exceed the greater of $100,000 or 1% of the
organization’s gross revenue in any of the last three years.

Executive Sessions. Our non-management directors met in executive session without management at
each regularly scheduled Board meeting in 2007. During 2008, they are again scheduled to meet in
executive session at each regularly scheduled Board meeting. In addition, the independent directors met as
a group in executive session on one occasion during 2007. The non-management and independent
directors have designated the Chairman of the Board, Robert E. Rose, as the presiding director for their
respective meetings. Shareholders or other interested persons may send communications to the presiding
director by writing to him c/o Eric B. Brown, General Counsel, P.O. Box 2765, Houston, Texas 77252-2765.

Director Nomination Process. The Board has designated the Corporate Governance Committee as
the committee authorized to consider and recommend nominees for the Board. We believe that all
members of the Committee meet the NYSE independence requirements.

Our Corporate Governance Guidelines require that the Corporate Governance Committee assess the
needs of our Company and the Board so as to recommend candidates who will further our goals. In making
that assessment, the Committee has determined that a candidate must have the following minimum
qualifications:

* high professional and personal ethics and values;
 a record of professional accomplishment in his/her chosen field;
* relevant expertise and experience; and

* a reputation, both personal and professional, consistent with our core values.



In addition to these minimum qualifications, the Committee considers other qualities that may be
desirable. In particular, the Board is committed to having a majority of independent directors and,
accordingly, the Committee evaluates the independence status of any potential director. The Committee
evaluates whether or not a candidate contributes to the Board’s overall diversity and whether or not the
candidate can contribute positively to the existing chemistry and culture among the Board members. Also,
the Committee 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 be effective upon and only in the event that (1) such nominee fails to
receive a sufficient number of votes from shareholders in an uncontested election and (2) the Board
accepts the resignation. The Board will also request a statement from any person nominated as a director
by other than the Board as to whether that person will also submit an irrevocable letter of resignation upon
the same terms as a person nominated by the Board.

The Committee has several methods of identifying Board candidates. First, the Committee 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 identify possible candidates. Third, the Committee has the authority to retain one or
more search firms to aid in its search. The search firm assists the Board in identifying potential Board
candidates, interviewing those candidates and conducting investigations relative to their background and
qualifications.

The Corporate Governance Committee considers nominees for director recommended by
shareholders. Please submit your recommendations in writing, along with:

e the name of and contact information for the candidate;
* a statement detailing the candidate’s qualifications and business and educational experience;

* information regarding the qualifications and qualities described under “Director Nomination
Process” above;

* a signed statement of the proposed candidate consenting to be named as a candidate and, if
nominated and elected, to serve as a director;

* a 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 (1) such
candidate fails to receive a sufficient number of votes from shareholders in an uncontested election
and (2) the Board accepts the resignation;

* a statement that the writer is a shareholder and is proposing a candidate for consideration by the
Committee;

* a 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 be suitable for Audit Committee membership; and

* detailed information about any relationship or understanding between the proposing shareholder
and the candidate.

Submit nominations to our Corporate Secretary, Transocean Inc., PO. Box 10342, 70 Harbour Drive,
4™ Floor, Grand Cayman, KY1-1003, Cayman Islands. 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 Committee’s 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 a 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 Corporate Governance Committee, any
shareholder may nominate directors at an annual general meeting of shareholders. For more information
on this topic, see “Proposals of Shareholders.”

Until November 27, 2009, the second anniversary of the Merger, our Articles of Association stipulate
certain requirements concerning the composition of our Board. For more information on this topic, see
“—Special Governance Provisions Related to Our Merger Transaction with GlobalSantaFe.”

Executive Officer and Director Compensation Process. Our Executive Compensation Committee has
established an annual process for reviewing and establishing executive compensation levels. Deloitte
Consulting LLP, an outside consultant retained by the Committee, provides the Committee with relevant
market data and alternatives to consider in determining appropriate compensation levels for each of our
executive officers. Our Chief Executive Officer also assists the Committee in the executive compensation
process. For a 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 a 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 be certain that it is competitive in attracting and
retaining qualified directors. The Corporate Governance Committee uses Deloitte Consulting LLP to
gather data regarding director compensation at (1) certain similar size companies in the general industry as
well as (2) the same peer group of companies generally utilized in the consideration of executive
compensation. Based upon its review of the data and its own judgment, the Committee develops a
recommendation for consideration by the Board. Our employees receive no additional compensation for
serving as directors on our Board.

Process for Communication by Interested Parties with the Board. 'The Board has established a 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, c/o Eric B. Brown, General Counsel, PO. Box 2765, Houston, Texas 77252-2765.
The General Counsel will forward these communications as appropriate to the addressee depending on the
facts and circumstances outlined in the communication. The Board has directed the General Counsel 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 General Counsel 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 Board’s discretion.

Policies and Procedures for Approval of Transactions with Related Persons. In February 2007, the
Board formally adopted a 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 (1) the Company is a participant, (2) any related person has a direct or indirect
material interest and (3) the amount involved exceeds $120,000, but excludes any transaction that does not
require disclosure under Item 404(a) of Regulation S-K. The Audit Committee, with assistance from the
Company’s General Counsel, is responsible for reviewing, approving and ratifying any related person
transaction.
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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
family members have an interest. Our Code of Business Conduct and Ethics further requires that any
director inform the Chairman of the Board and any executive officer inform our General Counsel when
the director’s or executive officer’s, respectively, private interest interferes or appears to interfere, in any
way with our interests. In addition, the Board’s governance guidelines require that a director immediately
inform the Board or Chairman of the Board as outlined above in the event that a director believes that the
director has an actual or potential conflict with our interests.

Director Attendance at Annual Meeting. We expect all of our directors to attend our annual general
meeting of shareholders. At the 2007 meeting, all directors then serving on our Board were in attendance.

Board Meetings and Committees

During 2007, the Board of Directors held five regular meetings and four special meetings. Each of our
directors attended at least 75% of the meetings during the year (or during such shorter period for which
the director served as a director), including meetings of committees on which the director served.

The Board has standing Executive Compensation, Finance and Benefits, Corporate Governance, and
Audit Committees. As noted, the charters for these committees may be found on our website at
www.deepwater.com under “Governance.” In addition, the Board may from time to time form special
committees to consider particular matters that arise.

Executive Compensation Committee. The purpose of the Executive Compensation Committee is to
assist the Board in (1) developing a fair compensation program for executives and (2) complying with the
Board’s legal and regulatory requirements as to executive compensation. The authority and responsibilities
of the Executive Compensation Committee include the following:

* review annually and approve the compensation paid to our executive officers;

 annually establish performance goals and objectives for our CEO and annually review the CEO’s
performance in light of the goals and objectives which were established and set the CEO’s
compensation based on this evaluation;

* administer (including the designation of eligible employees) our Long-Term Incentive Plan,
Performance Award and Cash Bonus Plan, Deferred Compensation 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, 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 be 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 a discussion of additional responsibilities of the
Executive Compensation Committee.

The Executive Compensation Committee may delegate specific responsibilities to one or more
individual Committee members to the extent permitted by law, NYSE listing standards and the
Committee’s governing documents. The Committee may delegate all or a portion of its powers and
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responsibilities with respect to the plans described above to one or more of our management committees;
provided that the Committee retains all power and responsibility with respect to awards granted to our
executive officers.

The current members of the Executive Compensation Committee are Mr. Whitmire, Chairman, and
Messrs. Muller, Sprague, and Strachan. Until November 2007, Ms. Kelly and Messrs. Hellerstein and
Monti were members of the Executive Compensation Committee. The Executive Compensation
Committee met seven times during 2007.

Finance and Benefits Committee. The Finance and 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 and 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 and Benefits Committee are Mr. Siem, Chairman, and Messrs. Anderson,
George and Talbert. Until November 2007, Ms. Kelly and Messrs. Lindenauer, McMahon and McNamara
were members of the Finance and Benefits Committee. The Finance and Benefits Committee met four
times during 2007.

Corporate Governance Committee. 'The Corporate Governance 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 be elected at the annual general meeting
of shareholders. The current members of the Corporate Governance Committee are Mr. McNamara,
Chairman, and Messrs. George, Muller and Talbert. Until November 2007, Messrs. Grijalva, Monti and
Sprague were members of the Corporate Governance Committee. The Corporate Governance Committee
met six times during 2007.

Audit Committee. The Audit Committee is directly responsible for the appointment, compensation,
retention and oversight of our independent registered public accountants. The Audit Committee 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 and our internal auditing staff
and 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, our policies regarding those transactions and compliance with our business
ethics and conflict of interest policies.

The Board requires 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 SEC has adopted rules requiring
that we disclose whether or not our audit committee has an “audit committee financial expert” as a
member. An “audit committee financial expert” is defined as a person who, based on his or her experience,
satisfies 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 a breadth
and level of complexity of accounting issues that are generally comparable to the breadth and level

12



of complexity of issues that can reasonably be expected to be 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 a 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 a principal financial 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. Cason, Chairman, and Messrs. Anderson,
Grijalva, and Strachan. Until November 2007, Messrs. Lindenauer, Hellerstein and McMahon were
members of the Audit Committee. The Audit Committee met sixteen times during 2007. The Board has
reviewed the criteria set by the SEC and determined that 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, a public company.

Finally, NYSE rules restrict directors that have relationships with the Company that may interfere
with the exercise of their independence from management and the Company 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.

Director Compensation

Directors who are employees of the Company do not receive compensation for Board service. At
present, all of the directors except Messrs. Long and Marshall are non-employees and receive such
compensation.

We use a combination of cash and equity incentive compensation to attract and retain qualified
candidates to serve on our Board. The Corporate Governance Committee 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.
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Currently, non-employee director compensation includes:

Annual Retainer . .. .. ... ... $ 90,000
Additional Annual Retainer for Committee Chairmen
Audit COmMMIEEE . . . . ottt $ 25,000
Executive Compensation Committee .. ........................ $ 20,000
Corporate Governance Committee and Finance and Benefits
COMMILEEE . . . o ot e e e e e e e e e e e e $ 10,000
Grant of Deferred Units .. ........ . ... .. ... $260,000(1)

(1) Deferred units are granted to each non-employee director annually 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 $260,000 based upon the average of the high and low sales prices of our ordinary shares for each of the 10
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 serves the Company as its non-executive Chairman of the Board, in which capacity he
receives a $332,000 annual retainer in lieu of the annual retainer the other non-employee directors receive.
Mr. Rose also receives the same $260,000 grant of deferred units to non-employee directors described
above.

In addition, we pay or reimburse our directors’ travel and incidental expenses incurred for attending
Board, committee and shareholder meetings and for other Company business-related purposes.

2007 Director Compensation

In 2007, non-employee members of the Board, other than Mr. Talbert, received the following
compensation: (1) an annual retainer of $90,000, and (2) an amount of deferred units equal in aggregate
value to $150,000. In addition, each chairman of a committee received a $10,000 annual retainer (except
for the chairman of the Audit Committee, who received a $20,000 annual retainer).

For his services as our non-executive Chairman prior to November 27, 2007, Mr. Talbert received an
annual retainer of $210,000 and the same equity grants awarded to other non-employee directors.

At our Board meeting held immediately after the 2007 annual general meeting of our shareholders,
the Board granted 1,694 deferred units to each non-employee director with an aggregate value equal to
$150,000 based upon the average of the high and low sales prices of our ordinary shares for each of the 10
trading days immediately prior to the date of our Board meeting (calculated at $88.55 per share). The
terms of the deferred units included vesting in equal installments over three years, on the first, second and
third anniversaries of the date of grant, and a requirement that each director hold the vested deferred units
until he or she left the Board. Due to the Merger, the vesting of the deferred units was accelerated. Each
of the deferred units was reclassified into 0.6996 deferred units and $33.03 cash. Fractional deferred units
were paid in cash.
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The following summarizes the compensation of our non-employee directors for 2007.

Fees

Earned

or Paid Stock

in Cash Awards(1)(2) Total
Name % ® ®
J. Michael Talbert . ........................ 157,500 294,349 451,849
Arthur Lindenauer ........................ 82,500 301,380 383,880
Martin B. McNamara . ..................... 75,000 301,380 376,380
Kristian Siem . . .......... ... . ... ... ..... 75,000 301,380 376,380
Ian C. Strachan. . ......................... 75,000 301,380 376,380
Victor E. Grijalva . ..................... ... 67,500 301,380 368,880
Roberto L. Monti . ........................ 67,500 301,380 368,880
Robert M. Sprague . ....... ... ... ... .... 67,500 301,380 368,880
Judy J.Kelly . .. ... 67,500 294,349 361,849
Mark A. Hellerstein .. ..................... 67,500 207,711 275,211
Michael E. McMahon . ..................... 67,500 207,711 275,211
W. Richard Anderson(3) .................... 0 0 0
Thomas W. Cason(3) . .. ...t 0 0 0
Richard L. George(3) . ..........ccoii.. 0 0 0
Edward R. Muller(3) . . . ... ... .ot 0 0 0
Robert E. Rose(3) . .. ..o vvi i 0 0 0
John L. Whitmire(3) .. ..................... 0 0 0

M

@

S

Represents the compensation cost recognized by the Company during fiscal 2007 under FAS 123(R) for deferred units
granted to our directors in 2007 and prior years. In connection with the Merger, all outstanding deferred units vested
as of November 27, 2007. The amount includes the compensation cost associated with the acceleration of vesting.

The aggregate number of unvested share and outstanding option awards at December 31, 2007 for each non-employee
director was as follows: Mr. Anderson, 6,368 share-settled appreciations rights or SARs; Mr. Cason, options to
purchase 22,485 shares and 7,640 SARs; Mr. George, options to purchase 24,196 shares, 7,640 SARs, and 2,854
restricted share units; Mr. Grijalva, options to purchase 24,417 shares and 5,133 deferred units; Mr. McNamara,
options to purchase 35,378 shares and 5,133 deferred units; Mr. Muller, options to purchase 9,117 shares, 7,640 SARs,
and 1,427 restricted share units; Mr. Rose, options to purchase 10,188 shares and 7,640 SARs; Mr. Siem, options to
purchase 30,841 shares and 5,133 deferred units; Mr. Sprague, 5,133 deferred units; Mr. Strachan, options to purchase
24,417 shares and 5,133 deferred units; Mr. Talbert, 3,537 deferred units; and Mr. Whitmire, options to purchase
14,414 shares, 7,640 SARs, and 1,427 restricted share units. All of the outstanding deferred units vested in connection
with the Merger but are required to be held by the applicable director until he leaves the board.

These directors joined the Board on November 27, 2007, in connection with the Merger and, therefore, did not receive
any compensation from the Company in 2007.
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AUDIT COMMITTEE REPORT

Our Audit Committee has reviewed and discussed the audited financial statements of the Company
for the year ended December 31, 2007 with management, our internal auditors and Ernst & Young LLP. In
addition, we have discussed with Ernst & Young LLP, the independent registered public accounting firm
for the Company, the matters required by Codification of Statements on Auditing Standards No. 61
(SAS 61). The Sarbanes-Oxley Act of 2002 requires certifications by the Company’s chief executive officer
and chief financial officer in certain of the Company’s filings with the Securities and Exchange Commission
(SEC). The Committee discussed the review of the Company’s reporting and internal controls undertaken
in connection with these certifications with the Company’s management and independent registered public
accounting firm. The Committee also reviewed and discussed with the Company’s management and
independent registered public accounting firm management’s report and Ernst & Young LLP’s report on
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002.
The Audit Committee has further periodically reviewed such other matters as it deemed appropriate,
including other provisions of the Sarbanes-Oxley Act of 2002 and rules adopted or proposed to be adopted
by the SEC and the NYSE.

The Committee also has received the written disclosures and the letter from Ernst & Young LLP
required by Independence Standards Board Standard No. 1, and we have reviewed, evaluated and
discussed the written disclosures with that firm and its independence from the Company. We also have
discussed with management of the Company and the independent registered public accounting firm such
other matters and received such assurances from them as we deemed appropriate.

Based on the foregoing review and discussions and relying thereon, we have recommended to the
Company’s Board of Directors the inclusion of the Company’s audited financial statements for the year
ended December 31, 2007 in the Company’s Annual Report on Form 10-K for such year filed with the
SEC.

Members of the Audit Committee:

Thomas W. Cason, Chairman
W. Richard Anderson

Victor E. Grijalva

Ian C. 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 be deemed to be
beneficial owners as of March 19, 2008, of more than 5% of the Company’s ordinary shares.

Name and Address Shares Percent
of Beneficial Owner Beneficially Owned  of Class(1)
FMR LLC . . . e 19,900,364(2) 6.26%

82 Devonshire Street
Boston, Massachusetts 02109

Marsico Capital Management, LLC. .. ......................... 15,687,467(3) 4.93%
1200 17" Street, Suite 1600
Denver, Colorado 80202

(1) The percentage indicated is based on the 317,958,465 issued and outstanding ordinary shares at March 19, 2008, which
is the record date for the 2008 Annual General Meeting of Shareholders.

(2) The number of shares indicated is based on a statement on Schedule 13G filed with the SEC on February 14, 2008,
which was filed jointly by FMR LLC, Edward C. Johnson 3d, and Fidelity Management & Research Company.
According to the filing, FMR LLC has sole voting power over 4,341,738 shares and sole dispositive power over
19,900,364 shares and shared voting or dispositive power over no shares. Of the shares reported, 15,638,679 shares are
beneficially owned by Fidelity Management & Research Company, an investment adviser and a wholly-owned
subsidiary of FMR LLC, as a result of acting as investment advisor to various investment companies (collectively, the
“Fidelity Funds”); with respect to these shares, FMR LLC, Mr. Edward C. Johnson 3d and each of the Fidelity Funds
exercise sole dispositive power and the Fidelity Funds’ Board of Trustees exercises sole voting power.

(3) The number of shares indicated is based on a statement on Schedule 13G filed with the SEC on February 13, 2008.
According to the filing, Marsico Capital Management, LLC has sole voting power over 13,592,919 shares and sole
dispositive power over 15,687,467 shares and shared voting or dispositive power over no shares. According to the
Schedule 13G, Marsico Capital Management LLC beneficially owned 5% of our outstanding ordinary shares as of
December 31, 2007.

17



SECURITY OWNERSHIP OF DIRECTORS AND EXECUTIVE OFFICERS

The table below shows how many ordinary 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 a group beneficially owned as of March 19, 2008.

Shares Subject

to Right to Total
Acquire Shares
Beneficial Beneficially  Percent of
Name Shares Owned(1)(2) Ownership(3) Owned(2)(3) Class(4)
EricB.Brown.......... ... ... ...... 10,230 13,340 23,570 —
Jean P. Cahuzac ...................... 3,937 22,750 26,687 —
Gregory L. Cauthen ................... 290 13,561 13,851 —
Robert L. Long(5). . .. ... oot 120,963 143,086 264,049 —
Steven L. Newman(6) .................. 14,234 62,838 77,072 —
W. Richard Anderson . ................. 1,907 6,368 8,275 —
Thomas W. Cason . .................... 8,769 30,125 38,894 —
Richard L. George .................... 8,195 11,460 19,655 —
Victor E. Grijalva(7) . . ... ooveeeeee .. 19,247 46,500 65,747 —
Jon A. Marshall ...................... 101,966 462,469 564,435 —
Martin B. McNamara . ................. 5,717 52,309 58,026 —
Edward R. Muller(8) . . . ................ 6,553 16,757 23,310 —
Robert E.Rose . . ........ ... ... .. ... 5,819 17,828 23,647 —
Kristian Siem .. ........ ... ... ...... 2,798 35,974 38,772 —
Robert M. Sprague(9) .................. 2,098 5,133 7,231 —
Ian C. Strachan . . . .................... 349 16,403 16,752 —
J. Michael Talbert(10) .. ................ 56,849 3,537 60,386 —
John L. Whitmire . .................... 5,814 22,054 27,868 —
All of the persons above and other executive
officers as a group (21 persons) ......... 381,688 998,030 1,379,718 —
(1) The business address of each director and executive officer is c¢/o Transocean Inc., 4 Greenway Plaza, Houston, Texas 77046.
None of the shares beneficially owned by our directors or executive officers are pledged as security.
(2) Includes:
All executive
officers as a
Mr. Brown Mr. Cahuzac Mr. Cauthen Mr. Long Mr. Newman group
Shares held in Employee Stock
Purchase Plan and 401(K) Plan . . 537 905 290 4,835 302 7,927
Shares held in 401(K) Plan. . .. ... — — — — — 2,953
(3) Includes shares that may be acquired within 60 days from March 19, 2008 through the exercise of options held by Messrs. Long

(103,491), Newman (42,590), Cason (22,485), George (3,820), Grijalva (24,417), Marshall (303,015), McNamara (35,378),
Muller (9,117), Rose (10,188), Siem (30,841), Strachan (11,270), Whitmire (14,414), and all directors and executive officers as a
group (611,027). Also includes (a) rights to acquire ordinary shares under our deferred compensation plan held by
Messrs. Grijalva (16,950) and McNamara (11,798) and all directors and executive officers as a group (28,748); (b) unvested
restricted shares held by Messrs. Brown (13,340), Cahuzac (22,750), Cauthen (13,561), Long (39,595), Newman (20,248), and all
directors and executive officers as a group (125,031), which are subject to a vesting schedule, forfeiture risk and other
restrictions and over which such individuals have sole voting power but no dispositive power; and (c) vested deferred units held
by Messrs. Grijalva (5,133), McNamara (5,133), Siem (5,133), Sprague (5,133), Strachan (5,133), Talbert (3,537), and all
directors and executive officers as a group (29,202), over which such individuals have sole voting power but no dispositive
power. Also includes, with respect to SARs held by Messrs. Anderson (6,368), Cason (7,640), George (7,640), Marshall
(159,454), Muller (7,640), Rose (7,640), Whitmire (7,640), and all directors and executive officers as a group (204,022), the

18



*)

®)
(0)
™
®)
©)

number of shares that may be acquired within sixty days of March 19, 2008, upon exercise, assuming a market price for our
shares of $132.18 per share, the closing price for our shares on March 19, 2008.

As of March 19, 2008, each listed individual and our directors and executive officers as a group beneficially owned less than
1.0% of the outstanding ordinary shares.

Includes 77,254 shares held in a joint account with his wife.

Includes 239 shares held in a joint account with his wife.

Includes 1,427 shares held by his wife in her separate account.

Includes 6,553 shares held in a family trust with Mr. Muller and his wife serving as trustees.

Includes 2,098 shares held in a joint account with his wife.

(10) Includes an aggregate of 1,503 shares held in joint accounts with his wife.
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COMPENSATION DISCUSSION AND ANALYSIS

Throughout this proxy statement, the individuals who served as our Chief Executive Officer and Chief
Financial Officer during fiscal 2007, as well as the other individuals named in the Summary Compensation
Table on page 40, are referred to as the “named executive officers.” The following Compensation
Discussion and Analysis (CD&A) discusses the compensation awarded to, earned by, or paid to the named
executive officers and explains the material elements of such compensation.

GUIDING PRINCIPLES OF OUR EXECUTIVE COMPENSATION PROGRAM

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 be leaders in our Company. The following
are the guiding principles of our executive compensation program:

ALIGN THE INTERESTS OF OUR EXECUTIVE OFFICERS WITH THOSE OF OUR SHAREHOLDERS BY BASING
EXECUTIVE COMPENSATION ON CORPORATE PERFORMANCE.

We believe that the total compensation offered to each of our executive officers should be
substantially linked to our success. By focusing our executive officers on the appropriate measures of
success, we intend to align the interests of our executive officers with those of our shareholders. Barring an
unusual transaction like the Merger, the amount of equity and non-equity incentive plan compensation
that each of our executive officers ultimately receives each year is structured to be directly related to our
success relative to specific, pre-approved performance targets set by the Executive Compensation
Committee.

SET EXECUTIVE COMPENSATION AT COMPETITIVE LEVELS.

We believe that executive compensation must be continuously monitored to ensure that we provide
the opportunity for each of our executive officers to receive competitive compensation both within our
Company and as compared to our peer group. The Executive Compensation Committee annually reviews
the total compensation and each component of compensation that may be paid or awarded to each of our
executive officers and compares the total compensation and each component of compensation
(1) internally for purposes of internal equity and (2) externally against the median amount paid to
executive officers holding comparable positions at companies within our peer group to assist us in retaining
our executive officers.

THE EXECUTIVE COMPENSATION PROGRAM

The Executive Compensation Committee of our Board of Directors, the Committee’s outside
compensation consultant, other outside advisors, and members of management are all involved in
structuring our executive compensation program.

THE EXECUTIVE COMPENSATION COMMITTEE. The Executive Compensation Committee of our Board
of Directors is composed solely of Board members who (a) are not employees of the Company, (b) meet
the independence requirements of the New York Stock Exchange, and (c) would qualify as outside
directors under Section 162(m) of the U.S. Internal Revenue Code. The Committee currently consists of
four directors: John L. Whitmire (chairman), Edward R. Muller, Robert M. Sprague and Ian C. Strachan.
Messrs. Whitmire and Muller joined the Committee on November 27, 2007 in connection with the Merger.
Ian C. Strachan served as chairman of the Committee prior to the Merger, Robert M. Sprague served on
the Committee prior to the Merger, and Judy J. Kelly, Mark A. Hellerstein and Roberto Monti also served
on the Committee and participated in decisions regarding 2007 compensation until they ceased to serve as
directors on November 27, 2007 in connection with the Merger.
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The Executive Compensation Committee is responsible for:

* Reviewing annually and approving the compensation paid to and the benefits received by the
Company’s executive officers;

* Annually establishing focus areas for the Company’s Chief Executive Officer, annually evaluating
the Chief Executive Officer’s performance in light of the focus areas (with the participation of the
full Board), and setting the Chief Executive Officer’s compensation based on the evaluation and
peer group data;

* Establishing and administering executive compensation plans or arrangements which provide
benefits to executive officers of the Company in accordance with the goals and objectives of the
Company as established by the Board;

* Considering and making recommendations to the Board concerning the existing executive
compensation programs and changes to such programs; and

* Reviewing and discussing the CD&A and based upon such discussion recommending to the Board
that the CD&A be included in the Company’s proxy statement to shareholders.

The Executive Compensation Committee may delegate any of its powers or responsibilities to a
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.

THE COMPENSATION CONSULTANT. To assist it in meeting its responsibilities, the Executive
Compensation Committee engaged Deloitte Consulting LLP (“Deloitte Consulting”), an independent
outside consulting firm, which served as the Committee’s compensation consultant throughout 2007.

The compensation consultant reports to and acts at the direction of the Executive Compensation
Committee. The Committee directs its compensation consultant, 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;

* 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 officer compensation programs;

* Assistance in preparing the total compensation “tally sheet,” which is discussed below; 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 the compensation consultant’s recommendations, but utilizes the
compensation consultant’s work as a check in arriving at its own judgment with respect to what it deems
appropriate.

The Committee directs its compensation consultant to assist it with additional matters on an
as-needed basis. In 2007, this included the review of the peer group and analysis of alternate forms of
long-term incentive compensation.

The compensation consultant regularly participates in the meetings of the Executive Compensation
Committee and meets privately with the Committee at the Committee’s request.

Our management provides input to the compensation consultant, but does not direct or oversee its
activities with respect to our executive compensation programs. However, Deloitte Consulting performed
other services for the Company relating to the Merger. For 2007, the fees paid by the Company to Deloitte
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Consulting for other services were $138,597. The Committee has evaluated the scope and nature of the
other services and has concluded that such services did not impair the independence or objectivity of the
compensation consultant.

OTHER ADVISORS. From time to time the Company engages other advisors to advise management and
the Executive Compensation Committee regarding executive compensation matters. Such advisors have
included, among others, the Company’s outside corporate law firm to advise management and the
Committee regarding various legal issues, and an outside actuarial firm to evaluate compensation
programs and certain elements of compensation.

MANAGEMENT. Our Chief Executive Officer annually reviews the competitive pay position and the
performance of each member of senior management other than himself. His own competitive pay position
and performance are reviewed by the Executive Compensation Committee with participation of the
non-management members of the Board. The Chief Executive Officer’s conclusions and recommendations
based on his reviews of the other named executive officers, including his conclusions and recommendations
with respect to salary adjustments and annual award amounts, are presented to the Executive
Compensation Committee. The Committee makes all compensation decisions for the named executive
officers, the positions of senior vice president and above and the Section 16 officers, and approves all
share-based awards, but decisions regarding the non-equity compensation of other officers are made by the
Chief Executive Officer. The Committee can, however, exercise its discretion in modifying any
compensation adjustment or awards to any executive.

Executives in the Company’s Human Resource Department assist the 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 Senior Vice President and Vice
President of Human Resources, and a member of our Legal Department, regularly attend Executive
Compensation Committee meetings, and our Chief Executive Officer, other executives and our Chairman
of the Board participate on an as-needed basis. Our executives and other employees participate in
Committee discussions in an informational and advisory capacity and have no vote in the Committee’s
decision-making process.

The Executive Compensation Committee meets outside the presence of all of our executive officers to
consider appropriate compensation for our Chief Executive Officer. For all other named executive officers,
the Committee meets outside the presence of all executive officers except our Chief Executive Officer.

BUSINESS CONTEXT AND PEER GROUP

Transocean Inc. is the world’s largest offshore oil and gas drilling contractor and the leading provider
of drilling management services worldwide. Our mission is to be the premier offshore drilling company
providing worldwide rig-based, well-construction services.

The offshore drilling business is highly competitive with numerous industry participants. Although the
industry has been expanding in a period of high demand, rig shortages and relatively high dayrates, the
offshore drilling business has been highly cyclical throughout its history, with periods of low demand,
excess rig availability and low dayrates that lasted for years.

We compete for talent across many different sectors around the world, however 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 making compensation decisions for
our named executive officers, each element of their total direct compensation is compared against
published compensation data (generally from proxy statements).

22



For 2007, the peer group of companies used as an external benchmark for comparing each component
of executive compensation was:

Baker Hughes Incorporated Noble Corporation

BJ Services Company Pride International, Inc.
Diamond Offshore Drilling Inc. Rowan Companies, Inc.
ENSCO International Incorporated Schlumberger Limited
GlobalSantaFe Corporation Smith International, Inc.
Halliburton Company Tidewater Inc.

Nabors Industries Ltd. Weatherford International Ltd.

The composition of the peer group is periodically reviewed and updated by the Executive
Compensation Committee with assistance from the compensation consultant and management.

In December 2007, the Executive Compensation Committee, utilizing information provided by the
compensation consultant, modified the composition of the peer group. The modifications reflect the
significant increase in size of the Company following the Merger and are designed to ensure that the
market for executives in large energy industry companies was properly represented. In determining the
composition of the new peer group, the Committee considered the following factors:

* The purpose of the peer group;

* The competitive market for executive talent and/ or capital;
* The size of competitors; and

* The number of companies to be included in the peer group.

The Executive Compensation Committee then considered the financial data of the proposed group,
including: forecasted fiscal year 2007 sales and net income, then-current market capitalization and
enterprise value. In addition, the Committee also considered growth in earnings per share for the proposed
peer group during one and three year periods and a comparison of total shareholder return on a quarterly
basis from 2002 forward for the proposed peer group and our prior peer group.

The Committee’s analysis resulted in a new peer group of the following 19 companies, 12 of which
were included in the 2007 peer group:

Anadarko Petroleum Corporation Nabors Industries Ltd.

Apache Corporation National-Oilwell Varco Inc.

Baker Hughes Incorporated Occidental Petroleum Corporation
Devon Energy Corporation Noble Corporation

Diamond Offshore Drilling Inc. Pride International, Inc.

ENSCO International Incorporated Rowan Companies Inc.

EOG Resources, Inc. Schlumberger Limited

Halliburton Company Smith International, Inc.

Hess Corporation Weatherford International Ltd.

Marathon Oil Corporation

The new peer group is being used as an external benchmark for comparing each component of
executive compensation for 2008. The new peer group or a smaller sub-group may be used for
performance comparisons as determined by the Committee.
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EXECUTIVE COMPENSATION PROGRAM PHILOSOPHY, OBJECTIVES AND DESIGN

COMPENSATION PHILOSOPHY AND OBJECTIVES. Our compensation philosophy, which is periodically
reviewed and updated by the Executive Compensation Committee, is outlined below.

Element Targeted Position Comments
Base Salary Market median. Individual circumstances can allow for certain positions to
be above or below the median.

Annual Bonus Opportunity to earn total Actual position based on performance. Metrics include
cash compensation both financial and operational results that drive long-term
competitive with market, value. Current award potential ranges from 0% to 200%
with upside/downside based of target (for 2007, the maximum award potential was
on performance against 285%).
financial and operating
metrics.

Total Cash Market median at target Target performance is intended to result in median total

Compensation performance. cash compensation. Maximum performance will result in

75" percentile or higher total cash compensation. Below
target performance will result in below median total cash

compensation.

Long-Term Incentives Market median at target Normal practice has been to award fully contingent stock
(options, restricted ~ performance. options and performance shares that vest based on relative
shares, and performance compared to our peer group. At median
deferred units) performance relative to the peer group, we provide vesting

of these contingent awards at the median of competitive
practice, and at upper quartile performance, vested awards
are intended to equal the 75" percentile. As discussed
later in this CD&A, we were unable to follow normal
practice in 2007 due to the Merger, and awarded
restricted shares that vest based solely on continued

service.
Total Direct Market median. Ability to earn above or below target based on
Compensation performance.

We target compensation at the market median, based on peer group data, in order to remain
competitive and avoid contributing to the “ratcheting-up” of executive compensation that occurs when a
large number of companies all target their executive compensation at above-median levels.

To compare our named executive officers’ total cash compensation (base salary and annual bonus) and
long-term incentive compensation to estimated competitive market medians for corresponding positions
we consider data from the peer group named above.

The data from the peer group is gathered based both on position (CEO, CFO and General Counsel)
and according to pay rank for the highest-paid position, the second highest-paid position, and so forth. The
Committee’s compensation consultant recommended this approach because of the variations in pay based
on position and the need to ensure that a sufficient number of matches exist for meaningful comparisons.

The total direct compensation for each of our named executive officers is then compared to the
estimated market median for his position.

Presently, total direct compensation for our named executive officer positions ranges from 34.1%
above to 6.3% below the competitive market median, with an average of 3.4% above for the group. This
range is due to a number of factors, including the length of time an individual has been in a position, the
uniqueness of some of our positions making market comparisons somewhat imprecise, and our relative size
compared to our peer group.
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Within the framework of our compensation philosophy, we have developed executive compensation
programs that are 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 mission, execution imperatives and bonus strategy;

* Maintenance of a pay-for-performance culture, including reward opportunities for exceeding
specific annual and biennial goals;

* Reasonable reward opportunities that are sufficiently competitive to attract, motivate and retain
superior employees in key positions; and

* A connection between compensation and the attainment of goals that is clearly visible to the
participants in our compensation programs.

COMPENSATION PROGRAM DESIGN. The Committee reviews information, including peer group and
other survey information developed and provided by the compensation consultant, to determine the
appropriate compensation levels and mix. Although we have no pre-established policy or target for the
allocation between either cash and non-cash or short-term and long-term compensation, we have designed
the components of our compensation programs so that, as an executive’s 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.
Any benefits, perquisites or discretionary cash bonuses that an executive officer may receive are not
considered for purposes of this analysis. We supplement this 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 Company’s and our shareholders’ interests. Such downside protection
includes but is not limited to the use of change of control arrangements and severance benefits, which are
discussed in more detail below.

We believe that a lack of internal pay equity among our executives would be detrimental to morale, to
productivity, and, as a result, to advancing the Company’s and our shareholders’ interests. To that end, we
have designed our compensation programs so that all executives participate in the same in-service
compensation programs that our Chief Executive Officer participates in, and so that base pay and incentive
reward opportunities are commensurate with the executives’ relative levels of responsibility within the
Company. We test the resulting internal pay equity by making sure that our base pay and incentive award
opportunities are commensurate with the base pay and reward opportunities of executives with similar
responsibilities at the other companies in the peer group.

We also consider total compensation when we design our compensation programs and determine
compensation levels. We developed a thorough analysis of the total value of each named executive officer’s
entire compensation and benefits package. That analysis resulted in a total compensation “tally sheet”
containing data on all elements of compensation and benefits, including retirement plan benefits,
severance benefits, and the total compensation gained through various equity grants over time. The
Executive Compensation 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 Company’s executive officers, including the named executive officers, is reasonable. However,
compensation practices and philosophy are an evolving practice and future changes may be made to take
into account changed circumstances, practices, competitive environments and other factors.

ELEMENTS OF EXECUTIVE COMPENSATION AND BENEFITS

ELEMENTS OF IN-SERVICE COMPENSATION AND BENEFITS. The elements of our executive in-service
compensation in 2007 consisted of (a) base salaries and (b) performance-based incentive compensation in
the form of annual cash bonus incentives under our Performance Award and Cash Bonus Plan,
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discretionary cash bonuses under our Reward and Recognition Program, and long-term incentives under
our Long-Term Incentive Plan in the form of deferred units and restricted shares. In addition, we provide a
defined-contribution 401(k) savings plan with matching contributions from the Company and certain
perquisites and other personal benefits. All of these elements of in-service compensation and benefits are
discussed below. We also provide post-termination compensation and benefits, primarily through
retirement plans and change of control and severance arrangements, which are discussed separately.

Base Salaries

We provide our executive officers and other employees with base salaries that guarantee them a
minimum level of compensation for services rendered during the year. The base salaries for our executive
officers, including the named executive officers, are reviewed upon a promotion or other change in job
responsibility, and they are also reviewed annually, both individually and relative to other officers. Base
salary adjustments are made to reflect the competitive market. In July 2007, the Executive Compensation
Committee reviewed the base salaries of the named executive officers and approved base salary increases
effective July 16, 2007. In determining the increases, the Committee considered recommendations from
the Chief Executive Officer, competitive compensation information based on proxy data, the job
responsibilities, performance and expected future contributions of each executive, our compensation
philosophy and objectives, and the Company’s mission and performance. Considering input from Deloitte
Consulting, the Committee concluded that each named executive officer’s salary for 2007 was and is
generally in an acceptable range around the market median for comparable positions and was consistent
with our compensation philosophy, which calls for providing salaries at competitive market median levels.

In adjusting Mr. Long’s base salary, the Board of Directors first discussed his performance relative to
focus areas and objectives that had been established at the beginning of 2007. They noted that under
Mr. Long’s leadership in 2006 through mid 2007 the Company achieved excellent safety results, continued
to progress technological development of drilling equipment and rig design, achieved excellent marketing
results in terms of dayrates and building backlog, and achieved strategic initiatives such as securing
contracts for technically advanced newbuilds while also divesting of assets that were not core to the
Company’s long-term strategy. The Committee, whose members participated in the performance
discussion with the full Board, subsequently considered the Board’s assessment and Mr. Long’s
then-current base salary compared to market information. The Committee noted that Mr. Long’s base
salary was estimated at 104% of the then-current market median. The Committee also considered the
Company’s and Mr. Long’s accomplishment of the above mentioned objectives and its own subjective
assessment of his performance. In recognition of his continued strong leadership in 2006/2007 and in
keeping with the philosophy of targeting the market median, the Committee increased Mr. Long’s annual
salary from $850,000 to $925,000 (8.8%) effective July 16, 2007. We estimate that Mr. Long’s resulting base
pay was about 113% of the then-current market median for the position of chief executive officer.

The Committee reviewed similar considerations for each of the other named executive officers,
keeping in mind the targeted compensation levels in our compensation philosophy and the objectives of
our compensation program.

With regard to Mr. Cahuzac, the Committee considered that his then-current base pay was
approximately 106% of the market median. The Committee considered various performance factors in the
operations area, giving particular weight to his leadership of the human resources, information process
solutions, legal and financial organizations. Based on these considerations, the Committee increased
Mr. Cahuzac’s annual salary from $515,000 to $550,000 (6.8%) effective July 16, 2007. We estimate that
Mr. Cahuzac’s resulting annual salary was about 113% of the then-current market median for the second-
highest paid position.

In assessing Mr. Newman’s 2007 competitive pay position and performance, the Committee noted his
leadership in driving the then-best safety results in the history of the Company, his leadership in
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technological advancements in drilling equipment and rig design and his leadership in the success of
integrated services in India. The Committee also considered that Mr. Newman’s then current annual salary
was about 100% of the market median. Based on its assessment, the Committee increased Mr. Newman’s
annual salary from $415,000 to $465,000 (12%) effective July 16, 2007. We estimate that Mr. Newman’s
resulting annual salary was about 112% of the then-current market median for the third-highest paid
position.

With regard to Mr. Cauthen, the Committee considered that his then-current base pay was
approximately 108% of the market median and also took into account his leadership in finance including,
among other achievements, cash management and utilization, tax planning, financial planning and
forecasting and various other process improvements. Mr. Cauthen’s success in driving process
improvement in the financial area and in the reduction of turnover in the tax area was particularly noted.
The Committee increased Mr. Cauthen’s annual salary from $385,000 to $410,000 (6.5%) effective July 16,
2007. We estimate that Mr. Cauthen’s resulting annual salary was about 115% of the then-current market
median for the fourth-highest paid position.

Mr. Brown’s 2007 competitive pay position and performance was also reviewed by the Committee. In
particular, the Committee noted his role as General Counsel and his successful defense of the Company’s
dual activity patent. Mr. Brown’s competitive pay position was estimated at 107% of the then-current
market median. The Committee increased his annual salary from $365,000 to $390,000 (6.8%) effective
July 16, 2007. We estimate that Mr. Brown’s resulting annual salary was about 115% of the then-current
market median for the fifth-highest paid position.

Performance-Based Incentive Compensation

Our performance-based incentive compensation is delivered through three programs: our
Performance Award and Cash Bonus Plan, our Reward and Recognition Program and our Long-Term
Incentive Plan. These programs are described below.

PERFORMANCE AWARD AND CASH BONUS PLAN

Our Performance Award and Cash Bonus Plan (“Bonus Plan”) is a goal-driven plan that gives
participants, including the named executive officers, the opportunity to earn annual cash bonuses based on
performance as measured against predetermined targets. Individual target award levels, expressed as
percentages of the participants’ base salaries, are established by the Executive Compensation Committee
at the beginning of the year. The targets range from 10% of base salary for the lowest level eligible
participant to 100% for the Chief Executive Officer. The target awards under the Bonus Plan, when
combined with base salaries, position the executives to earn total cash compensation approximating
competitive market median levels. In addition, other performance levels above and below the target
provide the opportunity for executives to earn total annual cash compensation above the competitive
market median when above-target performance warrants, up to a 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 (2003-2007), the Bonus Plan paid out in excess of the
target level one time and under the target level four times. The maximum payout level was not achieved
during this five-year period. The payout percentages over the past five years for the named executive
officers have ranged from approximately 0% to approximately 259% of the participants’ target award
opportunity with an average payout percentage over the past five years of 108% of the target award
opportunity.
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* Changes in 2007

At the end of 2006, when our Executive Compensation Committee set the goals for our 2007 Bonus
Plan, the Committee noted the greatly increased demand for labor in the rapidly expanding and highly
competitive offshore drilling industry. This made it more imperative than ever that each element of the
Company’s compensation be competitive, which meant that the Bonus Plan targets and other performance
levels had to be achievable and credible while still demanding the extra effort that would result in strong
Company performance and increased value to the Company’s shareholders. In this context, the Committee
modified the 2007 Bonus Plan to help attract and retain talent without losing sight of the Bonus Plan’s role
as an incentive to improve shareholder value. Being mindful of these concerns, the Committee agreed that
it would be best to replace adjusted earnings per share and cash flow return on capital relative to our peers
as the financial performance component with the Company’s Cash Flow Value Added or CFVA (as
explained below) relative to our annual budget. The Committee believed that measuring our performance
based on our CFVA relative to our annual budget would more accurately reflect the executives’ actual
performance and would be less influenced by unusual events outside the control of the Company.

e The 2007 Bonus Plan

Under the 2007 Bonus Plan, each named executive officer had a potential payout range of 0% to
285% of his individual target award level. The named executive officers’ individual target award levels for
2007, which were expressed as percentages of their base salaries and were established by the Executive
Compensation Committee in December 2006 to reflect their relative levels of responsibility within the
Company, were: Mr. Long, 90% (Mr. Long’s target was subsequently increased to 100% by the Committee
on July 16, 2007); Mr. Cahuzac, 75%; Mr. Newman, 65%; Mr. Cauthen, 60%; and Mr. Brown, 55%.

Payouts under the 2007 Bonus Plan were determined based on the results of five categories of
performance:

* Financial Performance (based on CFVA relative to our annual budget);
* Safety Performance;

* Cost Control and Project Management;

* Human Resources Development; and

e Cash Flow Return on Market Capitalization.

Financial Performance. Payout of 50% of each participant’s target award under the 2007 Bonus Plan
was based upon the Company’s achievement during 2007 in the financial performance measurement
category. The Executive Compensation Committee believed this measure would be the most important
financial driver of shareholder value in 2007.

Payout of the financial goal is based on a sliding scale that measures our CFVA performance for 2007
relative to our 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 Debt Retirement or Asset Sales, Dispositions or
Impairments,

Plus (Minus):  Other Unusual Items, net of tax,
Plus (Minus): Unusual Tax Items,

Plus: Expenditures related to Approved Long-Term Investments,
Minus: Charge for Average Capital (Weighted Average Cost of Capital multiplied by Average
Capital).

28



Where Average Capital is equal to Total Equity,

Plus: Total Long-Term Debt (Book Value),

Minus: Cash and Cash Equivalents,

Minus:  Goodwill,

Plus: Capitalized Lease Obligations under GAAP (Short and Long Term),

Minus: Net Book Value of Fixed Assets,

Plus: Fair Market Value of Fleet (excluding newbuilds),

Plus: Incremental Capital Expenditures during the Year,

Minus:  Capital Expenditures related to Newbuilds and other Approved Long-Term Investments.

The Committee set a CFVA target of $623 million which would result in participants receiving a full
payout of the target bonus amount for achieving this performance measure. In the event the CFVA was
less than $525 million, there would be no payout for this performance measure. If the CFVA was equal to
or exceeded $821 million, the payout would be the maximum of 200% of the target bonus amount for this
performance measure. If the CFVA fell between these amounts, the payout percentage would be
interpolated on a modified straight line basis that includes no significant acceleration or flattening between
data points.

For 2007, CFVA was $686 million, which resulted in a payout of 132% of the target bonus amount for
this performance measure.

Safety Performance. Our business involves numerous operating hazards and we remain committed to
protecting our employees, our property and our environment. Our ultimate goal is to create “an
incident-free workplace—all the time, everywhere.” The Committee sets our safety performance targets at
high levels each year in an effort to motivate our employees to continually improve our safety performance

toward this ultimate goal.

The Committee measures our safety performance through a combination of our total recordable
incident rate (TRIR), potential severity per incident (PSPI), and the number of rigs accomplishing the
outstanding achievement of one full year without a recordable incident. TRIR is an industry standard
measure of safety performance that is used to measure the frequency of a company’s recordable incidents.
TRIR is measured in number of recordable incidents per 200,000 man hours worked. PSPI, on the other
hand, is a proprietary safety measure that we use to monitor the potential severity of incidents. Each
incident is reviewed and assigned a number based on the impact that such incident could have had on our
employees and contractors.

The Committee set our TRIR target for 2007 at 0.87 and our PSPI target at 5.8, which would result in
a named executive officer receiving a payout of 20% of the target bonus amount for this performance
measure. For 2007, the Committee established (1) a combination of TRIR of 1.06 and PSPI of 6.41, at or
above which a named executive officer would receive no payout for this performance measure and (2) a
combination of TRIR of 0.69 and PSPI of 4.58, at or below which a named executive officer would receive
a maximum payout of 40% of the target bonus amount for this performance measure. If our combination
of TRIR and PSPI for 2007 fell between these minimum and maximum threshold amounts, the payout
percentage used for purposes of the formula would be interpolated on a modified straight line basis
between 0% and 40% that includes no significant acceleration or flattening between data points.

In order to reinforce our commitment to our ultimate goal of creating an incident-free workplace, the
payout percentage for the safety performance measure for 2007 as determined above is multiplied by the
ratio of (1) the number of rigs without a recordable incident in 2007 over (2) the number of rigs without a
recordable incident in 2006. In 2007, 23 of our rigs were incident-free for the year as compared to 22
incident-free rigs in 2006, resulting in a ratio of 1.045.
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Based on these safety performance measures, we experienced the safest year in the history of the
Company in 2007 with a TRIR of 0.92 and a PSPI of 5.74. This combination of TRIR and PSPI resulted in
an initial payout percentage of 90.98% for this performance measure. This initial payout percentage was
then multiplied by 1.045 pursuant to the ratio calculation set forth above, which resulted in each named
executive officer receiving a payout of 95.1% of the target bonus amount for this performance measure for
2007.

Cost Control and Project Management. The Committee recognized that cost control and project
management are key factors in tying executive performance to shareholder value and set this measure at
20% of each participant’s target award. This performance measure is based on actual performance against
budget for the following:

* Operating costs (less shipyard costs), plus general and administrative expenses, plus
* Lost revenue due to inefficiency (less shipyard idle time), plus
* Shipyard costs and days out of service.

The actual result of the above components compared to budget would result in a payout of this
performance measure as follows:

PERFORMANCE PAYOUT
5% Below Budget . ........ ... ... . i i il 200%
Budget ....... ... 125%
Budget + 5% ... .. 50%
Budget + 10% . ... .. 0%

Results were interpolated on a straight line basis for performance levels between the outcomes
provided above.

For 2007, our Cost Control and Project Management was 108.93% of budget, which resulted in a
payout of 10.7% of the target bonus amount for this performance measure.

Human Resources Development. The Committee included human resources development as a
performance component of our Bonus Plan for 2007 in order to provide an incentive to our executive
officers to continue to focus on building the capabilities and performance of our people. However, unlike
the other performance components of our Bonus Plan for 2007, the Committee does not have specific
performance metrics to measure our performance for this component, so the Committee limited the
potential payout percentage to 10% of each participant’s target award. Based on its evaluation of the
executive officers’ performance with respect to human resources development during 2007, the Committee
exercised its discretion to apply a payout of 100% of target bonus amount for this performance measure
for 2007.

Cash Flow Return on Market Capitalization. Cash Flow Return on Market Capitalization (CFROMC)
is a performance factor that is used to adjust both up or down the overall Bonus Plan compensation
actually paid out to our named executive officers by up to 50%. This performance factor is intended (1) to
increase the ultimate payout by up to 50% when we achieve superior returns for our shareholders relative
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to estimates of our weighted average cost of capital and (2) to reduce the ultimate payout by up to 50%
when we fall short of the same return objectives. CFROMC is calculated as follows:

(Net Income + Depreciation + Interest Expense +/— Unusual Items, net of tax)

CFROMC = o

(Market Capitalization + Total Debt—Cash)
Market 3 (average closing share price for last 30 days of previous year) x
Capitalization number of shares outstanding at the end of previous year

Total Debt and Cash are measured as of December 31st of the previous year.

For 2007, the Committee set our CFROMC target at 10.0%, at which no adjustment would be made
to the amount of Bonus Plan compensation that our executive officers could earn pursuant to the formula.
The Committee also determined that if our CFROMC for 2007 was equal to or less than 8.0%, the amount
of compensation under the Bonus Plan that our executive officers could earn pursuant to the formula
would be reduced by 50%. The Committee determined that if our CFROMC for 2007 was equal to or
greater than 12.0%, the amount of compensation under the Bonus Plan that our executive officers could
earn pursuant to the formula would be increased by 50%. If our CFROMC for 2007 fell between 8.0% and
12.0%, the CFROMC performance factor described above would be interpolated on a straight line basis.

Our CFROMC for 2007 was 11.55%, which resulted in a CFROMC factor of approximately 138.75%,
thereby increasing by approximately 38.75% the amount of compensation payable under the Bonus Plan
that our executive officers would have otherwise earned in 2007.

* Actual Bonus Plan Compensation for 2007

Pursuant to the terms of the Bonus Plan, the Merger triggered the change of control provisions of the
Plan resulting in the maximum payout of 285% of target for the first ten months of 2007. The remaining
two months were based on the formula and the payout we earned in light of our performance relative to
each of the performance targets described above, resulting in 135% of target. On average, each of our
named executive officers received approximately 258% of his targeted Bonus Plan compensation
opportunity in 2007. The following payments under the Bonus Plan for the 2007 performance period were
made in February 2008 to the named executive officers:

ME LONE .« vttt $2,158,002
Mr. Cauthen . .. ... . $ 616,444
Mr. Cahuzac . . ... .. $1,031,977
M NEWIMAN .« . oo v e e e e e e e e e e e e e $ 735,678
Mr. BrOwWn . ..ot $ 537,611

* Changes for 2008

In February 2008, the Executive Compensation Committee determined the performance measures
comprising the Bonus Plan for 2008. The Committee, recognizing that one of the keys to driving long-term
shareholder value is efficient, strategic and well-paced integration, approved the addition of merger
integration to the corporate performance components. The percentage of each component of the target
bonus award is as follows: financial (30%), cost control and project management (20%), safety (20%),
merger integration (20%), and human resource development (10%). In order to provide a more clear and
direct link between performance and compensation, the Committee eliminated CFROMC from the Plan
for 2008. In conjunction with eliminating CFROMC, the Committee also reduced the maximum award
potential from 285% of target to 200%.
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Payout of the financial goal will continue to be based on a sliding scale that measures our CFVA
performance for 2008 relative to our annual budget, but the CFVA definition has been modified to exclude
overhead allocations.

The Committee also established the target bonus opportunities for 2008 for each of our named
executive officers as follows:

Mr. Long . ..o 100%
Mr. Cauthen . . ... .. e 60%
Mr. Cahuzac . . .. ..o e 75%
MI NEWIMAN .« . oot e e e e e e e e e 65%
M. Brown . ... 55%

LONG-TERM INCENTIVE PLAN

The Transocean Inc. Long-Term Incentive Plan was amended and restated effective as of February 12,
2004, and subsequently amended on July 21, 2007. Under the LTIP, the Executive Compensation
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
the Company 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 LTIP, the Executive Compensation Committee may grant participants restricted shares,
deferred units, options, share appreciation rights, supplemental payments (which may be awarded with
respect to options, stock appreciation rights, restricted shares and deferred units), cash awards,
performance awards, or any combination of the foregoing. In granting these awards, the Committee may
establish any conditions or restrictions it deems appropriate.

The LTIP awards for our executive officers are granted annually at the Committee’s July meeting at
which the Committee also reviews and determines each executive officer’s base salary and non-equity
incentive plan compensation opportunity. The grant date for such awards is automatically set on the date
of the July meeting. Our executive officers have no role in setting the grant date for any awards under our
LTIP. The only exceptions to this timing and contingent performance award policy are one-time sign-on
awards or awards for a significant promotion, which are made at the time of such events.

* Changes in 2007

Our Executive Compensation Committee continually reviews our long-term incentive program to
ensure its future competitiveness and appropriateness. As a result of this ongoing review, in 2007 the
Committee made the following changes to our long-term incentive program.

* In recent years, each of our executive officers was granted an equal combination, in terms of grant
date value, of contingent options and contingent restricted shares or contingent deferred units, as
applicable, with a total combined grant date value approximating the 75th percentile of the total
equity compensation awarded by the companies in our peer group. This total combined value
represented the maximum award that any executive officer could retain. The long-term equity
awards were generally structured to be contingent on our performance relative to the performance
of companies in our peer group. The contingent nature of the awards resulted in the expected value
of the actual award that each of our executive officers ultimately retained being approximately
equal to the median equity award granted to executive officers holding comparable positions at
companies within our peer group.

* In July 2007, the Executive Compensation Committee did not grant contingent equity awards due to
the difficulty of valuing our performance relative to our peer group in light of the pending Merger.
Each of our executive officers was granted restricted shares or deferred units, the grant date value
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of which approximated the 50th percentile of the total equity compensation awarded by the
companies in our then current peer group. In determining the number of restricted shares or
deferred units to award, the Committee considered the individual’s performance, the award
received in the prior year, internal equity, the importance of the position and, except in the case of
our Chief Executive Officer, the recommendation by our Chief Executive Officer. The Committee
also considered the retention value of time-vested restricted shares and deferred units. The
restricted shares and deferred units were granted on July 21, 2007. The restricted shares were
registered in the name of the grantee as of the date of the grant but are held by the Company on the
grantee’s behalf until the shares vest. Shares corresponding to deferred units are issued upon the
vesting event. Vesting occurs in one-third increments over a three-year period. Any cash dividends
payable with respect to the restricted shares will be paid directly to the grantee at the same time
such amounts are paid with respect to the ordinary shares of the Company. The grantee has the
right to vote the restricted shares, but not the deferred units. In the event the grantee’s employment
is terminated by death, disability or for convenience of the Company, all of the restricted shares and
deferred units vest upon the date of termination. In the event the grantee’s employment with the
Company is terminated for any other reason, any restricted shares or deferred units that have not
vested prior to the date of termination are forfeited. Upon a change of control (as that term is
defined in the LTIP), the unvested restricted shares and deferred units vest immediately. The
Merger was specifically excluded from the change of control acceleration definition for purposes of
the July 2007 restricted share and deferred unit awards. The cash payment with respect to the
restricted shares and deferred units in connection with the Reclassification ($33.03 per ordinary
share) was paid to the grantees consistent with the treatment of the shareholders.

* Changes in 2008

* In February 2008, the Executive Compensation Committee approved special retention awards to
eligible employees. The Committee structured the awards as equity in lieu of cash in order to
promote alignment of employee interests with the interests of the Company’s shareholders. Each of
the named executive officers received an award with the exception of Mr. Long. The number of
restricted shares granted to each such named executive officer was calculated at 150% of his base
salary divided by the average of the closing price of the Company’s ordinary shares for the 30
trading days prior to January 31, 2008, or $135.74. The shares vest in one-third increments over a
three-year period on the anniversary of the date of grant.

The number of restricted shares granted to each named executive officer was as follows:

Mr. Long . ..o 0
Mr. Cauthen . . ... ... . e 4,531
Mr. Cahuzac . . . ... .. 6,078
Mr. NEWMAan . .. ...ttt e e e e e e e 5,139
Mr. Brown . . ... .. e 4,310

* Consistent with prior practice, the Committee will consider grants of performance based awards
under the LTIP at its regularly scheduled meeting in July 2008.
Savings Plan

Our U.S. Savings Plan is a tax-qualified retirement savings plan to which all U.S. employees, including
the named executive officers, are eligible to contribute up to 20% of their annual base salary up to the
prescribed Internal Revenue Code annual limit ($15,500 in 2007) on a pre-tax basis. Subject to the
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limitations set forth in Sections 401(a)(17), 401(m) and 415 of the Internal Revenue Code, the Company
matches eligible pay that is contributed to the plan by the participating employee as follows:

Employee Contribution Company Match
1% . o 1.0%
290 . o e 2.0%
3% . oo 3.0%
A0 .« o 3.5%
ST o oo 4.0%
0% - 20T . . oot 4.5%

All employee and company contributions made to the U.S. Savings Plan are fully vested at the time
the contributions are made. However, withdrawals from the U.S. Savings Plan made by an employee who is
less than 59': years of age may be subject to a 10% penalty tax.

Matching contributions during 2007 to the named executive officers’ U.S. Savings Plan accounts are
detailed in the footnotes to the Summary Compensation Table on page 40.

Supplemental Savings Plan

In addition to our U.S. Savings Plan, which is available to all of our U.S. dollar payroll executives and
certain of our non-U.S. employees, our named executive officers and certain other highly compensated
employees are eligible to participate in the nonqualified, unfunded Transocean U.S. Supplemental Savings
Plan (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 U.S. Savings Plan. Contributions
made by the Company to each of our named executive officers in 2007 pursuant to the Supplemental
Savings Plan are detailed in the footnotes to the Summary Compensation Table on page 40.

Other 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 a variety of health and welfare and paid time-off benefits, and also in the savings and
retirement plans described below, all of which are designed to enable the Company to attract and retain its
workforce in a competitive marketplace. The named executive officers’ medical and dental benefits for
themselves and their dependents are provided through the Company’s self-funded Health Care Plan for
employees on the same basis as other employees.

We also provide each of our officers, including both executive and non-executive officers, a life
insurance benefit equal to four times covered annual earnings, capped at a maximum of $1,000,000. Our
officers may purchase at their own expense an additional amount of life insurance equal to one to three
times their covered annual earnings, capped at a maximum of $500,000. The combined total of life
insurance that we offer our officers is limited to $1,500,000. The basic life insurance benefit that we offer
our other employees is equal to two times covered annual earnings, capped at a maximum of $250,000. Our
other employees may purchase at their own expense an additional amount of life insurance equal to one to
five times their covered annual earnings, capped at $750,000. The combined total of life insurance that we
offer our other employees is limited to $750,000. Consistent with our focus on preventive medical care, our
executive officers are also provided with an annual physical at Company expense.

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 a non-occupational personal illness or injury. Pay
continuation is based on a monthly base salary, exclusive of non-equity incentive plan compensation or
other extraordinary pay.
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Non-U.S. executive officers assigned to the U.S. (of which Mr. Cahuzac is the only named executive
officer) are eligible to receive the same benefits as other expatriate employees in the U.S. In 2007,
Mr. Cahuzac received a total of approximately $21,896 related to his education allowances, but he did not
receive a transportation allowance or an exchange rate coefficient. In addition, executive officers and
non-executive officers transferred into or out of the U.S. are eligible for the housing assistance program
consisting of home purchase and sales assistance or lease assistance. Mr. Brown was on assignment in the
Cayman Islands for a portion of 2007 and received $20,000 in relocation expenses and a housing allowance
of $90,367.

Employee Stock Purchase Plan

We allow each of our eligible U.S. employees to participate in the Transocean Employee Stock
Purchase Plan (ESPP). The purpose of our ESPP is to encourage and enable eligible employees to
purchase our shares at a discounted rate, thereby keeping the employees’ interests aligned with the
interests of our shareholders. Our named executive officers may participate in the ESPP on the same basis
as all other eligible employees.

Eligible employees may elect to contribute on an after-tax basis between 2% and 20% of their base
pay and associated overtime to purchase our shares. At the end of the plan year, eligible employees may
use their contributions made during the plan year to purchase our shares at a 15% discount to the lower of
the closing price for our shares on the first and last trading days of the plan year. However, in no event may
the eligible employee purchase shares in excess of the number of shares determined by dividing $25,000 by
the closing price for our shares on the first trading day of the year.

Perquisites

Each of our named executive officers may receive each year as a perquisite up to $5,000 in financial
planning and tax assistance. Each of our named executive officers may also receive a club membership
benefit. The amount of these perquisites that each of our named executive officers actually received in
2007 was taxable to the executive officer in 2007. Each of our named executive officers is eligible for a
Company paid annual physical exam. The perquisites that each of our named executive officers actually
received in 2007 are further described and quantified, as required, in the Summary Compensation Table
under “Executive Compensation.”

The Committee annually reviews the nature and amount of the perquisites provided to each of our
executive officers to ensure that such perquisites are reasonable and competitive with industry practice.
The Committee made no changes to the perquisites offered to our executive officers during 2007.

ELEMENTS OF POST-TERMINATION COMPENSATION AND BENEFITS
Retirement Plans

Our senior executives, including the named executive officers, participate in the following retirement
plans.

RETIREMENT PLAN FOR EMPLOYEES

The Transocean U.S. Retirement Plan is a tax-qualified pension plan funded through cash
contributions made by the Company based on actuarial valuations and regulatory requirements. The
purpose is to provide post-retirement income benefits to our U.S. employees in recognition of their
long-term service to the Company. Employees working for the Company in the U.S. are fully vested after
five continuous years of employment. Benefits available to the named executive officers are no greater
than those offered to non-executive participants. Employees earn the right to receive a benefit upon
retirement at the normal retirement age of 65 or upon early retirement (age 55). We have not granted and
do not expect to grant extra years of credited service under this plan to executive officers.
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INTERNATIONAL RETIREMENT PLAN

Mr. Cahuzac also participates in the Transocean International Retirement Plan as a result of prior
contributions made when he was not eligible to participate in the U.S. Retirement Plan or French national
and private scheme. The International Retirement Plan is a nonqualified, defined contribution plan for
non-U.S. citizen employees who accept international assignments and have completed at least one full
calendar month of service. The plan is funded through cash contributions by the Company as a percentage
of compensation along with voluntary contributions by employees, which are limited to 15% of the
employee’s base pay. Current Company contribution levels are as follows:

Service Company Match
LS YRATS .« o vt et e 4.5%
S -0 YeATS .t 5.0%
10 - T4 years . . v oot e e 5.5%
15 -19years . o v v vt 6.0%
204 YOATS « o v v et e e e 6.5%

Contributions are based on a participant’s eligible compensation (regular pay, non-equity cash
incentive pay and special performance cash awards). Participants are vested in the Company’s
contributions to the plan upon completion of two years eligible service. 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 a lump sum or an annuity based on
the full cash value of the participant’s retirement account. Mr. Cahuzac did not elect to receive a lump sum
distribution or annuity when he resigned from the Company.

SUPPLEMENTAL RETIREMENT PLAN

Our named executive officers and certain other highly compensated employees may benefit from our
Supplemental Retirement Plan, which is a nonqualified, unfunded, noncontributory retirement plan. The
purpose of our Supplemental Retirement Plan is to recognize an officer’s service to the Company and
provide supplemental post-retirement income to those individuals. Each of our officers receives the
standard retirement benefit available to all of our U.S. employees under our U.S. Retirement Plan.
However, in the event that any officer’s final average earnings, as defined by our Supplemental Retirement
Plan, including (1) base pay, (2) non-equity incentive plan compensation and (3) discretionary cash
bonuses, if any, exceeds $225,000 (which was the annual income limitation for 2007 imposed by the
Internal Revenue Code for standard retirement benefits), such officer is eligible for additional benefits
paid from our Supplemental Retirement Plan. The benefits under our Supplemental Retirement Plan are
not earned until the officer has five years of vested service with us. The formula used to calculate the
benefits paid to the officer under our Supplemental Retirement Plan is the same formula that is used to
calculate the benefit that each of our employees receives under our U.S. Retirement Plan. Additionally, as
age, earnings and service credit benefits on account of certain involuntary terminations prior to
November 27, 2009 would not be provided to Mr. Newman under the Retirement Plan on the same basis as
provided to other employees, this benefit is provided under our Supplemental Retirement Plan.

Severance and Change of Control Arrangements

We believe that the interests of our shareholders are served by a limited executive change of control
severance policy, as well as by the change of control provisions included in our Performance Award and
Cash Bonus Plan and LTIP, for those executive officers who would be integral to the success of, and are
most likely to be impacted by, a change of control. An executive who receives benefits under our executive
change of control policy is not eligible to receive the severance benefit payable pursuant to the Transocean
Special Severance Plan for Shore-Based Employees, 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
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terminate the executive officer or the executive officer resigns for good reason following the change of
control. Currently, we have three designated executive officers (Messrs. Long, Cauthen and Brown) who
are covered under our executive change of control severance policy. This policy provides that these
executive officers who, within 24 months after a 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 year’s target bonus, as determined by the Committee;

* a lump-sum cash severance payment equal to 2.99 times the sum of base salary and targeted
non-equity incentive plan compensation for such executive;

 all outstanding LTIP awards will be treated under the convenience-of-company termination
provisions as provided for in the award documents and vesting of the awards would be accelerated;

* outplacement services not to exceed 5% of the base salary of the executive;

* a gross-up payment in the event the executive officer is subject to excise tax; provided however, if a
10% reduction in such executive officer’s compensation would result in no excise tax, then such
compensation would be reduced accordingly and no gross-up payment would be made to the
executive officer; and

 for purposes of calculating the executive’s benefit under the supplemental retirement plan, the
executive will be assumed to have three additional years of age and service credits for vesting and
accrual and the executive’s employment will be deemed to have continued for three years following
termination at the then-current annual base salary and target bonus.

In connection with the Merger, the Company adopted the Transocean Special Severance Plan for
Shore-Based Employees to make severance benefits available to eligible affected employees to financially
assist with their transition following involuntary termination for other than cause (as defined in the
Severance Plan) during the severance protection period (November 27, 2007 through November 27, 2009).
Mr. Newman is eligible for the Severance Plan and would receive the following in the event of an
involuntary termination under the terms of the Severance Plan:

* pro rata share of that year’s targeted non-equity incentive plan compensation, as determined by the
Committee;

* cash severance benefit equal to two years base salary;
* an additional $2,000 lump sum;

* age, earnings and service credit under the Supplemental Retirement Plan for the two year severance
benefit period;

e all outstanding awards granted under our LTIP would be treated under the
convenience-of-company termination provisions as provided for in the award documents and
vesting of the awards would be accelerated;

» 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 is eligible for
other employer coverage; and

* up to $10,400 in outplacement services.

The Committee reviewed severance packages and executive change of control severance packages
offered to the executive officers of each of the companies in our 2007 peer group and determined that the
limited executive change of control severance package described above and the benefits available under
the Severance Plan are competitive with those packages. In order for a named executive officer to receive
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the benefits described above, the executive must first sign a release of all claims against us and enter into a
confidentiality agreement covering our trade secrets and proprietary information. We believe that in the
event of a change of control, it is in the best interests of our shareholders to keep our executive officers
focused on ensuring a smooth transition and a successful outcome for the combined company. We believe
that by requiring both triggering events to occur (a change of control and termination) prior to our
incurring these obligations, those executive officers who remain with us through a change of control will be
appropriately focused while those who depart as a result of a change of control will be appropriately
compensated.

For further information regarding our severance and change of control arrangements see “Potential
Payments Upon Termination or Change of Control,” which begins on page 48.

LIMITATIONS ON DEDUCTIBILITY OF NON-PERFORMANCE BASED COMPENSATION

To the extent attributable to our U.S. subsidiaries and otherwise deductible, Section 162(m) of the
U.S. Internal Revenue Code limits the tax deduction that U.S. subsidiaries can take with respect to the
compensation of designated executive officers, unless the compensation is “performance-based.”

Under our LTIP, the Committee has the discretion to award performance-based cash compensation
that qualifies under Section 162(m) of the U.S. Internal Revenue Code 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 162(m) as performance-based compensation.

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 a
stake helps align our executive officers’ interests with the interests of our shareholders. Our equity
ownership policy for 2007 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 our shares (as
determined below) equal to the lesser of (1) the value of all restricted shares or deferred units, as
applicable, granted under the LTIP beginning with the grants made in 2003 or (2) the following:

 the Chief Executive Officer—five times annual base salary;
* the President, an Executive or Senior Vice President—three times annual base salary;
* a Vice President—one 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. In February 2007, the Committee reviewed these thresholds and
approved a reduction in the applicable threshold for our Vice Presidents from two times annual base salary
to one time annual base salary.

In order to discourage our executive officers from hedging their long positions in our shares, we have
a policy that prohibits any of our executive officers from holding derivative instruments on our shares.

In February 2007, the Committee reviewed published survey data and discussed competitive practice
with the Compensation Consultant. In light of the competitive data and discussions with the Compensation
Consultant, we expanded the forms of equity ownership that can be used to satisfy the ownership
requirement to include (1) any vested or unvested shares accumulated through LTIP awards, the employee
stock purchase plan, or other means and (2) the in-the-money portion of any vested, unexercised options
for purposes of satisfying the ownership requirement.
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For purposes of calculating the value of an executive officer’s interest in our shares, the shares held by
that executive are valued at the greater of (a) the closing price of the shares on the date of grant of the
underlying security or (b) the average share price on the first trading day of the applicable calendar year.
Should the share price later decline after a permitted sale whereby an executive officer’s share ownership
value falls below the required ownership value threshold set forth above, the executive officer is then
precluded from further sales of shares granted under the LTIP until such time as the executive officer
again meets these ownership requirements. Compliance 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 Committee has never found a violation of this policy, so the Committee has not
exercised its discretion in this regard.

CONCLUSION

We believe our overall compensation mix and levels are appropriate and provide a direct link to
enhancing shareholder value, achieving our mission 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 the Company. We will continue to monitor
current trends and issues in our competitive landscape and will modify our programs where appropriate.

EXECUTIVE COMPENSATION COMMITTEE 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 Company’s Board of Directors that the
above Compensation Discussion and Analysis be included in this proxy statement.

Members of the Executive Compensation Committee:

John L. Whitmire, Chairman
Edward R. Muller

Robert M. Sprague

Ian C. Strachan
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table provides information about the compensation of the Company’s Chief Executive

Officer, Chief Financial Officer and the three other most highly compensated officers as of December 31, 2007,
collectively referred to herein as the named executive officers, for each of the last two years. The Company is not
a party to any employment agreements with any of our named executive officers.

Change in
Pension
Value and
Nongqualified
Non-Equity Deferred
Stock Option | Incentive Plan | Compensation | All Other
Name and Salary Bonus | Awards(1) |Awards(2) |Compensation(3)| Earnings(4) |Compensation| Total
Principal Position | Year $) %) $ ) % %) $) %)
Robert L. Long 2007 933,412(5) 0 5,575,806 | 2,200,417 2,158,002 1,206,574(6) 53,282(7) (12,127,493
Chief Executive 2006 795,833 0 964,067 | 874,766 634,494 1,152,240(6) 47,935(7) | 4,469,335
Officer
Gregory L. Cauthen |2007 396,458 0 1,424,236 | 604,972 616,444 88,128(8) 30,934(9) | 3,161,172
Senior Vice 2006 371,458 0 321,317 | 253,009 188,798 71,328(8) 22,976(9) | 1,228,886
President and
Chief Financial
Officer
Jean P. Cahuzac(10) 2007 531,042 0 2,311,248 | 902,215 1,031,977 116,270(11) 61,888(12)| 4,954,640
Former Executive |2006 471,667 0 468,081 | 365,074 313,372 104,449(11) 57,578(12)| 1,780,221
Vice President,
Assets
Steven L. Newman |2007 437917 0 1,734,146 | 573,555 735,678 84,589(13) 25,899(14)| 3,591,784
Executive Vice 2006 308,750 0 158,939 96,130 148,242 73,791(13) 21,416(14) 807,268
President,
Performance
Eric B. Brown 2007 375,000(15) 0 1,304,241 | 522,740 537,611 155,813(17)|  148,779(18)| 3,044,184
Senior Vice 2006 337,917 75,000(16)| 279,247 | 208,299 164,640 146,205(17) 30,190(18) | 1,241,498
President

General Counsel
and Assistant
Corporate
Secretary

)

)

&)

Q)

®)

Represents the compensation cost recognized by the Company during such year under Statement of Accounting Standards No. 123R
(Share-Based Payment) (FAS 123(R)) for restricted shares and deferred units granted pursuant to our Long-Term Incentive Plan
(LTIP) in such year and prior years, except that unlike under FAS 123(R), the amount shown assumes that there will be no service-
based forfeitures of awards. The 2007 amount includes the compensation cost associated with the acceleration of vesting of restricted
shares and deferred units granted prior to July 21, 2007 as a result of the Merger, and the compensation expense with respect to the
Reclassification for the July 21, 2007 restricted share grant.

Represents the compensation cost recognized by the Company during such year under FAS 123(R) for options to purchase ordinary
shares granted pursuant to our LTIP in such year and prior years, except that unlike under FAS 123(R), the amount shown assumes
that there will be no service-based forfeitures of awards. The 2007 amount includes the compensation cost associated with the
acceleration of vesting of all outstanding options as a result of the Merger.

Non-Equity Incentive Plan Compensation includes annual cash bonus incentives paid to the named executive officers based on service
during the year included in the table and awarded in the following year pursuant to our Performance Award and Cash Bonus Program.
The Performance Award and Cash Bonus Program, including the performance targets used for 2007, is described under
“Compensation Discussion and Analysis—Performance Award and Cash Bonus Plan.”

There are no nonqualified deferred compensation earnings included in this column because no named executive officer received
above-market or preferential earnings on such compensation during 2007 or 2006.

Includes payment for accrued but unused vacation to Mr. Long in the amount of $49,037.
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(15)

(16)

17

(18)

The 2007 amount includes change in qualified pension benefits of $95,488 and non-qualified pension benefits of $1,111,086. The 2006
amount includes change in qualified pension benefits of $49,970 and non-qualified pension benefits of $1,102,270.

The 2007 amount includes Company contributions to Mr. Long’s Transocean U.S. Savings Plan of $10,125, Company contributions to
his Transocean U.S. Supplemental Savings Plan of $29,672, the life insurance premiums paid by the Company on his behalf, the cost of
his financial planning benefit, the tax gross up for his perquisites of $441, the total fees paid for his club membership, and the cost of
his annual executive physical. The 2006 amount includes Company contributions to Mr. Long’s Transocean U.S. Savings Plan,
Company contributions to his Transocean U.S. Supplemental Savings Plan of $25,913, the life insurance premiums paid by the
Company on his behalf, the cost of his financial planning benefit, the tax gross up for his perquisites of $358, the total fees paid for his
club membership, and the cost of his annual executive physical.

The 2007 amount includes change in qualified pension benefits of $22,756 and non-qualified pension benefits of $65,372. The 2006
amount includes change in qualified pension benefits of $20,055, and non-qualified pension benefits of $51,273.

The 2007 amount includes Company contributions to Mr. Cauthen’s Transocean U.S. Savings Plan of $9,964, Company contributions
to his Transocean U.S. Supplemental Savings Plan, the life insurance premiums paid by the Company on his behalf, the tax gross up for
his perquisites of $223, the total fees paid for his club membership, and the cost of his annual executive physical. The 2006 amount
includes Company contributions to Mr. Cauthen’s Transocean U.S. Savings Plan, Company contributions to his Transocean U.S.
Supplemental Savings Plan, the life insurance premiums paid by the Company on his behalf, the tax gross up for his perquisites of $92,
the total fees paid for his club membership, and the cost of his annual executive physical.

Mr. Cahuzac resigned from his position as an executive officer of the Company on March 21, 2008 and resigned as an employee of the
Company on March 25, 2008.

The 2007 amount includes change in qualified pension benefits of $24,443 and non-qualified pension benefits of $91,827. The 2006
amount includes change in qualified pension benefits of $20,932 and non-qualified pension benefits of $83,517.

The 2007 amount includes Company contributions to Mr. Cahuzac’s Transocean U.S. Savings Plan of $10,125, Company contributions
to his Transocean U.S. Supplemental Savings Plan of $13,772, the life insurance premiums paid by the Company on his behalf, the tax
gross up for his perquisites of $205, the schooling allowance for his children, and the total fees paid for his club membership. As a
non-U.S. resident executive officer converted to permanent resident U.S. status, his dependent children received an education
allowance in 2007. In 2007, Mr. Cahuzac received a total of $21,896 for education allowance. The 2006 amount includes contributions
to Mr. Cahuzac’s Transocean U.S. Savings Plan, Company contributions to his Transocean U.S. Supplemental Savings Plan, the life
insurance premiums paid by the Company on his behalf and the tax gross up for his perquisites of $6,376. In 2006, Mr. Cahuzac
received a total of approximately $21,000 related to his vacation and education allowances. Mr. Cahuzac did not receive a
transportation allowance or exchange rate coefficient in 2007 or 2006.

The 2007 amount includes change in qualified pension benefits of $16,243 and non-qualified pension benefits of $68,346. The 2006
amount includes change in qualified pension benefits of $17,223 and non-qualified pension benefits of $56,568.

The 2007 amount includes Company contributions to Mr. Newman’s Transocean U.S. Savings Plan of $10,125, Company contributions
to his Transocean U.S. Supplemental Savings Plan, the life insurance premiums paid by the Company on his behalf, the cost of his
financial planning benefit, the tax gross up for his perquisites of $71, and the total fees paid for his club membership. The 2006 amount
includes Company contributions to Mr. Newman’s Transocean U.S. Savings Plan, Company contributions to his Transocean U.S.
Supplemental Savings Plan, the life insurance premiums paid by the Company on his behalf, the cost of his financial planning benefit,
the tax gross up for his perquisites of $84, the total fees paid for his club membership, and the cost of his annual executive physical.

Includes payment for accrued but unused vacation to Mr. Brown in the amount of $19,653. In addition, Mr. Brown was on assignment
in the Cayman Islands in 2007; accordingly, a standard deduction of $21,837 was deducted from his pay.

Represents a discretionary cash bonus of $75,000 paid to Mr. Brown in October 2006 pursuant to our Recognition and Reward
Program in recognition of his exceptional performance in connection with significant litigation against one of our competitors. None of
the other named executive officers received a discretionary cash bonus for performance in 2006. None of the named executive officers
received a discretionary bonus in 2007.

The 2007 amount includes change in qualified pension benefits of $44,578 and non-qualified pension benefits of $111,235. The 2006
amount includes change in qualified pension benefits of $55,455 and non-qualified pension benefits of $90,750.

The 2007 amount includes Company contributions to Mr. Brown’s Transocean U.S. Savings Plan of $9,964, Company contributions to
his Transocean U.S. Supplemental Savings Plan, the life insurance premiums paid by the Company on his behalf, the cost of his
financial planning benefit, the tax gross up for his perquisites of $1,228, the total fees paid for his club membership, and the cost of his
annual executive physical. Mr. Brown was on assignment to the Cayman Islands for part of 2007 and the Company provided relocation
expenses of $20,000, housing allowance of $90,367, exchange rate coefficient of $5,428 and geographic coefficient of $5,577, which
amounts are also included in the 2007 amount. The 2006 amount includes Company contributions to Mr. Brown’s Transocean U.S.
Savings Plan, Company contributions to his Transocean U.S. Supplemental Savings Plan, the life insurance premiums paid by the
Company on his behalf, the cost of his financial planning benefit, the tax gross up for his perquisites of $252, the total fees paid for his
club membership, and the cost of his annual executive physical.
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Grants of Plan-Based Awards

The following table sets forth certain information concerning grants of plan-based awards for the year

ended December 31, 2007 for the named executive officers. This table is presented historically and does
not give effect to the Reclassification.

All Other
Stock Grant
Awards: Date Fair
. Number Value of
NonEquity Tncentive Pian Awards(t) | O Shares | Stock and
quity of Stock Option
Threshold Target Maximum or Units(2) Awards(3)
Name Grant Date $) %) %) (#) $)
Robert L. Long 0 838,333 2,389,250
7/21/2007 56,598 6,224,082
Gregory L. Cauthen 0 237,875 677,943
7/21/2007 12,908 1,419,493
Jean P. Cahuzac 0 398,282 1,135,102
7/21/2007(4) 23,831 2,620,695
Steven L. Newman 0 284,646 811,241
7/21/2007 21,597 2,375,022
Eric B. Brown 0 207,451 591,236
7/21/2007 12,908 1,419,493

(1) This column shows the amount of cash payable to the named executive officers under our Performance Award and Cash Bonus
Plan. For more information regarding our Performance Award and Cash Bonus Plan, including the performance targets used
for 2007, see “Compensation Discussion and Analysis—Performance Award and Cash Bonus Plan.”

(2) This column shows the number of time-vested restricted shares granted to the named executive officers under the LTIP. The
restricted shares vest in one-third increments over a three-year period. The terms of the restricted shares are more particularly
described in “Compensation Discussion and Analysis—Long-Term Incentive Plan—Changes in 2007.” On November 27, 2007,
as a result of the Reclassification, each of the named executive officers received a cash payment with respect to each restricted
share granted in July 2007 corresponding to the cash payment on our ordinary shares in connection with the Reclassification
($33.03 in cash per ordinary share plus cash for fractional shares).

(3) The fair value in this column was calculated in accordance with FAS 123(R).

(4) The restricted share award granted to Mr. Cahuzac on July 21, 2007 was forfeited in accordance with its terms upon his

resignation as an employee of the Company.
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Outstanding Equity Awards

The following table sets forth certain information with respect to outstanding equity awards at

December 31, 2007 for the named executive officers. This table is presented giving effect to the

Reclassification.
Market
Value
of Shares
Number of Number of or
Securities Shares or Units of
Underlying Units of Stock
Unexercised Option Stock That That
Options Exercise Option Option Have Not Have Not
Exercisable Price Grant Expiration Vested(3) Vested(4)
Name #)() ($/Share)(2) Date Date (#) %
Robert L. Long 103,491 83.70 07/13/06 07/12/16
39,595 5,668,024
Gregory L. Cauthen 5,322(5) 30.67 07/10/02 07/09/12
9,030 1,292,645
Jean P. Cahuzac 16,672(6) | 2,386,597(6)
Steven L. Newman 10,449 29.95 07/08/04 07/07/14
8,094 59.99 07/13/05 07/12/15
17,248 83.70 07/13/06 07/12/16
17,248 73.21 10/12/06 07/12/16
15,109 2,162,853

Eric B. Brown 9,030 1,292,645

(1) In connection with the Reclassification, each outstanding stock option was adjusted to be exercisable for a number of ordinary
shares equal to the number of ordinary shares for which such option was exercisable immediately prior to the Reclassification
multiplied by 0.9392 (rounded down to the nearest whole share). All outstanding options held by the named executive officers
vested in connection with the Merger and were exercisable at December 31, 2007.

(2) In connection with the Reclassification, each outstanding stock option was adjusted to be exercisable at a per share exercise
price equal to the exercise price of the option immediately prior to the Reclassification divided by 0.9392 (rounded up to the
nearest whole cent).

(3) Except for the July 2007 restricted share awards, all deferred units and restricted shares outstanding at the time of the
Reclassification vested and were exchanged for the same consideration for which each outstanding ordinary share was
exchanged in the Reclassification. As a result, the only unvested equity awards at December 31, 2007 were the time-vested
restricted shares granted on July 21, 2007. These restricted shares vest one-third annually on the anniversary of the date of grant
from 2008 through 2010. However, each grantee of a July 2007 restricted share award received a cash payment with respect to
each restricted share corresponding to the cash payment on our ordinary shares in connection with the Reclassification ($33.03
in cash per ordinary share, plus cash for fractional shares).

(4)  This column shows the total market value of the unvested restricted share awards as of December 31, 2007, based on the closing
price on the NYSE of our ordinary shares on December 31, 2007.

(5) The 5,322 options reported as exercisable for Mr. Cauthen are the subject of a qualifying domestic relations order.

(6) The 16,672 restricted shares were forfeited in accordance with their terms upon Mr Cahuzac’s resignation as an employee of the

Company.
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Option Exercises and Shares Vested

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 2007 for the named executive officers.
This table is presented giving effect to the Reclassification.

Option Awards Stock Awards(2)
Number of Shares Number of Shares
Acquired on Value Realized on Acquired on Value Realized on
Exercise Exercise Vesting Vesting
Name # Q) % (#) $
Robert L. Long 287,059 29,767,839 77,242 14,432,367
Gregory L. Cauthen 89,485 5,894,644 30,349 4,910,675
Jean P. Cahuzac 127,190 8,392,865 42,241 7,090,726
Steven L. Newman 18,750 1,273,703 16,669 3,424,927
Eric B. Brown 77,460 4,970,222 22,742 3,903,321

)

)

With respect to exercises prior to the Reclassification on November 27, 2007, the number of shares acquired on exercise has
been multiplied by 0.6996 to give effect to the Reclassification.

The number of shares acquired on vesting does not include the number of restricted shares granted in July 2007 that did not
vest but with respect to which a cash payment was received in connection with the Reclassification ($33.03 in cash per restricted
share plus cash for fractional shares). However, the value realized on vesting includes the amount of this cash payment.

Pension Benefits

benefits payable to the named executive officers pursuant to these plans.

We maintain the following pension plans for executive officers and other employees that provide for
post-retirement income based on age and years of service:

e Transocean U.S. Retirement Plan,

* Transocean U.S. Supplemental Retirement Plan, and

e Transocean International Retirement Plan.

The following table and narrative disclosure set forth certain information with respect to pension

Payments
Number | Present Value | During
of Years of Last
Credited | Accumulated Fiscal
Service Benefit Year
Name Plan Name (#) $) %)
Robert L. Long Transocean U.S. Retirement Plan 30 1,072,213 0
Transocean U.S. Supplemental Retirement Plan 30 5,890,915 0
Gregory L. Cauthen | Transocean U.S. Retirement Plan 7 114,028 0
Transocean U.S. Supplemental Retirement Plan 223,947 0
Jean P. Cahuzac Transocean U.S. Retirement Plan(1) 82,885 0
Transocean U.S. Supplemental Retirement Plan(1) 4 258,780 0
Transocean International Retirement Plan 29 251,714 0
Steven L. Newman Transocean U.S. Retirement Plan 14 141,197 0
Transocean U.S. Supplemental Retirement Plan 14 155,485 0
Eric B. Brown Transocean U.S. Retirement Plan 13 317,928 0
Transocean U.S. Supplemental Retirement Plan 13 533,462 0

M

Represents Mr. Cahuzac’s number years of service since he became eligible for the Transocean U.S. Retirement Plan and the
Transocean U.S. Supplemental Retirement Plan. Mr. Cahuzac had four years of credited service but 29 years of actual service

with the Company, including its affiliates.
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Transocean U.S. Retirement Plan

The Transocean U.S. Retirement Plan is a tax-qualified pension plan funded through cash
contributions made by the Company based on actuarial valuations and regulatory requirements. 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
five continuous years of employment. Benefits available to the named executive officers are no greater
than those offered to non-executive participants. Employees earn the right to receive a benefit upon
retirement at the normal retirement age of 65 or upon early retirement (age 55). The Company has not
granted and does not expect to grant extra years of credited service under the plan to any of the named
executive officers.

Credited service under the plan includes all periods of continuous employment after June 30, 1993,
except for such periods when an employee does not meet eligibility requirements under the Plan.
Employees are not entitled to earn more than 30 years of credited service. An employee who is not a
U.S. citizen but who resides in the U.S. is eligible to participate in the plan effective January 1, 2004.
Mr. Cahuzac became eligible to participate in the plan effective January 1, 2004, based upon his residency
in the U.S.

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, (1) the product of (A) each year of an employee’s credited service (with a
maximum of 30 years of credited service), times (B) 2.00%, times (C) the final average earnings, minus
(2) the product (also referred to as the “Offset”) of (A) each year of an employee’s credited service (with a
maximum of 30 years of credited service), times (B) 0.65%, times (C) 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
offset to allow for the fact that his benefit will start earlier than “normal” and will, therefore, be paid for a
longer period of time.

Messrs. Long and Brown have met the eligibility requirements for “early retirement” under the plan.
The early retirement benefit is calculated by reducing the normal retirement benefit to account for the fact
that benefits would be expected to be received over a longer life expectancy. 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, 2007. The present value of these benefits was
calculated based on assumptions used in the Company’s financial statements for 2007. The key
assumptions used were:

Interest rate: 6.13%

Mortality Table: 2008-PPA

Form of Payment: Joint & 50% Survivor Annuity

Compensation: Base Salary + Non-Equity Incentive Plan Compensation
Retirement Age: 65
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Transocean U.S. Supplemental Retirement Plan

Officers, including each of the named executive officers, are eligible to receive a benefit from the
Company’s nonqualified, unfunded, noncontributory Supplemental Retirement Plan if the level of their
compensation would otherwise cause them to exceed the Internal Revenue Code limitations imposed on
the Transocean U.S. Retirement Plan. The purpose of this plan is to recognize an executive’s service to the
Company and provide supplemental post-retirement income to those individuals. Benefits are payable
upon a participant’s 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. For the purpose of “early
retirement,” Messrs. Long and Brown are currently eligible to receive benefits. With the addition of age
and credit service under the executive change of control policy, Mr. Cahuzac is also currently eligible to
receive benefits. The formula used to calculate the plan benefit is the same as that which is used to
calculate the Transocean U.S. Retirement Plan; however, earnings are not limited to the pay cap under
Internal Revenue Code Section 401(a)(17) ($225,000 in 2007).

In addition, if Mr. Newman is involuntarily terminated within the two-year period ending
November 27, 2009, and is entitled to severance, the Supplemental Retirement Plan would provide age,
earnings and service credit benefits for him during the salary continuation period after termination in
which severance is paid.

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, 2007. The present value of these benefits was
calculated based on assumptions used in the Company’s financial statements for 2007. The key
assumptions are:

Interest Rate: 5.96%

Mortality Table: 2008-417(e)

Form of Payment: Lump Sum

Lump Sum Rate: Interest Rate minus 2.25%

Compensation: Base Salary + Non-Equity Incentive Plan Compensation
Retirement Age: 65

Transocean International Retirement Plan

The Company maintains the Transocean International Retirement Plan, a 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. Mr. Cahuzac was the only named executive officer in 2007 who has historically participated in
this plan, but he was not eligible to participate in the plan in 2007 because he resided in the U.S. The
Company has not granted extra years of vested service under the plan to Mr. Cahuzac. The plan is funded
through cash contributions by the Company as a percentage of compensation along with voluntary
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contributions by employees, which are limited to 15% of the employee’s base pay. Current Company
contribution levels are as follows:

Service Company Contribution
< 5 years 4.5%
5-9 years 5.0%
10-14 years 5.5%
15-19 years 6.0%
20+ years 6.5%

Contributions are based on a participant’s eligible compensation (regular pay, non-equity cash
incentive pay and special performance cash awards). Participants are vested in the Company’s
contributions to the plan upon completion of two years of eligible service. 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 a lump sum or an annuity
based on the full cash value of the participant’s retirement account. Mr. Cahuzac is over age 50 and he has
more than two years of vested service so he is eligible to elect either option upon his retirement. If a
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.

Nongqualified Deferred Compensation

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 Company’s general assets.

Executive Registrant Aggregate Aggregate Aggregate
Contributions | Contributions | Earnings in Last | Withdrawals/ Balance at
in Last FY in Last FY(1) FY(2) Distributions | Last FYE(3)
Name $) (6] (&) ® (&)
Robert L. Long 0 29,672 16,149 0 228,902
Gregory L. Cauthen 0 7,716 29,833 0 220,506
Jean P. Cahuzac 0 13,772 6,783 0 98,145
Steven L. Newman 0 9,581 758 0 17,500
Eric B. Brown 0 6,191 3,283 0 47,765

(1) Represents amounts credited by the Company under the Transocean U.S. Supplemental Savings Plan on the named executive
officer’s behalf in 2007.

(2) Represents earnings in 2007 on balances in the Transocean U.S. Supplemental Savings Plan by Messrs. Long, Cahuzac,
Newman, and Brown. Mr. Cauthen’s earnings include earnings on balances in both the Transocean U. S. Supplemental Savings
Plan and the Transocean Deferred Compensation Plan.

(3) Represents balance as of December 31, 2007 remaining in the Transocean U.S. Supplemental Savings Plan for Messrs. Long,
Cahuzac, Brown and Newman. Mr. Cauthen’s aggregate balance as of December 31, 2007 includes his remaining balances in
both the Transocean U.S. Supplemental Savings Plan and the Transocean Deferred Compensation Plan.

47




Transocean U.S. Supplemental Savings Plan

The named executive officers and certain other highly compensated employees are eligible to
participate in the nonqualified, unfunded Transocean 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 Transocean 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 (1) the amount of any
Company matching contributions which are not paid to the Transocean U.S. Savings Plan due to
limitations of the Internal Revenue Code, plus (2) earned interest. This interest is credited at the end of
each calendar quarter and is calculated as a 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 participant’s supplemental savings benefit equals
the balance recorded in his account. A participant receives a single lump sum payment of the balance at
the time of such participant’s termination, or six months after termination in the case of certain officers. A
participant may not receive a distribution or make any withdrawals prior to such participant’s termination.

Transocean Deferred Compensation Plan

Prior to December 31, 2004, eligible employees could elect to defer compensation under the
Company’s non-qualified deferred compensation plan. On December 31, 2004, the plan was closed to any
additional contributions. Amounts previously deferred under the plan were credited to each participant’s
account, and participants could select from a variety of investment indices for their accounts. Participants
may elect to receive a lump sum payment or an annuity upon termination. Participants may withdraw any
portion or the complete balance at any time prior to termination, but any such early withdrawals are
subject to a 10% penalty. Mr. Cauthen was the only named executive officer in 2007 who still maintained
funds in the Deferred Compensation Plan.

Potential Payments Upon Termination or Change of Control

The following tables and narrative disclosure set forth, as of December 31, 2007, certain information
with respect to compensation that would be payable to the named executive officers upon a variety of
termination or change of control scenarios.

Mr. Long Mr. Cahuzac | Mr. Cauthen | Mr. Newman | Mr. Brown
$ $ $) % ¥
I. Involuntary Not-for-Cause
Termination
Cash Severance Payment(1) 5,531,500 | 2,877,875 1,961,440 932,000 | 1,807,455
Deferred Compensation Plan(2) 0 0 173,992 0 0
Non-Equity Incentive Plan
Compensation(1) 2,158,002 | 1,031,977 616,444 735,678 537,611
Outplacement Services(1) 46,250 27,500 20,500 10,400 19,500
U.S. Supplemental Retirement
Plan(3) 9,227,162 758,297 519,967 309,047 | 1,063,859
Equity Incentive Plan Compensation
under our LTIP
Stock Options(4) 0 0 0 0 0
Restricted Shares 2007(5) 5,668,024 | 2,386,597 | 1,292,645 | 2,162,853 | 1,292,645
Supplemental Savings Plan(6) 228,902 98,145 46,514 17,500 47,765
Total Involuntary Not-for-Cause
Severance Potential Payments 22,859,840 | 7,180,391 | 4,631,502 | 4,167,478 | 4,768,835

(1) Shows benefits that would have been received by Messrs. Long, Cahuzac, Cauthen and Brown under the executive change in
control policy and the Performance Award and Cash Bonus Plan and by Mr. Newman under the Transocean Special Severance
Plan for Shore-Based Employees and the Performance Award and Cash Bonus Plan because the Merger constituted a “change
of control” for purposes of the policy and the plans.
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Mr. Cauthen is the only named executive officer who maintained a balance in the Deferred Compensation Plan at
December 31, 2007. Assuming, for purposes of this table, that Mr. Cauthen’s involuntary not-for-cause termination occurred on
December 31, 2007, he would receive this balance in a lump sum cash payment paid by the Company.

Messrs. Long and Brown are the only named executive officers who had satisfied the age (at least 55 years of age) and service
(at least 5 years of credited service) requirements under the Supplemental Retirement Plan as of December 31, 2007 and were
therefore eligible to receive actual payments under the plan as of December 31, 2007. Mr Cahuzac would be eligible to receive
actual payments under the Supplemental Retirement Plan as of December 31, 2007 because of the age and service credit
provided under the executive change in control policy. Messrs. Long, Brown and Cahuzac each could have received their
respective supplemental retirement benefits through a lump sum payment after a six month waiting period following
termination. The amount of supplemental retirement benefits included in the table for each of Messrs. Cauthen and Newman
represent the present value of those benefits which would not have been payable as of December 31, 2007 but would be payable
once the applicable named executive officer reaches 55 years of age (including any age credit under the executive change of

Restricted shares granted in 2007 are time-vested awards, which 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

(©)
control policy).
(4) All outstanding stock options vested in connection with the Merger.
©)
shares would vest.
()

Each named executive officer’s supplemental savings benefit is equal to the balance, which includes interest, recorded in his
account as of December 31, 2007. Each named executive officer is eligible to receive a single lump sum payment of the balance
after a six-month waiting period after his termination. A participant may not receive a distribution or make any withdrawals
prior to his termination.

Mr. Long Mr. Cahuzac(1) | Mr. Cauthen | Mr. Newman | Mr. Brown
$) ($) $) $) $)
II. Voluntary Termination
Deferred Compensation Plan 0 0 173,992 0 0
U.S. Supplemental Retirement Plan 5,890,915 258,780 223,947 155,485 533,462
Equity Incentive Plan Compensation
under our LTIP
Stock Options 0 0 0 0 0
Restricted Shares 2007 0 0 0 0 0
Supplemental Savings Plan 228,902 98,145 46,514 17,500 47,765
Total Voluntary Termination Potential
Payments 6,119,817 356,925 444 453 172,985 581,227

(1) Mr Cahuzac resigned as an employee of the Company effective March 25, 2008, at which time he was eligible to receive
$498,000 under the U.S. Supplemental Retirement Plan and $102,000 under the Supplemental Savings Plan.
Mr. Long Mr. Cahuzac | Mr. Cauthen | Mr. Newman | Mr. Brown
$ $ $ $ $
III. Retirement(1)
Deferred Compensation Plan 0 0 173,992 0 0
Non-Equity Incentive Plan
Compensation 2,158,002 | 1,031,977 616,444 735,678 537,611
U.S. Supplemental Retirement Plan(2) | 5,890,915 0 0 0 533,462
Equity Incentive Plan Compensation
under our LTIP
Stock Options 0 0 0 0 0
Restricted Shares 2007 0 0 0 0 0
Supplemental Savings Plan 228,902 98,145 46,514 17,500 47,765
Total Voluntary Termination Potential
Payments 8,277,819 | 1,130,122 836,950 753,178 1,118,838
(1) Messrs. Cahuzac, Cauthen and Newman have not reached at least 55 years of age as of December 31, 2007 and are therefore
not eligible for early retirement or normal retirement (age 65) under the U.S. Supplemental Retirement Plan.
(2) Mr. Long and Mr. Brown were over 55 years of age as of December 31, 2007 and are therefore eligible for early retirement

under our U.S. Supplemental Retirement Plan. They would have been eligible to receive the same potential supplemental
retirement and supplemental savings payments under this “III. Retirement” scenario as they would have received under the “II.
Voluntary Termination” scenario described above.
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Mr. I(,g)ng(l) Mr. Cahuzac(1) | Mr. Cauthen(1) | Mr. Newman(2) | Mr. Brown(1)

IV. Termination in Connection

with a Change of Control
Cash Severance Payment(1) 5,531,500 2,877,875 1,961,440 932,000 1,807,455
Deferred Compensation

Plan(3) 0 0 173,992 0 0
Non-Equity Incentive Plan

Compensation(1) 2,158,002 1,031,977 616,444 735,678 537,611
Outplacement Services(1) 46,250 27,500 20,500 10,400 19,500
U.S. Supplemental

Retirement Plan 9,227,162 758,297 519,967 309,047 1,063,859
Equity Incentive Plan

Compensation under our

LTIP(4)

Stock Options 0 0 0 0 0

Restricted Shares 2007 5,668,024 2,386,597 1,292,645 2,162,853 1,292,645
Supplemental Savings

Plan(3) 228,902 98,145 46,514 17,500 47,765
Excise Tax Gross-Up(1) 0 0 0 0 0
Total Change of Control

Termination Potential

Payments 22,859,840 7,180,391 4,631,502 4,167,478 4,768,835

(1) Messrs. Long, Cahuzac, Cauthen and Brown are each covered by our executive change of control policy (which includes, among
other things, a cash severance payment, non-equity incentive plan compensation, additional supplemental retirement plan
benefits, outplacement services and excise tax gross-ups) that is described under “Compensation Discussion and Analysis—
Severance and Change of Control Arrangements.” The potential payments made to these named executive officers set forth in
this table assume that the named executive officers are terminated (other than “for cause™) or leave us for “good reason” within
24 months after a “change of control” (as such terms are defined in our executive change of control policy) and termination
occurs on December 31, 2007. The Merger constituted a “change of control” for purposes of our executive change of control
policy.

(2) Mr. Newman is not covered by our executive change of control policy but is covered under the Transocean Special Severance
Plan for Shore-Based Employees. He would receive the same potential payments under this “I'V. Termination in Connection
with a Change of Control” scenario that he would have received under the “I. Involuntary Not-for-Cause Termination” scenario
described above.

(3) Each named executive officer would be eligible to receive the same potential deferred compensation and supplemental savings
payments as contemplated under the “I. Involuntary Not-for-Cause Termination” scenario described above.

(4) The unvested portion of the July 2007 restricted shares granted under our LTIP would vest in the same way as contemplated

under the “I. Involuntary Not-for-Cause Termination” scenario described above.
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Mr. Long Mr. Cahuzac | Mr. Cauthen | Mr. Newman | Mr. Brown
¥ $ $ $) $)
V. Death

Deferred Compensation Plan(1) 0 0 173,992 0 0
Non-Equity Incentive Plan

Compensation(2) 2,158,002 | 1,031,977 616,444 735,678 537,611
U.S. Supplemental Retirement

Plan(3) 3,723,018 155,653 134,702 93,523 377,001
Equity Incentive Plan Compensation

under our LTIP

Stock Options 0 0 0 0 0

Restricted Shares 2007 5,668,024 | 2,386,597 | 1,292,645 | 2,162,853 | 1,292,645
Supplemental Savings Plan(1) 228,902 98,145 46,514 17,500 47,765
Life Insurance Proceeds(4) 1,000,000 | 1,500,000 | 1,000,000 | 1,500,000 | 1,000,000
Total Death Potential Payments 12,777,946 | 5,172,372 | 3,264,297 | 4,509,554 | 3,255,022

(1) Each named executive officer would be eligible to receive the same potential deferred compensation and supplemental savings
payments as contemplated under the “I. Involuntary Not-for-Cause Termination” scenario described above.

(2) Each named executive officer’s beneficiary would receive the pro rata share of the deceased’s targeted non-equity incentive
plan compensation for 2007. If the named executive officer died on December 31, 2007, then this pro rata share would be equal
to 100% of such named executive officer’s targeted non-equity compensation for 2007.

(3) The unvested portion of the July 2007 restricted shares granted under our LTIP would vest in the same way as contemplated
under the “I. Involuntary Not-for-Cause Termination” scenario described above.

(4) We provide each of our named executive officers with a life insurance benefit equal to four times covered annual earnings,

capped at a maximum of $1,000,000. Mr. Newman and Mr. Cahuzac are the only named executive officers as of December 31,
2007 who had elected (at their own expense) to purchase an additional $500,000 of life insurance, which brings the total life

insurance proceeds payable upon each such officer’s death up to our allowed maximum of $1,500,000.

Mr. Long Mr. Cahuzac | Mr. Cauthen | Mr. Newman | Mr. Brown
%) $) (%) $) $)
VI. Disability

Deferred Compensation Plan(1) 0 0 173,992 0 0
Non-Equity Incentive Plan

Compensation(1) 2,158,002 | 1,031,977 616,444 735,678 537,611
U.S. Supplemental Retirement Plan 5,890,915 258,780 223,947 155,485 533,462
Equity Incentive Plan Compensation

under our LTIP(2)

Stock Options 0 0 0 0 0

Restricted Shares 2007 5,668,024 | 2,386,597 | 1,292,645 | 2,162,853 | 1,292,645
Supplemental Savings Plan(1) 228,902 98,145 46,514 17,500 47,765
Disability Benefits(3) 0 0 0 0 0
Total Disability Potential Payments 13,945,843 | 3,775,499 | 2,353,542 | 3,071,516 | 2,411,483

(1) Each of the potential deferred compensation, non-equity incentive plan compensation and supplemental savings payments
under this “VI. Disability” scenario would be the same as contemplated under the “V. Death” scenario described above, except
that the payments under this “VI. Disability” scenario would be paid directly to Mr. Cauthen instead of his beneficiary.

(2) The unvested portion of the 2007 restricted share awards granted under our LTIP would vest in the same way as contemplated
under the “I. Involuntary Not-for-Cause Termination” scenario described above.

(3) 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 Analysis—Other Benefits.”
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CERTAIN TRANSACTIONS

We own a 50 percent interest in an unconsolidated joint venture company, Overseas Drilling Limited
(ODL), which owns the drillship Joides Resolution. Siem Offshore Inc. owns the other 50 percent interest in
ODL. Our director, Kristian Siem, is the chairman of Siem Offshore Inc. and is also a director and officer
of ODL. We provide operational and management services to ODL, and we earned $1 million for these
services in 2007. In November 2005, we and Siem Offshore Inc. each entered into a separate loan
agreement with ODL under which ODL may grant multiple loans to us and Siem Offshore Inc. at its
discretion in amounts up to $8 million. ODL may demand repayment at any time upon five business days
prior written notice, and any amount due to us or Siem Offshore Inc. from ODL may be offset against the
applicable loan amount at the time of repayment. As of December 31, 2007, $3 million was outstanding
under this loan agreement. Mr. Siem is also chairman and chief executive officer of Siem Industries, Inc.,
which owns an approximate 34 percent interest in Siem Offshore Inc.

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information concerning securities authorized for issuance under our
equity compensation plans as of December 31, 2007.

Number of securities

Weighted-average remaining available for
Number of securities to be exercise price future issuance under
issued upon exercise of of outstanding equity compensation plans
outstanding options, options, warrants (excluding securities
warrants and rights and rights reflected in column (a))
Plan Category (a) (b) (c)

Equity compensation plans approved

by security holders(1).......... 1,240,758 $43.30 8,874,100
Equity compensation plans not

approved by security holders(2)(3) — — —

Total ..................... .. 1,240,758 $43.30 8,874,100

(1) In addition to stock options, we are authorized to grant awards of restricted shares and deferred units under our Long-Term
Incentive Plan, and 3,711,501 ordinary shares are available for future issuance pursuant to grants of restricted shares and
deferred units under this plan.

(2) Does not include 2,320,747 shares to be issued upon the exercise of options with a weighted average exercise price of $34.17
that were granted under (a) equity compensation plans of GlobalSantaFe Corporation assumed by us in connection with our
merger with GlobalSantaFe, (b) our Sedco Forex Option plan in connection with our merger with Sedco Forex Holding
Limited, and (c) equity compensation plans of R&B Falcon Corporation assumed by us in connection with our merger with
R&B Falcon (collectively, the “Assumed Plans”). No new awards will be granted under the Assumed Plans.

(3) 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 Transocean
ordinary share equivalents or in other investments selected by the administrative committee. Amounts that are invested in the
ordinary 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 the Merger, our directors had purchased 30,490
Transocean 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 our ordinary shares on November 27, 2007. As of December 31, 2007,
our directors held 28,749 ordinary share equivalents under the plan.

PROPOSAL 2. SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our Audit Committee has selected Ernst & Young LLP as our independent registered public
accounting firm for the 2008 calendar year. Ernst & Young LLP served as our independent registered
public accounting firm for the 2007 calendar year. Although the selection and appointment of an
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independent registered public accounting firm is not required to be submitted to a vote of shareholders,
the Audit Committee recommended that this appointment be submitted to our shareholders for approval.
Approval of our appointment of Ernst & Young LLP to serve as independent registered public accounting
firm for the year 2008 requires the affirmative vote of holders of at least a majority of the ordinary shares
present in person or by proxy at the meeting and entitled to vote on the matter. If the shareholders do not
approve the appointment of Ernst & Young LLP, our Audit Committee will consider the appointment of
another independent registered public accounting firm. A representative of Ernst & Young LLP is
expected to be present at the annual general meeting with the opportunity to make a statement if so
desired and to respond to appropriate questions.

FEES PAID TO ERNST & YOUNG LLP

Ernst & Young LLP Audit Fees for each of the fiscal years 2007 and 2006 and Audit-Related Fees, Tax
Fees and Total of All Other Fees for services rendered in 2007 and 2006 are as follows, as described below:

Audit-Related Total of

Audit Fees(1) Fees(2) Tax Fees(3) All Other Fees(4)
Fiscal year 2007 . . . . ... ... ... .. ... $4,490,690 $764,926 $2,037,621 $64,935
Fiscal year 2006 . . . . ... ... .. .. ... .. .. $4,075,500 $ 66,748 $1,479,101 $ 2,250

(1) The audit fees include those associated with our annual audit, reviews of our quarterly reports on Form 10-Q, statutory audits
of our subsidiaries, services associated with documents filed with the SEC and audit consultations

(2) The audit related fees include due diligence related to mergers and acquisitions, other accounting consultations, employee
benefit plan audits and attest services related to financial reporting that are not required by statute.

(3) Tax fees were for tax preparation, tax compliance and tax advice including tax services related to the company’s expatriate
program.

(4) All other fees were for certain legislative updates and other publications and subscription services.

Audit Committee Pre-Approval of Audit and Non-Audit Services

The Audit Committee pre-approves all auditing services, review or attest engagements and permitted
non-audit services to be performed by our independent registered public accounting firm, subject to some
de minimis exceptions for non-audit services which are approved by the Audit Committee prior to the
completion of the annual audit. Audit-related and tax services were performed under the de minimis
exception during 2007, each comprising less than one percent of the respective total audit-related and tax
fees. The Audit Committee has considered whether the provision of services rendered in 2007 other 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 a 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 2008. Requests for services that have received this pre-approval are subject to specified
fee or budget restrictions as well as internal management controls. The Audit Committee has also
delegated pre-approval authority to its Chairman, who reports his decisions regarding pre-approvals to the
Audit Committee at its next regularly scheduled meeting.
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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 John L. Whitmire, Chairman, Edward R. Muller, Robert M. Sprague and Ian C.
Strachan. In addition, Judy J. Kelly, Mark A. Hellerstein, and Roberto L. Monti served on the Committee
prior to their departure as directors in November 2007 in connection with the Merger. There are no
matters relating to interlocks or insider participation that we are required to report.

Section 16(a) Beneficial Ownership Reporting Compliance

Federal securities laws require the Company’s executive officers and directors, and persons who own
more than ten percent of the Company’s ordinary shares, to file initial reports of ownership and reports of
changes in ownership of the Company’s equity securities with the Securities and Exchange Commission.
Based solely on a review of such reports furnished to the Company and written representations that no
report on Form 5 was required for 2007, the Company believes that no director, officer or beneficial owner
of more than ten percent of the ordinary shares failed to file a report on a timely basis during 2007, except
for: (i) one Form 4 filing on behalf of David J. Mullen reporting a grant of restricted shares, and (ii) one
Form 4 filing on behalf of Roberto Monti reporting the cash exercise of five separate grants of stock
options and holding of the shares resulting from the exercise.

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 be borne by us. We
have retained D. F. King & Co., Inc. for a fee of $8,500, plus expenses, to aid in the solicitation of proxies.
Proxies may be 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 be made with brokerage houses and other
custodians, nominees and fiduciaries for the forwarding of solicitation materials to the beneficial owners of
ordinary 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 a single set of annual reports and proxy statements to be sent to any household at
which two or more shareholders reside if they appear to be members of the same family. Each shareholder
continues to receive a separate proxy card. This procedure, referred to as householding, reduces the
volume of duplicate information shareholders receive and reduces mailing and printing expenses. A
number of brokerage firms have instituted householding.

As a result, if you hold your shares through a broker and you reside at an address at which two or
more shareholders reside, you will likely be receiving only one annual report and proxy 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 a 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 a single annual report or proxy statement in the future, that
shareholder should contact their broker or send a request to our General Counsel at Eric B. Brown,
General Counsel, Transocean Inc., PO. Box 2765, Houston, Texas 77252-2765, telephone number
(713) 232-7500. We will deliver, promptly upon written or oral request to the General Counsel, a separate
copy of the 2007 annual report and this proxy statement to a beneficial stockholder at a shared address to
which a single copy of the documents was delivered.
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Proposals of Shareholders

Shareholder Proposals in the Proxy Statement. Rule 14a-8 under the Securities Exchange Act of 1934
addresses when a company must include a shareholder’s proposal in its proxy statement and identify the
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 be considered for inclusion in the proxy statement and proxy
card relating to our 2008 annual general meeting, your proposals must be received at our principal
executive offices, 4 Greenway Plaza, Houston, Texas 77046, by no later than December 3, 2008. However, if
the date of the 2009 annual general meeting changes by more than 30 days from the anniversary of the
2008 annual general meeting, the deadline is a reasonable time before we begin to print and mail our proxy
materials. We will notify you of this deadline in a Quarterly Report on Form 10-Q or in another
communication to you. Shareholder proposals must also be otherwise eligible for inclusion.

Shareholder Proposals and Nominations for Directors to Be Presented at Meetings. If you desire to
bring a 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 general meeting, you
must give us written notice not less than 90 days prior to the anniversary of the originally scheduled date of
the immediately preceding annual general meeting. However, if the date of the forthcoming annual
general meeting is more than 30 days before or after that anniversary date, the deadline is the close of
business on the tenth day after we publicly disclose the meeting date. The deadline under our Articles of
Association for submitting proposals will be February 16, 2009 for the 2009 annual general meeting unless
it is more than 30 days before or after the anniversary of the 2008 annual general meeting. Your notice
must set forth:

* a brief description of the business desired to be brought before the meeting and the reasons for
conducting the business at the meeting;

* your name and address;

* a representation that you are a holder of record of our ordinary shares entitled to vote at the
meeting, or if the record date for the meeting is subsequent to the date required for shareholder
notice, a representation that you are a holder of record at the time of the notice and intend to be a
holder of record on the date of the meeting, and, in either case, intend to appear in person or by
proxy at the meeting to propose that business; and

* any material interest you have in the business.

If you desire to nominate directors 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 at an
extraordinary general meeting at which the Board of Directors has determined that directors will be
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,;

* a representation that you are a holder of record of our ordinary 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, a representation that you are a holder of record at the time of the notice and
intend to be a 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;

* a representation that you intend to appear in person or by proxy as a holder of record at the
meeting to nominate the person or persons specified in the notice;
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* a 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 be made by
you;

* any other information regarding each nominee you proposed that would be required to be included
in a proxy statement filed pursuant to the proxy rules of the SEC; and

e the consent of each nominee to serve as a director if so elected.

The chairman of the meeting may refuse to transact any business or to acknowledge the nomination of
any person if you fail to comply with the foregoing procedures.

Until November 27, 2009, the second anniversary of our merger transaction with GlobalSantaFe, our
Atrticles of Association stipulate certain requirements concerning the composition of our Board. For more
information on this topic, see “Corporate Governance—Special Governance Provisions Related to Our
Merger Transaction with GlobalSantaFe.”

You may obtain a copy of our Articles of Association, in which these procedures are set forth, upon
written request to Chipman Earle, Corporate Secretary, Transocean Inc., PO. Box 10342, 70 Harbour
Drive, 4™ Floor, Grand Cayman, KY1-1003, Cayman Islands.
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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:

contract commencements,

contract option exercises,

revenues,

expenses,

results of operations,

commodity prices,

customer drilling programs,

supply and demand,

utilization rates,

dayrates,

contract backlog,

effects and results of the GlobalSantaFe
merger and related transactions,

planned  shipyard projects and rig
mobilizations and their effects,

newbuild projects and opportunities,

the upgrade projects for the Sedco 700-series
semisubmersible rigs,

other major upgrades,

contract awards,

newbuild  completion  delivery  and
commencement of operations dates,
expected downtime and lost revenue,
insurance proceeds,

cash investments of our wholly-owned
captive insurance company,

future activity in the deepwater, mid-water
and the jackup market sectors,

market outlook for our various geographical
operating sectors and classes of rigs,
capacity constraints for ultra-deepwater rigs
and other rig classes,

effects of new rigs on the market,

income related to and any payments to be
received under the TODCO tax sharing
agreement,

refinancing of the Bridge Loan Facility,
including timing and components of the
refinancing,

uses of excess cash,

share repurchases under our share
repurchase program,

issuance of new debt,

debt reduction,

debt credit ratings,

planned asset sales,

timing of asset sales,

proceeds from asset sales,

our effective tax rate,

changes in tax laws, treaties and regulations,
tax assessments,

operations in international markets,
investments in joint ventures,

investments in recruitment, retention and
personnel development initiative,

the level of expected capital expenditures,
results and effects of legal proceedings and
governmental audits and assessments,
adequacy of insurance,

liabilities for tax issues, including those
associated with our activities in Brazil,
Norway and the United States,

liabilities for customs and environmental
matters,

liquidity,

cash flow from operations,

adequacy of cash flow for our obligations,
effects of accounting changes,

adoption of accounting policies,

pension plan and other postretirement
benefit plan contributions,

benefit payments, and

the timing and cost of completion of capital
projects.



Forward-looking statements in this annual report are identifiable by use of the following words and other similar
expressions among others:

= “anticipates” " “may”

= “believes” " “might”

= “budgets” =  “plans”

= “could” = “predicts”

= “estimates” = “projects”

= “expects” = “scheduled”
= “forecasts” = “should”

= “intends”

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 sources of liquidity,

= our inability to obtain contracts for our rigs that do not have contracts,

= the effect and results of litigation, tax audits and contingencies, and

= other factors discussed in this annual report and in the Company’s other filings with the SEC, which are
available free of charge on the SEC’s website at www.sec.gov.

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 the Company 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.



PART I

ITEM 1. Business

Transocean Inc. (together with its subsidiaries and predecessors, unless the context requires otherwise,
“Transocean,” the “Company,” “we,” “us” or “our”) is a leading international provider of offshore contract drilling services
for oil and gas wells. As of February 20, 2008, we owned, had partial ownership interests in or operated 139 mobile offshore
drilling units. As of this date, our fleet included 39 High-Specification Floaters (Ultra-Deepwater, Deepwater and Harsh
Environment semisubmersibles and drillships), 29 Midwater Floaters, 10 High-Specification Jackups, 57 Standard Jackups

and four Other Rigs. We also have eight Ultra-Deepwater Floaters contracted for or under construction.

We believe our mobile offshore drilling fleet is one of the most modern and versatile fleets in the world. Our
primary business is to contract these drilling rigs, related equipment and work crews primarily on a dayrate basis to drill oil
and gas wells. We specialize in technically demanding segments of the offshore drilling business with a particular focus on
deepwater and harsh environment drilling services. We also provide oil and gas drilling management services on either a
dayrate basis or a completed-project, fixed-price (or “turnkey”) basis, as well as drilling engineering and drilling project
management services, and we participate in oil and gas exploration and production activities. Our ordinary shares are listed
on the New York Stock Exchange under the symbol “RIG.”

Transocean Inc. is a Cayman Islands exempted company with principal executive offices in the U.S. located at
4 Greenway Plaza, Houston, Texas 77046. Our telephone number at that address is (713) 232-7500. Our principal executive
offices outside of the U.S. are located at 70 Harbour Drive, Grand Cayman, Grand Cayman Islands KY'1-1003. Our telephone
number at that address is (345) 745-4500.

Background of Transocean

In January 2001, we completed our merger transaction with R&B Falcon Corporation (“R&B Falcon”). At the time
of the R&B Falcon merger, R&B Falcon operated a diverse global drilling rig fleet, consisting of drillships,
semisubmersibles, jackups and other units in addition to the Gulf of Mexico Shallow and Inland Water segment fleet. R&B
Falcon and the Gulf of Mexico Shallow and Inland Water segment later became known as TODCO (together with its
subsidiaries and predecessors, unless the context requires otherwise, “TODCO”). In preparation for the initial public offering
of TODCO, we transferred all assets and subsidiaries out of TODCO that were unrelated to the Gulf of Mexico Shallow and
Inland Water business.

In February 2004, we completed an initial public offering (the “TODCO IPO”) of approximately 23 percent of the
outstanding shares of TODCO’s common stock. In September 2004, December 2004 and May 2005, respectively, we
completed additional public offerings of TODCO common stock. In June 2005, we completed the sale of our remaining
TODCO common stock pursuant to Rule 144 under the Securities Act of 1933, as amended.

In November 2007, we completed our merger transaction (the “Merger”) with GlobalSantaFe Corporation
(“GlobalSantaFe™”). Immediately prior to the effective time of the Merger, each of our outstanding ordinary shares was
reclassified by way of a scheme of arrangement under Cayman Islands law into (1) 0.6996 of our ordinary shares and
(2) $33.03 in cash (the “Reclassification” and together with the Merger, the “Transactions”). At the effective time of the
Merger, each outstanding ordinary share of GlobalSantaFe (the “GlobalSantaFe Ordinary Shares”) was exchanged for
(1)0.4757 of our ordinary shares (after giving effect to the Reclassification) and (2) $22.46 in cash. We issued
approximately 107,752,000 of our ordinary shares in connection with the Merger and paid out $14.9 billion in cash in
connection with the Transactions. We funded the payment of the cash consideration in the Transactions with $15.0 billion of
borrowings under a $15.0 billion, one-year senior unsecured bridge loan facility (the “Bridge Loan Facility”) and have since
refinanced a portion of those borrowings under the Bridge Loan Facility. We have included the financial results of
GlobalSantaFe in our consolidated financial statements beginning November 27, 2007, the date the GlobalSantaFe Ordinary
Shares were exchanged for our ordinary shares.

For information about the revenues, operating income, assets and other information relating to our business, our
segments and the geographic areas in which we operate, see “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and Notes to Consolidated Financial Statements—Note 19—Segments, Geographical
Analysis and Major Customers.

Drilling Fleet
We principally operate three types of drilling rigs:

= drillships;
=  semisubmersibles; and
= jackups.

Also included in our fleet are barge drilling rigs, a mobile offshore production unit and a coring drillship.
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Most of our drilling equipment is suitable for both exploration and development drilling, and we normally engage in
both types of drilling activity. Likewise, most of our drilling rigs are mobile and can be moved to new locations in response
to client demand. All of our mobile offshore drilling units are designed for operations away from port for extended periods
of time and most have living quarters for the crews, a helicopter landing deck and storage space for pipe and drilling supplies.

We categorize our fleet as follows: (i) “High-Specification Floaters,” consisting of our “Ultra-Deepwater Floaters,”
“Deepwater Floaters” and “Harsh Environment Floaters,” (ii) “Midwater Floaters,” (iii) “High-Specification Jackups,”
(iv) “Standard Jackups” and (v) “Other Rigs.” As of February 20, 2008, our fleet of 139 rigs, which excludes assets held for
sale that are not currently operating under a contract and rigs contracted for or under construction, included:

e 39 High-Specification Floaters, which are comprised of:
- 18 Ultra-Deepwater Floaters;
- 16 Deepwater Floaters; and
- five Harsh Environment Floaters;

e 29 Midwater Floaters;

e 10 High-Specification Jackups;

e 57 Standard Jackups; and

e four Other Rigs, which are comprised of:
- two barge drilling rigs;
- one mobile offshore production unit; and
- one coring drillship.

As of February 20, 2008, our fleet was located in the Far East (21 units), U.K. North Sea (19 units), Middle East
(18 units), U.S. Gulf of Mexico (16 units), Nigeria (13 units), India (12 units), Angola (11 units), Brazil (eight units),
Norway (five units), other West African countries (five units), the Caspian Sea (three units), Trinidad (three units), Australia
(two units), the Mediterranean (two units) and Canada (one unit).

High-Specification Floaters are specialized offshore drilling units that we categorize into three sub-classifications
based on their capabilities. Ultra-Deepwater Floaters have high-pressure mud pumps and a water depth capability of
7,500 feet or greater. Deepwater Floaters are generally those other semisubmersible rigs and drillships that have a water
depth capacity between 7,500 and 4,500 feet. Harsh Environment Floaters have a water depth capacity between 4,500 and
1,500 feet, are capable of drilling in harsh environments and have greater displacement, resulting in larger variable load
capacity, more useable deck space and better motion characteristics. Midwater Floaters are generally comprised of those
non-high-specification semisubmersibles with a water depth capacity of less than 4,500 feet. High-Specification Jackups
consist of our harsh environment and high-performance jackups, and Standard Jackups consist of our remaining jackup fleet.
Other Rigs consists of rigs that are of a different type or use than those mentioned above.

Drillships are generally self-propelled, 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 typically limited
to calmer water conditions than those in which semisubmersibles can operate. Our three existing Enterprise-class drillships
are and five of our seven additional newbuild drillships contracted for or under construction will be equipped with our
patented dual-activity technology. Dual-activity technology includes structures, equipment and techniques for using two
drilling stations within a single derrick to perform drilling tasks. Dual-activity technology allows our rigs to perform
simultaneous drilling tasks in a parallel rather than sequential manner. Dual-activity technology reduces critical path activity
and improves efficiency in both exploration and development drilling.

Semisubmersibles are floating vessels that can be submerged by means of a water ballast system such that the lower
hulls are below the water surface during drilling operations. These rigs are capable of maintaining their position over the
well through the use of an anchoring system or a computer controlled dynamic positioning thruster system. Some
semisubmersible rigs are self-propelled and move between locations under their own power when afloat on pontoons
although most are relocated with the assistance of tugs. 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 tri-act derrick, which was designed to reduce overall well construction costs. The tri-act derrick
allows offline tubular and riser handling operations to occur at two sides of the derrick while the center portion of the derrick
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is being used for normal drilling operations through the rotary table. Our two operating Development Driller-class
semisubmersibles are, and one that is under construction will be, equipped with our patented dual-activity technology.

Jackup rigs are mobile self-clevating drilling platforms equipped with legs that can be lowered to the ocean floor
until a foundation is established to support the drilling platform. Once a 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, have higher capacity derricks, drawworks,
mud systems and storage, and are typically capable of drilling to deeper depths. Typically, these jackups also have deeper
water depth capacity than a Standard Jackup.

Depending on market conditions, we may “warm stack™ or “cold stack” non-contracted rigs. “Warm stacked” rigs
are not under contract and may require the hiring of additional crew, but are generally ready for service with little or no
capital expenditures and are being actively marketed. “Cold stacked” rigs are not actively marketed on short or near term
contracts, generally cannot be reactivated upon short notice and normally require the hiring of most of the crew, a
maintenance review and possibly significant refurbishment before they can be reactivated. Cold stacked rigs and some warm
stacked rigs would require additional costs to return to service. The actual cost, which could fluctuate over time, is
dependent 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. In certain circumstances, the cost could be significant.
We would take these factors into consideration together with market conditions, length of contract and dayrate and other
contract terms in deciding whether to return a particular idle rig to service. We may consider marketing cold stacked rigs for
alternative uses, including as accommodation units, from time to time until drilling activity increases and we obtain drilling
contracts for these units. As of February 20, 2008, GSF High Island I, which is classified as held for sale, is warm stacked
and is not included in the tables below (see “—Warm Stacked and Held for Sale”™).

We own all of the drilling rigs in our fleet noted in the tables below except for the following: (1) those specifically
described as being owned wholly or in part by unaffiliated parties, (2) GSF Explorer, which is subject to a capital lease with a
remaining term of 19 years, and (3) GSF Jack Ryan, which is subject to a fully defeased capital lease with a remaining term
of 13 years. None of our offshore drilling rigs are currently subject to any liens or mortgages.

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 a follow-on contract, unless otherwise noted.

Rigs Under Construction (8)

The following table provides certain information regarding our High-Specification Floaters contracted for or under
construction as of February 20, 2008:

Water Drilling
depth depth
Expected capacity capacity  Contracted
Name Type completion (in feet) (in feet) location
Ultra-Deepwater Floaters (a) (8)
Discoverer AMETricas (D)......c.ccereeveriierierenienieeierieseeneeeeeneesenens HSD  Mid 2009 12,000 40,000 U.S. Gulf
Discoverer Clear Leader (b) HSD 2Q 2009 12,000 40,000 U.S. Gulf
Discoverer Inspiration (b)........c.ccccceereneee HSD 1Q 2010 12,000 40,000 U.S. Gulf
GSF Newbuild (b) HSD  3Q2010 12,000 40,000 (c)
Deepwater Pacific 1 (d)....coeeevererienienieieiieieiceeceeeeeeee HSD 2Q 2009 12,000 35,000 India
Deepwater Pacific 2 (d).....ooeevererienienieiciieeieeceeeeee HSD 1Q 2010 10,000 35,000 (c)
Discoverer Luanda (b) HSD 3Q 2010 7,500 40,000 Angola
GSF Development Driller ITT (B) ....cooveeveeieriiieiieieieieeieeeeee HSS  Mid-2009 7,500 30,000 Angola

“HSD” means high-specification drillship.
“HSS” means high-specification semisubmersible.

(a) Dynamically positioned.

(b) Dual-activity.

(¢) Currently without contract.

(d) Owned through our 50 percent interest in a joint venture company with Pacific Drilling Limited.



High-Specification Floaters (39)

The following table provides certain information regarding our High-Specification Floaters as of February 20, 2008:

Year Water Drilling
entered depth depth
service/ capacity capacity
Name Type upgraded(a) (in feet) (in feet) Location
Ultra-Deepwater Floaters (b) (18)
Deepwater Discovery HSD 2000 10,000 30,000 Nigeria
Deepwater Expedition HSD 1999 10,000 30,000 Morocco
Deepwater Frontier .......... HSD 1999 10,000 30,000 India
Deepwater HOTIZOM ....o.ovueeiiiiiiieniiiiiiieeeeeeee e HSS 2001 10,000 30,000 U.S. Gulf
Deepwater Millennium..........c.cceceveeieniieienieeienieeieie e HSD 1999 10,000 30,000 U.S. Gulf
Deepwater Pathfinder HSD 1998 10,000 30,000 Nigeria
Discoverer Deep Seas (€) (d).vvevereerierieiienieeierieeeeie e HSD 2001 10,000 35,000 U.S. Gulf
Discoverer Enterprise (€) (d) ....ooeveevierieierieeiereeieie e HSD 1999 10,000 35,000 U.S. Gulf
Discoverer Spirit (c) (d) .......... HSD 2000 10,000 35,000 U.S. Gulf
GSF C.R. Luigs ....ccccoc.. HSD 2000 10,000 35,000 U.S. Gulf
GSF Jack Ryan ...... HSD 2000 10,000 35,000 Nigeria
Cajun Express (€) ............. HSS 2001 8,500 35,000 U.S. Gulf
Deepwater Nautilus (e)..... HSS 2000 8,000 30,000 U.S. Gulf
GSF Explorer ............... HSD 1972/1998 7,800 30,000 Angola
GSF Development Driller I (d)....... HSS 2004 7,500 37,500 U.S. Gulf
GSF Development Driller II (d) ..... HSS 2004 7,500 37,500 U.S. Gulf
SedCO ENETZY (€) «-eoverveveieieieiieieeieeie et HSS 2001 7,500 30,000 Nigeria
SedCO EXPIESS (€) .euvveveriieniiriiiiiniierieeiieie ettt HSS 2001 7,500 30,000 Angola
Deepwater Floaters (16)
Deepwater Navigator (D) ..cocveeveeeereeieniieieiereeieeie e HSD 2000 7,200 25,000 Brazil
Discoverer 534 (b)................ HSD 1975/1991 7,000 25,000 India
Discoverer Seven Seas (b).... HSD 1976/1997 7,000 25,000 India
Transocean Marianas..... HSS  1979/1998 7,000 25,000 U.S. Gulf
Sedco 702 (b) () ..cvenvee HSS 1973/(f) 6,500 25,000 Nigeria
Sedco 706 (b) (f) ... HSS 1976/(f) 6,500 25,000 Brazil
Sedco 707 (b) ......... HSS  1976/1997 6,500 25,000 Brazil
GSF Celtic Sea... HSS  1982/1998 5,750 25,000 U.S. Gulf
Jack Bates............... HSS  1986/1997 5,400 30,000 Australia
M.G. HUulme, JT. .o HSS  1983/1996 5,000 25,000 Nigeria
SedC0 709 (D) weeveeeiiriiieieece et HSS  1977/1999 5,000 25,000 Nigeria
Transocean Richardson .... HSS 1988 5,000 25,000 Angola
Jim Cunningham .........c.ooceevueeieieneeieri e HSS  1982/1995 4,600 25,000 Angola
SEACO 710 (D) e HSS  1983/2001 4,500 25,000 Brazil
Sovereign Explorer.... HSS 1984 4,500 25,000 Trinidad
Transocean Rather.............cccovoiiviiiiiiiiiiciccce e HSS 1988 4,500 25,000 U.K. North Sea
Harsh Environment Floaters (5)
Transocean Leader ............oooviiiiiiiiiiiii e HSS  1987/1997 4,500 25,000  Norwegian N. Sea
Henry Goodrich HSS 1985 2,000 30,000 U.S. Gulf
Paul B. Loyd, Jr HSS 1990 2,000 25,000 U.K. North Sea
TranSOCEAN ATCHC ..c.vveuvivienieiieierieeiieie ettt eeete et e et ebe e eneesaean HSS 1986 1,650 25,000  Norwegian N. Sea
POlAr PIONEET ..o HSS 1985 1,500 25,000  Norwegian N. Sea

“HSD” means high-specification drillship.
“HSS” means high-specification semisubmersible.

(a) Dates shown are the original service date and the date of the most recent upgrade, if any.

(b) Dynamically positioned.

(c) Enterprise-class rig.

(d) Dual-activity.

(e) Express-class rig.

(f) The Sedco 702 and Sedco 706 are currently being upgraded from Midwater Floaters to Deepwater Floaters. The water
depth and drilling depth capacity information assumes the completion of the upgrades. The Sedco 702 and Sedco 706
are currently expected to complete their upgrades and commence their contracts in the first quarter and the fourth
quarter of 2008, respectively.
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Midwater Floaters (29)

The following table provides certain information regarding our Midwater Floaters as of February 20, 2008:

Year Water Drilling
entered depth depth
service/ capacity capacity

Name Type upgraded(a) (in feet) (in feet) Location
Sedco 700 ......oevieerennnne (0N 1973/1997 3,600 25,000 E. Guinea
Transocean Amirante.... OS 1978/1997 3,500 25,000 U.S. Gulf
Transocean Legend....... OS 1983 3,500 25,000 China
GSF Arctic I .....coceenene OS  1983/1996 3,400 25,000 Brazil
C. Kirk Rhein, Jr........... OS 1976/1997 3,300 25,000 India
Transocean Driller ... 0S 1991 3,000 25,000 Brazil
GSF Rig 135 ettt 0S 1983 2,800 25,000 Congo
Falcon 100 ......ooieiiiieieciieieciecee et ees (0N 1974/1999 2,400 25,000 Brazil
GSF Rig 140 oS 1983 2,400 25,000 Angola
GSF Aleutian Key .......oooiiiiiiiiiiiiieeeet s OS  1976/2001 2,300 25,000 Angola
ISHZIAL (D) vt oS 1995/1998 2,300 20,000 Caspian Sea
Sedco 703 .......... OS 1973/1995 2,000 25,000 Australia
GSF Arctic III.... (O 1984 1,800 25,000 U.K. North Sea
Sedco 711 cvvveiiieien, (0N 1982 1,800 25,000 U.K. North Sea
Transocean John Shaw .... oS 1982 1,800 25,000 U.K. North Sea
Sedco 712 v, 0S 1983 1,600 25,000 U.K. North Sea
SCACO 714 oottt 0S 1983/1997 1,600 25,000 U.K. North Sea
ACHINIA 1.ttt ettt ettt et e b te e e beeraesaeesaeaeereens (0N 1982 1,500 25,000 India
Dada Gorgud (b) OS  1978/1998 1,500 25,000 Caspian Sea
GSF ATCHC TV () ttettiiieieieiieit ettt OS  1983/1999 1,500 25,000 U.K. North Sea
GSF Grand Banks ..........cccovieriiienieiieieeieie et (N 1984 1,500 25,000 East Canada
Sedco 601 OS 1983 1,500 25,000 Malaysia
SedNeth 70T ..o (0N 1972/1993 1,500 25,000 Angola
Transocean Prospect oS 1983/1992 1,500 25,000 U.K. North Sea
Transocean Searcher oS 1983/1988 1,500 25,000  Norwegian N. Sea
Transocean Winner....... OS 1983 1,500 25,000  Norwegian N. Sea
J. W. McLean ........... oS 1974/1996 1,250 25,000 U.K. North Sea
GSF Arctic II (¢).... (0N} 1982 1,200 25,000 U.K. North Sea
SEACO 704 ..ottt (0N 1974/1993 1,000 25,000 U.K. North Sea

“OS” means other semisubmersible.

(a) Dates shown are the original service date and the date of the most recent upgrade, if any.

(b) Owned by the State Oil Company of the Azerbaijan Republic.

(¢) On February 15, 2008, we announced our intent to proceed with divestitures of the GSF Arctic Il and the GSF Arctic IV
semisubmersible rigs and the hiring of a third-party advisor. The divestitures are in furtherance of our previously
announced proposed undertakings to the Office of Fair Trading in the U.K. made in connection with the Merger. As a
result, we classified these rigs as held for sale.



High-Specification Jackups (10)

The following table provides certain information regarding our High-Specification Jackups as of February 20, 2008:

Year Water Drilling
entered depth depth
service/ capacity capacity
Name upgraded(a) (in feet) (in feet) Location
GSF Constellation T ..........ccoiiiiiiiiiiiiiice e 2003 400 30,000 Trinidad
GSF Constellation IL.........ccoccieviiiiiiirieieeecesieeese e 2004 400 30,000 Egypt
GSF Galaxy L. .coueieiieieiiieieeee s 1991/2001 400 30,000 U.K. North Sea
GSF Galaxy T1.....couioiieieieeee e 1998 400 30,000 U.K. North Sea
GSF Galaxy TIL .....oouiieieieeeeceeseee e e 1999 400 30,000 U.K. North Sea
GSF BaltiC .oouviiiiiiiiieieseee e 1983 375 25,000 Nigeria
GSE Maellan........couveiiiiiiiiiieieiiee ettt 1992 350 30,000 U.K. North Sea
GSFE MONAICH ... 1986 350 30,000 U.K. North Sea
GSF MONIOT ... ..ttt 1989 350 30,000 Trinidad
TEIAENE 20 ..t 2000 350 25,000 Caspian Sea

(a) Dates shown are the original service date and the date of the most recent upgrades, if any.

Standard Jackups (57)
The following table provides certain information regarding our Standard Jackups as of February 20, 2008:
Year Water Drilling
entered depth depth
service/ capacity capacity

Name upgraded(a) (in feet) (in feet) Location
TrIAENE TX oottt 1982 400 21,000 Vietnam
Trident 17 1983 355 25,000 Malaysia
GSF Adriatic IL......occooiniiiiiiicieeeeec e 1981 350 25,000 Angola
GSF Adriatic IIT (D) ..c.ooveviiieiieieiecceeecc e 1982 350 25,000 U.S. Gulf
GSF Adriatic IX.......... 1981 350 20,000 Gabon
GSF Adriatic X....... 1982 350 25,000 Egypt
GSF Key Manhattan ... 1980 350 25,000 Egypt
GSF Key Singapore..... 1982 350 25,000 Egypt
GSF Adriatic VI...... 1981 328 20,000 Nigeria
GSF Adriatic VIII... 1983 328 25,000 Nigeria
C. E. Thornton........ 1974 300 25,000 India
D. R. Stewart .......... 1980 300 25,000 Italy
F. G. McClintock......... 1975 300 25,000 India
George H. GalloWay ......cceiuiiiiiiiieieieieieeeee e 1984 300 25,000 Italy
GSF AdIatic T ..ot 1981 300 25,000 Angola
GSF Adriatic V 1979 300 20,000 Angola
GSF AdIiatic X ...ooeoiiieirieinieieieieeneteeeese ettt 1983 300 25,000 Vietnam
GSF Compact DIIlLET ....cc.ceiuieieiieierieeieceeeeeee e 1992 300 25,000 Thailand
GSF Galveston Key.... 1978 300 25,000 Vietnam
GSF Key GIbraltar.......ccccvevieieiieiesiieieeieeieseeeee e 1976/1996 300 25,000 Thailand
GSF KeY HAWaII....eouiiiieiieiiciieieeieie ettt 1982 300 25,000 Qatar
GSF Labrador 1983 300 25,000 U.K. North Sea
GSF Main Pass L......coooiiiiiiiiece e 1982 300 25,000 Arabian Gulf
GSF Main Pass IV ....ooouuiiiiicceeeee e 1982 300 25,000 Arabian Gulf
GSF Parameswara 1983 300 25,000 Indonesia
GSF RIZ 134 oot 1982 300 20,000 Malaysia
GSF RIZ 136 ittt 1982 300 25,000 Indonesia
Harvey H. Ward...... 1981 300 25,000 Malaysia
J.T. Angel .............. 1982 300 25,000 India
Randolph Yost........ 1979 300 25,000 India
Roger W. Mowell ... 1982 300 25,000 Malaysia
Ron Tappmeyer ...... 1978 300 25,000 India
Shelf Explorer......... 1982 300 25,000 Vietnam
Interocean I .............. 1978/1993 300 20,000 Egypt
Transocean Nordic...... 1984 300 25,000 Sakhalin Island
Trident IT.......ccocceon 1977/1985 300 25,000 India
TrIdent IV e e 1980/1999 300 25,000 Nigeria
Trident VIIT ..o 1981 300 21,000 Nigeria



Year Water Drilling

entered depth depth
service/ capacity capacity

Name upgraded(a)  (in feet) (in feet) Location
Trident XIT....cooveiieiieeie ettt 1982/1992 300 25,000 India
TrIAEnt XTIV oottt 1982/1994 300 20,000 Angola
Trident 15 1982 300 25,000 Thailand
Trident 16 1982 300 25,000 Thailand
GSF High ISIand 11 .......cccooiieiiiiiieeeeeeeeeee e 1979 270 20,000 Arabian Gulf
GSF High Island IV ..c..coooiiiiiiiice e 1980/2001 270 20,000 Arabian Gulf
GSF High Island V ....... 1981 270 20,000 Gabon
GSF High Island VII........... 1982 250 20,000 Cameroon
GSF High Island VIII (b).... 1981 250 20,000 U.S. Gulf
GSF High Island IX............ 1983 250 20,000 Nigeria
GSF Rig 103................. 1974 250 20,000 U.AE.
GSF Rig 105...... 1975 250 20,000 Egypt
GSF Rig 124....... 1980 250 20,000 Egypt
GSF Rig 127...... 1981 250 20,000 Qatar
GSF RIZ 141 oottt 1982 250 20,000 Egypt
Transocean COMEL ........coviriirieriiriieierieeteee et 1980 250 20,000 Egypt
Transocean Mercury ... 1969/1998 250 20,000 Egypt
GSF BIItANNIA ....cocuviiiiiiiecciie ettt 1968 230 20,000 U.K. North Sea
Trident VI 1981 220 21,000 Vietnam

(a) Dates shown are the original service date and the date of the most recent upgrade, if any.

(b) On February 15, 2008, we entered into a definitive agreement with Hercules Offshore, Inc. to sell GSF Adriatic 111,
GSF High Island I (see “—Warm Stacked and Held for Sale” below) and GSF High Island VIII. As a result, we
classified these rigs as held for sale.

Other Rigs

In addition to our floaters and jackups, we also own or operate several other types of rigs as follows: two drilling
barges, a mobile offshore production unit and a coring drillship.

Warm Stacked and Held for Sale

As of February 20, 2008, GSF High Island I was warm stacked. We classified this rig as held for sale in connection
with a definitive agreement executed on February 15, 2008 with Hercules Offshore, Inc. to sell this rig, together with
GSF Adriatic 11l and GSF High Island VIII, which continue to operate under contract.

Markets

Our operations are geographically dispersed in oil and gas exploration and development areas throughout the world.
Rigs can be moved from one region to another, but the cost of moving a rig and the availability of rig-moving vessels may
cause the supply and demand balance to vary between regions. However, significant variations between regions do not tend
to exist long-term because of rig mobility. Consequently, we operate in a single, global offshore drilling market. Because our
drilling 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 exploring 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 a key component in determining rig suitability for a particular drilling project.
Another distinguishing feature in some drilling market sectors is a rig’s ability to operate in harsh environments, including
extreme marine and climatic conditions and temperatures.

The deepwater and mid-water market sectors are serviced by our semisubmersibles and drillships. While the use of
the term “deepwater” as used in the drilling industry to denote a 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 mid-water market sector as that which covers water depths of about
300 feet to approximately 4,500 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 a significantly greater degree than the deepwater market sector because the
shallower water depths have made it much more accessible than the deeper water market sectors.
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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 drilling barges located in Southeast Asia.

Contract Backlog

We have been successful in building contract backlog in 2007 within all of our asset classes. Prior to the Merger, our
contract backlog at October 30, 2007 was approximately $23 billion, a 15 percent and 109 percent increase compared to our
contract backlog at December 31, 2006 and 2005, respectively. Our contract backlog at December 31, 2007 was
approximately $32 billion including the effect of the Merger. See “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Outlook—Drilling Market” and “Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Performance and Other Key Indicators.”

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,

2007 2006 2005
Operating revenues
UNIEA STALES ..ot $ 1,259 $ 806 $ 648
United Kingdom ........cccecvveiiiieniieiieiecieseee e 848 439 335
INAIA 1ot 761 291 296
INIZOTIA 1.vviveeiieieeie ettt ettt e taesbeesseenseennas 587 447 218
Other COUNtIies (Q) ..veevveeveeierieeiesierie et 2,922 1,899 1,395
Total Operating rEVENUES ..........ccvevevveveererieerereieeeereeenas $ 6,377 $ 3,882 $ 2,892
As of December 31,
2007 2006
Long-lived assets
UNItEd STALES ...vvevveeeeeceee et $ 5,856 $ 2,504
United Kingdom .........cccoooiiiiriiriieiieieeieeeeee e 2,301 457
DA USSP 1,902 856
Other countries (2) ...c.eevveeeeeeerieerie e eiee e eeeevee e 10,871 3,509
Total long-lived assets...........coeeirvereiriereeeeerereerenne $ 20,930 $ 7,326

(a) Other countries represents countries in which we operate that individually had operating revenues or long-lived
assets representing less than 10 percent of total operating revenues earned or total long-lived assets for any of the
periods presented.

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. Drilling contracts generally provide
for payment on a 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.

A dayrate drilling contract generally extends over a period of time covering either the drilling of a single well or
group of wells or covering a stated term. These contracts typically can be terminated or suspended by the client without
paying a termination fee under various circumstances such as the loss or destruction of the drilling unit or the suspension of
drilling operations for a specified period of time as a result of a breakdown of major equipment. Many of these events are
beyond our control. The contract term in some instances may be extended by the client exercising options for the drilling of
additional wells or for an additional term. Our contracts also typically include a provision that allows the client to extend the
contract to finish drilling a well-in-progress. During periods of depressed market conditions, our clients may seek to
renegotiate firm drilling contracts to reduce their obligations or may seek to suspend or terminate their contracts. Some
drilling contracts permit the customer to terminate the contract at the customer’s option without paying a termination fee.
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 significant contracts and we are unable to secure new contracts on substantially similar terms,
or if contracts are suspended for an extended period of time, it could adversely affect our consolidated statement of financial
position, results of operations or cash flows.
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Drilling Management Services

As a result of the Merger, we provide drilling management services primarily on a turnkey basis through our wholly
owned subsidiary, Applied Drilling Technology Inc. (“ADTI”), and through ADT International, a division of one of our U.K.
subsidiaries. ADTI operates primarily in the U.S. Gulf of Mexico, and ADT International operates primarily in the North
Sea. Under a typical turnkey arrangement, we will assume responsibility for the design and execution of a well and deliver a
logged or cased hole to an agreed depth for a guaranteed price, with payment contingent upon successful completion of the
well program. 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. In addition to turnkey arrangements,
we also participate in project management operations. In our project management operations, we provide certain planning,
management and engineering services, purchase equipment and provide personnel and other logistical services to customers.
Our project management services differ from turnkey drilling services in that the customer retains control of the drilling
operations and thus retains the risk associated with the project. These drilling management services did not represent a
material portion of our revenues for the year ended December 31, 2007.

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. The work generally consists of
individual contractual agreements to meet specific client needs and may be provided on either a dayrate, cost plus or fixed
price basis depending on the daily activity. As of February 27, 2008, we were performing such services in India. These
integrated service revenues did not represent a material portion of our revenues for any period presented.

Oil and Gas Properties

As a result of the Merger, 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 primarily in the United
States offshore Louisiana and Texas and in the U.K. sector of the North Sea. These oil and gas properties did not represent a
material portion of our revenues for the year ended December 31, 2007.

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 Azerbaijan, Indonesia, Malaysia, Angola, Libya and Nigeria.

We hold a 50 percent interest in Overseas Drilling Limited (“ODL”), which owns the drillship Joides Resolution.
The drillship is contracted to perform drilling and coring operations in deep waters worldwide for the purpose of scientific
research. We manage and operate the vessel on behalf of ODL.

In early October 2007, we exercised our option to purchase a 50 percent equity interest in Transocean Pacific
Drilling Inc. (“TPDI”), a joint venture company formed by us and Pacific Drilling Limited (“Pacific Drilling”), a Liberian
company, whereby we acquired exclusive marketing rights for two ultra-deepwater drillships to be named
Deepwater Pacific I and Deepwater Pacific 2, which are currently under construction. See “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Outlook—Drilling Market.”

In Azerbaijan, the semisubmersibles Istiglal and Dada Gorgud operate under long-term bareboat charters between
(a) Caspian Drilling Company Limited (“CDC”), a joint venture in which we hold a 45 percent ownership interest, and (b)
the owner of both rigs, the State Oil Company of the Azerbaijan Republic (“SOCAR”), our sole equity partner in CDC.
SOCAR has granted exclusive bareboat charter rights to CDC for the life of the joint venture. During 2005, these bareboat
charter rights were extended through October 2011, pursuant to an amendment to the agreement establishing CDC.

A joint venture in which we hold a passive minority interest operates primarily in Libya, and to a limited extent in
Syria. Syria is identified by the U.S. State Department as a state sponsor of terrorism. In addition, Syria is subject to a
number of economic regulations, including sanctions administered by the U.S. Treasury Department’s Office of Foreign
Assets Control (“OFAC”), and comprehensive restrictions on the export and re-export of U.S.-origin items to Syria. On
June 30, 2006, Libya was removed from the U.S. government’s list of state sponsors of terrorism and is no longer subject to
sanctions or embargoes. We believe our passive minority investment has been maintained in accordance with all applicable
laws and regulations. Potential investors could view our passive minority interest in our Libyan joint venture negatively,
which could adversely affect our reputation and the market for our ordinary shares. In addition, certain U.S. states have
recently enacted legislation regarding investments by their retirement systems in companies that have business activities or
contacts with countries that have been identified as terrorist-sponsoring states, and similar legislation may be pending or
introduced in other states. As a result, certain investors may be subject to reporting requirements with respect to investments
in companies such as ours or may be subject to limits or prohibitions with respect to those investments.
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Local laws or customs in some areas of the world also effectively mandate establishment of a relationship with a
local agent or sponsor. When appropriate in these areas, we enter into agency or sponsorship agreements.

Significant Clients

We engage in offshore drilling 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 clients in 2007 were Chevron, Shell and
BP accounting for 12 percent, 11 percent and 10 percent, respectively, of our 2007 operating revenues. No other client
accounted for 10 percent or more of our 2007 operating revenues. The loss of any of these significant clients could, at least
in the short term, have a material adverse effect on our results of operations.

Environmental Regulation

For a discussion of the effects of environmental regulation, see “Item 1A. Risk Factors—Compliance with or breach
of environmental laws can be costly and could limit our operations.” We have made and will continue to make expenditures
to comply with environmental requirements. To date we have not expended material amounts in order to comply and we do
not believe that our compliance with such requirements will have a material adverse effect upon our results of operations or
competitive position or materially increase our capital expenditures.

Employees

We require highly skilled personnel to operate our drilling units. As a result, we conduct extensive personnel
recruiting, training and safety programs. At December 31, 2007, we had approximately 21,100 employees, and we also
utilized approximately 3,400 persons through contract labor providers. Some of our employees, most of whom work in the
U.K., Nigeria and Norway, are represented by collective bargaining agreements. In addition, some of our contracted labor
work under collective bargaining agreements. Many of these represented individuals are working under agreements that are
subject to salary negotiation in 2008. These negotiations could result in higher personnel expenses, other increased costs or
increased operation restrictions. Additionally, the unions in the U.K. have sought an interpretation of the application of the
Working Time Regulations to the offshore sector. The Tribunal has recently issued its decision and we are currently
reviewing the decision to determine its potential impact on our operations and expenses as well as to determine whether the
decision should be appealed. The application of the Working Time Regulations to the offshore sector could result in higher
labor costs and could undermine our ability to obtain a sufficient number of skilled workers in the U.K.

Available Information

Our website address is www.deepwater.com. We make our website content available for information purposes only.
It should not be relied upon for investment purposes, nor is it incorporated by reference in this Form 10-K. We make
available on this website under “Investor Relations-SEC Filings,” 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 materials to, the Securities and Exchange Commission (“SEC”).
The SEC also maintains a website at www.sec.gov that contains reports, proxy statements and other information regarding
SEC registrants, including us.

You may also find information related to our corporate governance, board committees and company code of
business conduct and ethics at our website. Among the information you can find there is the following:

= Audit Committee Charter;

= Corporate Governance Committee Charter;

= Executive Compensation Committee Charter;

=  Finance and Benefits Committee Charter;

= Mission Statement;

= Code of Business Conduct and Ethics, including our anti-corruption policy; and
= Corporate Governance Guidelines.

We intend to satisfy the requirement under Item 5.05 of Form 8-K to disclose any amendments to our Code of
Business Conduct and Ethics and any waiver from a provision of our Code of Business Conduct and Ethics by posting such
information in the Corporate Governance section of our website at www.deepwater.com.

ITEM 1A. Risk Factors

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. Oil and gas prices and market expectations of potential changes in these prices significantly affect this
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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 Africa, Russia, Western Asian
countries, 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:

=  worldwide demand for oil and gas including economic activity in the U.S. and other energy-consuming
markets;

= the ability of OPEC to set and maintain production levels and pricing;

= the level of production in non-OPEC 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 or other crises in the Middle East or other geographic areas
or further acts of terrorism in the United States, or elsewhere.

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
a dominant market share. Drilling contracts are traditionally awarded on a competitive bid basis. Intense price competition
is often the primary factor in determining which qualified contractor is awarded a 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 a dramatic effect on rig demand, and periods of excess rig supply
intensify the competition in the industry and often result in rigs being idle for long periods of time. We may be required to
idle rigs or enter into lower rate contracts in response to market conditions in the future.

During prior periods of high utilization and dayrates, industry participants have increased the supply of rigs by
ordering the construction of new units. This has typically resulted in an oversupply of drilling units and has caused a
subsequent decline in utilization and dayrates, sometimes for extended periods of time. There are numerous
high-specification rigs and jackups under contract for construction and several mid-water semisubmersibles are being
upgraded to enhance their operating capability. The entry into service of these new and upgraded units will increase supply
and could curtail a further strengthening, or trigger a reduction, in dayrates as rigs are absorbed into the active fleet. Any
further increase in construction of new drilling units would likely exacerbate the negative impact on utilization and dayrates.
Lower utilization and dayrates could adversely affect our revenues and profitability. Prolonged periods of low utilization and
dayrates could also result in the recognition of impairment charges on certain classes of our drilling rigs or our goodwill
balance if future cash flow estimates, based upon information available to management at the time, indicate that the carrying
value of these rigs, or the goodwill balance, may not be recoverable.

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, craterings, fires and natural disasters such as
hurricanes and tropical storms. In particular, the Gulf of Mexico area is subject to hurricanes and other extreme weather
conditions on a relatively frequent basis, and our drilling rigs in the region 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
drilling operations, damage to or destruction of the equipment involved and injury to or death of rig personnel. We are also
subject to personal injury and other claims by rig personnel as a result of our drilling operations. Operations also may be
suspended because of machinery breakdowns, abnormal drilling conditions, failure of subcontractors to perform or supply
goods or services, or personnel shortages. In addition, offshore drilling operations are subject to perils peculiar to marine
operations, including capsizing, grounding, collision and loss or damage from severe weather. Damage to the environment
could also result from our operations, particularly through oil spillage or extensive uncontrolled fires. 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 rights to
indemnity for all risks.

Consistent with standard industry practice, our clients generally assume, and indemnify us against, well control and
subsurface risks under dayrate contracts. These are risks associated with the loss of control of a well, such as blowout or
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cratering, the cost to regain control of or redrill the well and associated pollution. However, there can be no assurance that
these clients will be financially able to indemnify us against all these risks.

We maintain broad insurance coverage, including coverage for property damage, occupational injury and illness,
and general and marine third-party liabilities. Property damage insurance covers against marine and other perils, including
losses due to capsizing, grounding, collision, fire, lightning, hurricanes and windstorms (excluding named storms in the U.S.
Gulf of Mexico and war perils worldwide, for which we generally have no coverage), action of waves, punch-throughs,
cratering, blowouts and explosion. However, we maintain large self-insured deductibles for damage to our offshore drilling
equipment and third-party liabilities.

With respect to hull and machinery we generally maintain a $125 million deductible per occurrence, subject to a
$250 million annual aggregate deductible. In the event that the $250 million annual aggregate deductible has been exceeded,
the hull and machinery deductible becomes $10 million per occurrence. However, in the event of a total loss or a
constructive total loss of a drilling unit, then such loss is fully covered by our insurance with no deductible. For general and
marine third-party liabilities we generally maintain a $10 million per occurrence deductible on personal injury liability for
crew claims ($5 million for non-crew claims) and a $5 million per occurrence deductible on third-party property damage.
We also self insure the primary $50 million of liability limits in excess of the $5 million and $10 million per occurrence
deductibles described in the prior sentence.

Pollution and environmental risks generally are not totally insurable. If a significant accident or other event occurs
and is not fully covered by insurance or an enforceable or recoverable indemnity from a client, 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 a loss. We do not
generally have hull and machinery coverage for losses due to hurricanes in the U.S Gulf of Mexico and war perils worldwide.
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 a result, we retain the risk through
self-insurance for any losses in excess of these limits. We do not carry insurance for loss of revenue 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 risk through self-insurance 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 27, 2008, all of the rigs that we owned or operated were covered by
existing insurance policies.

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. Competition for the labor required for drilling operations, including 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 has increased, leading to shortages of qualified personnel in the industry and creating upward pressure on
wages and higher turnover. If turnover increases, we could see a reduction in the experience level of our personnel, which
could lead to higher downtime and more operating incidents, which in turn could decrease revenues and increase costs. In
response to these labor market conditions, we are increasing efforts in our recruitment, training, development and retention
programs as required to meet our anticipated personnel needs. If these labor trends continue, we may experience further
increases in costs or limits on operations.

Our labor costs and the operating restrictions under which we operate could increase as a result of collective
bargaining negotiations and changes in labor laws and regulations.

Some of our employees, most of whom work in the U.K., Nigeria and Norway, are represented by collective
bargaining agreements. In addition, some of our contracted labor work under collective bargaining agreements. Many of
these represented individuals are working under agreements that are subject to ongoing salary negotiation in 2008. These
negotiations could result in higher personnel expenses, other increased costs or increased operating restrictions. Additionally,
the unions in the U.K. have sought an interpretation of the application of the Working Time Regulations to the offshore
sector. The Tribunal has recently issued its decision and we are currently reviewing the decision to determine its potential
impact on our operations and expenses as well as to determine whether the decision should be appealed. The application of
the Working Time Regulations to the offshore sector could result in higher labor costs and could undermine our ability to
obtain a sufficient number of skilled workers in the U.K.

Our shipyard projects are subject to delays and cost overruns.

We have committed to a total of eight deepwater newbuild rig projects and two Sedco 700-series rig upgrades. We
are also discussing other potential newbuild opportunities with several of our oil and gas company and government-
controlled clients. We also have a variety of other more limited shipyard projects at any given time. These shipyard projects
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are subject to the risks of delay or cost overruns inherent in any such construction project resulting from numerous factors,
including the following:

= shipyard unavailability;

= shortages of equipment, materials or skilled labor;

= unscheduled delays in the delivery of ordered materials and equipment;

=  engineering problems, including those relating to the commissioning of newly designed equipment;
= work stoppages;

= client acceptance delays;

= weather interference or storm damage;

= 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 upgraded and newbuild units and
other rigs undergoing shipyard projects. Delays in the delivery of these units would result in delay in contract
commencement, resulting in a loss of revenue to us, and may also cause customers to terminate or shorten the term 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 a replacement contract on as favorable terms.

Our operations also rely on a 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. Recently, we
have experienced increased delivery times from vendors due to increased drilling activity worldwide and the increase in
construction and upgrade projects and have also experienced a tightening in the availability of ancillary services. We have
recently replaced our primary global logistics provider, which may result in delays and disruptions, and potentially increased
costs, in some operations. 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.

Failure to secure a drilling contract prior to deployment of two of our newbuild drillships could adversely affect
our results of operations.

In September 2007, GlobalSantaFe entered into a contract with Hyundai Heavy Industries, Ltd. for the construction
of a new drillship the delivery of which is scheduled for the third quarter of 2010. In addition, the drillship
Deepwater Pacific 2 that is being constructed by our joint venture with Pacific Drilling is scheduled for delivery in the first
quarter of 2010. We have not yet secured a drilling contract for either drillship. Historically, the industry has experienced
prolonged periods of overcapacity, during which many rigs were idle for long periods of time. Our failure to secure a drilling
contract for either rig prior to its deployment could adversely affect our results of operations.

The anticipated benefits of the Merger may not be realized, and there may be difficulties in integrating our
operations.

We merged with GlobalSantaFe on November 27, 2007, with the expectation that the Merger would result in various
benefits, including, among other things, synergies, cost savings and operating efficiencies. We may not achieve these
benefits at the levels expected or at all.

We may not be able to integrate our operations with those of GlobalSantaFe without a loss of employees, customers
or suppliers, a loss of revenues, an increase in operating or other costs or other difficulties. In addition, we may not be able to
realize the operating efficiencies, synergies, cost savings or other benefits expected from the Merger. Any unexpected delays
incurred in connection with the integration could have an adverse effect on our business, results of operations or financial
condition.

Our business has changed as a result of our recent combination with GlobalSantaFe.

Our business has changed as a result of our recent combination with GlobalSantaFe. Following the Merger, our
relative exposure to the jackup market has increased. Portions of the jackup market, including the U.S. Gulf of Mexico, have
in recent periods experienced lower dayrates than in previous periods. Additionally, as a result of the Merger, we are now
engaged in drilling management services including turnkey drilling operations and own interests in oil and gas properties,
which, as described below, will expose us to additional risks.

Our overall debt level increased as a result of the Transactions, and we may lose the ability to obtain future
financing and suffer competitive disadvantages.

We have a substantial amount of debt. As a result of the Transactions, our overall debt level increased from
approximately $3 billion at December 31, 2006, to approximately $17 billion at December 31, 2007. Our level of debt and
other obligations could have significant adverse consequences on our business and future prospects, including the following:
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= we may not be able to obtain financing in the future for working capital, capital expenditures, acquisitions, debt
service requirements or other purposes;

=  we may not be able to use operating cash flow in other areas of our business because we must dedicate a
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 which bears interest at variable rates;

= Jess levered competitors could have a 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.

We may not be successful in refinancing the remaining borrowings under our bridge loan facility, and the terms
of any refinancing may not be favorable to us.

Our bridge loan facility has a maturity of one year. Although we expect to refinance the remaining portion of this
debt on more favorable terms, such refinancing is subject to conditions in the credit markets, which are currently volatile, and
there can be no assurance that we will be successful in refinancing the remaining portion of debt or that the terms of the
refinancing will be favorable to us, which could adversely affect our results of operations or financial condition.

Our overall debt level and/or our inability to refinance the remaining borrowings under our bridge loan facility
on favorable terms could lead the credit rating agencies to lower our corporate credit ratings below currently expected
levels and possibly below investment grade.

Market conditions could prohibit us from refinancing the bridge loan facility at favorable rates and on favorable
terms, which could limit our ability to efficiently repay debt and could cause us to maintain a high level of leverage or issue
debt with unfavorable terms and conditions. This leverage level could lead the credit rating agencies to downgrade our credit
ratings below currently expected levels and possibly to non-investment grade levels. Such ratings levels could negatively
impact current and prospective customers' willingness to transact business with us. Suppliers may lower or eliminate the
level of credit provided through payment terms when dealing with us thereby increasing the need for higher levels of cash on
hand, which would decrease our ability to repay debt balances.

A loss of a major tax dispute or a successful tax challenge to our structure could result in a higher tax rate on
our worldwide earnings, which could result in a significant negative impact on our earnings and cash flows from
operations.

We are a Cayman Islands company and operate through our various subsidiaries in a number of countries throughout
the world. Consequently, we are subject to tax laws, treaties and regulations in and between the countries in which 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 a 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 a manner that is adverse to our
structure; or if we lose a 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 earnings and cash flows from operations could be materially
adversely affected. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Outlook—Tax Matters” and “—Ceritical Accounting Estimates—Income Taxes.”

A change in tax laws, treaties or regulations, or their interpretation, of any country in which we operate could
result in a higher tax rate on our worldwide earnings, which could result in a significant negative impact on our earnings
and cash flows from operations.

A change in applicable tax laws, treaties or regulations could result in a higher effective tax rate on our worldwide
earnings and such change could be significant to our financial results. One of the income tax treaties that we rely upon is
currently in the process of being renegotiated. This renegotiation will likely result in a change in the terms of the treaty that
is adverse to our tax structure, which in turn would increase our effective tax rate, and such increase could be material. We
are monitoring the progress of the treaty renegotiation with a view to determining what, if any, steps are appropriate to
mitigate any potential negative impact. One of these steps could include transactions that would result in certain subsidiaries
or the parent entity of our group of companies having a different tax residency or different jurisdiction of incorporation. We
may not be able to fully, or partially, mitigate any negative impact of this treaty renegotiation or any other future changes in
treaties that we rely upon.
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Various proposals have been made in recent years that, if enacted into law, could have an adverse impact on us.
Examples include, but are not limited to, proposals that would broaden the circumstances in which a non-U.S. company
would be considered a U.S. resident and a proposal that could limit treaty benefits on certain payments by U.S. subsidiaries to
non-U.S. affiliates. Such legislation, if enacted, could cause a material increase in our tax liability and effective tax rate,
which could result in a significant negative impact on our earnings and cash flows from operations. In addition, our income
tax returns are subject to review and examination in various jurisdictions in which we operate. See “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Outlook—Tax Matters” and “—Ciritical
Accounting Estimates—Income Taxes.”

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 a valuation allowance against the future tax
benefit for a 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 a 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 NOLSs are incurred.

In 2007, we utilized NOL carryforwards to reduce our 2007 U.S. taxable income. The NOL carryforwards utilized in
2007 included NOL carryforwards of one of our subsidiaries from periods prior to a previous merger of two of our
subsidiaries. The U.S. Internal Revenue Service (“IRS”) may take the position that the 2001 merger subjected the NOL
carryforwards to various limitations under U.S. tax laws. Ifa limitation were imposed, it could result in a portion of our NOL
carryforwards expiring unused or in our inability to fully offset taxable income with NOLs in a particular year, even though
our NOL carryforwards exceed our taxable income for the year.

We may be required to accrue additional tax liability on certain earnings.

We have not provided for deferred taxes on the unremitted earnings of certain subsidiaries that are permanently
reinvested. Should a distribution be made of the unremitted earnings of these subsidiaries, we could be required to record
additional current and deferred taxes that, if material, could have an adverse effect on our statement of financial position,
results of operations and cash flows.

Our non-U.S. operations involve additional risks not associated with our U.S. operations.

We operate in various regions throughout the world, which may expose us to political and other uncertainties,
including risks of:

= terrorist acts, war and civil disturbances;
= expropriation or nationalization of equipment; and
= the inability to repatriate income or capital.

We are protected to some extent against loss of capital assets, but generally not loss of revenue, from most of these
risks through indemnity provisions in our drilling contracts. Effective May 1, 2007, our assets are generally not insured
against risk of loss due to perils such as terrorist acts, civil unrest, expropriation, nationalization and acts of war.

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, a particular jurisdiction. These practices may adversely
affect our ability to compete.

Our non-U.S. contract drilling operations are subject to various laws and regulations in countries in which we
operate, including laws and regulations relating to the equipment and operation of drilling units, currency conversions and
repatriation, oil and gas exploration and development and taxation of offshore earnings and earnings of expatriate personnel.
We are also subject to OFAC and other U.S. laws and regulations governing our international operations. Potential investors
could view any potential violation of OFAC regulations negatively, which could adversely affect our reputation and the
market for our ordinary shares. In addition, certain U.S. states have recently enacted legislation regarding investments by
their retirement systems in companies that have business activities or contacts with countries that have been identified as
terrorist-sponsoring states, and similar legislation may be pending or introduced in other states. As a result, certain investors
may be subject to reporting requirements with respect to investments in companies such as ours or may be subject to limits or
prohibitions with respect to those investments. Failure to comply with applicable laws and regulations, including those
relating to sanctions and export restrictions, may subject us to criminal sanctions or civil remedies, including fines, denial of
export privileges, injunctions or seizures of assets. Our internal compliance program has discovered a potential OFAC
compliance issue. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Outlook—Regulatory Matters.”
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Governments in some foreign countries have become increasingly 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. 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 done by major oil companies and may continue to do so.

Another risk inherent in our operations is the possibility of currency exchange losses where revenues are received
and expenses are paid in nonconvertible currencies. We may also incur losses as a result of an inability to collect revenues
because of a shortage of convertible currency available in the country of operation.

Failure to comply with the U.S. Foreign Corrupt Practices Act could result in fines, criminal penalties, drilling
contract terminations and an adverse effect on our business.

In June 2007, GlobalSantaFe's 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 jurisdictions and whether those brokers have fully complied with the U.S. Foreign Corrupt Practices Act
(“FCPA”) and local laws. GlobalSantaFe commenced its investigation following announcements by other oilfield 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 well as another company's announced settlement
implicating a 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 disclosed its internal investigation to the U.S. Department of Justice (the “DOJ”) and the SEC and,
at their request, expanded its investigation to include the activities of its customs brokers in other West African countries and
the activities of Panalpina Inc. worldwide. The investigation is focusing on whether the brokers have fully complied with the
requirements of their contracts, local laws and the FCPA. In late November 2007, GlobalSantaFe received a subpoena from
the SEC for documents related to its investigation. In this connection, the SEC advised GlobalSantaFe that it had issued a
formal order of investigation. After the completion of the Merger, outside counsel began formally reporting directly to the
audit committee of our board of directors. Our legal representatives are keeping the DOJ and SEC apprised of the scope and
details of their investigation and producing relevant information in response to their requests.

On July 25, 2007, our legal representatives met with the DOJ in response to a notice we received requesting such a
meeting regarding our engagement of Panalpina Inc. for freight forwarding and other services in the United States and
abroad. The DOIJ has informed us that it is 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 began developing an investigative
plan which would allow us to promptly review and produce relevant and responsive information requested by the DOJ and
SEC. Subsequently, we expanded this investigation to include one of our agents for Nigeria. This investigation and the
legacy GlobalSantaFe investigation are being conducted by outside counsel who reports directly to the audit committee of
our board of directors. The investigation has focused on whether the agent and the customs brokers have fully complied with
the terms of their respective agreements, the FCPA and local laws. We prepared and presented an investigative plan to the
DOJ and have informed the SEC of the ongoing investigation. We have begun implementing the investigative plan and are
keeping the DOJ and SEC apprised of the scope and details of our investigation and are producing relevant information in
response to their requests.

We cannot predict the ultimate outcome of these investigations, 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. Our investigation includes a review of amounts paid to and by customs brokers in connection
with the obtaining of permits for the temporary importation of vessels and the clearance of goods and materials. These
permits and clearances are necessary in order for us to operate our vessels in certain jurisdictions. There is a risk that we may
not be able to obtain import permits or renew temporary importation permits in West African countries, including Nigeria, in
a manner that complies with the FCPA. As a result, we may not have the means to renew temporary importation permits for
rigs located in the relevant jurisdictions as they expire or to send goods and equipment into those jurisdictions, in which event
we may be forced to terminate the pending drilling contracts and relocate the rigs or leave the rigs in these countries and risk
permanent importation issues, either of which could have an adverse effect on our financial results. In addition, termination
of drilling contracts could result in damage claims by customers.

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.
Operating revenues may fluctuate as a function of changes in dayrate. However, costs for operating a 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 de-man those rigs 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
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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 activity 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 drilling contracts may be terminated due to a number of events.

Our customers may terminate or suspend many of our term drilling contracts without paying a termination fee under
various circumstances such as the loss or destruction of the drilling unit, downtime or impaired performance caused by
equipment or operational issues, some of which will be beyond our control, or sustained periods of downtime due to force
majeure events. Suspension of drilling contracts results in loss of the dayrate for the period of the suspension. If our
customers cancel some of our significant contracts and we are unable to secure new contracts on substantially similar terms,
it could adversely affect our results of operations. In reaction to depressed market conditions, our customers may also seek
renegotiation of firm drilling contracts to reduce their obligations.

We are subject to litigation that, if not resolved in our favor and not sufficiently insured against, could have a
material adverse effect on us.

We are subject to a variety of litigation and may be sued in additional cases. Certain of our subsidiaries are named
as defendants in numerous lawsuits alleging personal injury as a 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 a
considerable amount of time. Some of these subsidiaries that have been put on notice of potential liabilities have no assets.
Other subsidiaries are subject to litigation relating to environmental damage. We cannot predict the outcome of these 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 rise to alter ego or successor-in-interest claims against us and our asset-owning subsidiaries to the extent a
subsidiary is unable to pay a claim or insurance is not available or sufficient to cover the claims. To the extent that one or
more pending or future litigation matters are not resolved in our favor and are not covered by insurance, a material adverse
effect on our financial results and condition could result.

Turnkey drilling operations expose us to additional risks, which can adversely affect our profitability, because we
assume the risk for operational problems and the contracts are on a fixed-price basis.

We conduct most of our drilling services under dayrate drilling contracts where the customer pays for the period of
time required to drill or work over a well. However, we also enter into a significant number of turnkey contracts each year.
Our compensation under turnkey contracts depends on whether we successfully drill to a specified depth or, under some of
the contracts, complete the well. Unlike dayrate contracts, where ultimate control is exercised by the customer, we are
exposed to additional risks when serving as a turnkey drilling contractor because we make all critical decisions. Under a
turnkey contract, the amount of our compensation is fixed at the amount we bid to drill the well. Thus, we will not be paid if
operational problems prevent performance unless we choose to drill a new well at our expense. Further, we must absorb the
loss if problems arise that cause the cost of performance to exceed the turnkey price. Given the complexities of drilling a
well, it is not unusual for unforeseen problems to arise. We do not generally insure against risks of unbudgeted costs
associated with turnkey drilling operations. By contrast, in a dayrate contract, the customer retains most of these risks. As a
result of the additional risks we assume in performing turnkey contracts, costs incurred from time to time exceed revenues
earned. Accordingly, in prior quarters, GlobalSantaFe incurred losses on certain of its turnkey contracts, and we can expect
that will continue to be the case in the future. Depending on the size of these losses, they may have a material adverse affect
on the profitability of our drilling management services business in a given period.

Turnkey drilling operations are contingent on our ability to win bids and on rig availability, and the failure to
win bids or obtain rigs for any reason may have a material adverse effect on the results of operations of our drilling
management services business.

Our results of operations from our drilling management services business may be limited by certain factors,
including our ability to find and retain qualified personnel, to hire suitable rigs at acceptable rates, and to obtain and
successfully perform turnkey drilling contracts based on competitive bids. Our ability to obtain turnkey drilling contracts is
largely dependent on the number of these contracts available for bid, which in turn is influenced by market prices for oil and
natural gas, among other factors. Furthermore, our ability to enter into turnkey drilling contracts may be constrained from
time to time by the availability of our or third-party drilling rigs. Constraints on the availability of rigs may cause delays in
our drilling management projects and a reduction in the number of projects that we can complete overall, which could have
an adverse effect on the results of operations of our drilling management services business.
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Public health threats could have a material adverse effect on our operations and our financial results.

Public health threats, such as the bird flu, Severe Acute Respiratory Syndrome, and other highly communicable
diseases, outbreaks of which have already occurred in various parts of the world in which we operate, could adversely impact
our operations, the operations of our clients 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 drilling 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, requiring
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 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 a 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 a material
adverse effect on our consolidated statement of financial position, results of operations or cash flows.

We have generally been able to obtain some degree of contractual indemnification pursuant to which our clients
agree to protect and indemnify us against liability for pollution, well and environmental damages; however, there is no
assurance that we can obtain such indemnities in all of our contracts or that, in the event of extensive pollution and
environmental damages, our clients will have the financial capability to fulfill their contractual obligations to us. Also, these
indemnities may not be enforceable in all instances.

Our ability to operate our rigs in the U.S. Gulf of Mexico could be restricted by governmental regulation.

Hurricanes Ivan, Katrina and Rita caused damage to a number of rigs in the U.S. Gulf of Mexico fleet, and rigs that
were moved off location by the storms may have damaged platforms, pipelines, wellheads and other drilling rigs during their
movements. The Minerals Management Service of the U.S. Department of the Interior (“MMS”) has conducted hearings and
is undertaking studies to determine methods to prevent or reduce the number of such incidents in the future. In 2006, the
MMS issued interim guidelines requiring that semisubmersibles operating in the U.S. Gulf of Mexico assess their mooring
systems against stricter criteria. In 2007 additional guidelines were issued which impose stricter criteria, requiring rigs to
meet 25-year storm conditions. Although all of our semisubmersibles currently operating in the U.S. Gulf of Mexico meet
the 2007 requirements, these guidelines may negatively impact our ability to operate other semisubmersibles in the U.S. Gulf
of Mexico in the future. Moreover, the MMS may issue additional regulations that could increase the cost of operations or
reduce the area of operations for our rigs in the future, thus reducing their marketability. Implementation of additional MMS
regulations may subject us to increased costs or limit the operational capabilities of our rigs and could materially and
adversely affect our operations in the U.S. Gulf of Mexico.

Acts of terrorism and social unrest could affect the markets for drilling services.

Acts of terrorism and social unrest, brought about by world political events or otherwise, have caused instability in
the world’s 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. government regulations may effectively preclude us from actively engaging in business
activities in certain countries. These regulations could be amended to cover countries where we currently operate or where
we may wish to operate in the future.

We are subject to anti-takeover provisions.

Our articles of association contain provisions that could prevent or delay an acquisition of the company by means of
a tender offer, a proxy contest or otherwise. These provisions may also adversely affect prevailing market prices for our
ordinary shares. These provisions, among other things:

= classify our board into three classes of directors, each of which serve for staggered three-year periods;

= provide that our board may designate the terms of any new series of preference shares;

= provide that any sharecholder who wishes to propose any business or to nominate a person or persons for
election as director at any annual meeting may only do so if advance notice is given to the Secretary of
Transocean,;
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= provide that the exact number of directors on our board can be set from time to time by a majority of the whole
board of directors and not by our shareholders, subject to a minimum of two and a maximum of 14;

= provide that directors can be removed from office only for cause, as defined in our articles of association, by the
affirmative vote of the holders of the issued shares generally entitled to vote;

= provide that any vacancy on the board of directors will be filled by the affirmative vote of the remaining
directors and not by the shareholders; provided, however, that during the period until November 27, 2009, if the
vacancy relates to a director who was a Transocean director prior to the Merger, then the vacancy will be filled
by the other Transocean directors, and if the vacancy relates to a director who was a GlobalSantaFe director
prior to the Merger, then the vacancy will be filled by the other GlobalSantaFe directors;

= provide that any action required or permitted to be taken by the holders of ordinary shares must be taken at a
duly called annual or extraordinary general meeting of shareholders unless taken by written consent of all
holders of ordinary shares;

= provide that only a majority of the directors may call extraordinary general meetings of the 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 a shareholder that,
together with its affiliates and associates, beneficially, directly or indirectly, owns 15 percent or more of our
issued voting shares.

Our board of directors is comprised of seven persons who were designated by Transocean and seven persons who
were designated by GlobalSantaFe prior to completing the Merger. Under our articles of association, at each annual general
meeting held during the two years following the completion of the Merger, each such director whose term expires during
such period will be nominated for re-election (or another person selected by the applicable group of directors will be
nominated for election) to our board of directors.

ITEM 1B. Unresolved Staff Comments

None

ITEM 2.  Properties
The description of our property included under “Item 1. Business” is incorporated by reference herein.

We maintain offices, land bases and other facilities worldwide, including our principal executive offices in Houston,
Texas and regional operational offices in the U.S., France and Singapore. Our remaining offices and bases are located in
various countries in North America, South America, the Caribbean, Europe, Africa, Russia, the Middle East, India, the Far
East and Australia. We lease most of these facilities.

Through the Merger, we acquired Challenger Minerals Inc. and Challenger Minerals (North Sea) Limited
(collectively, “CMI”), formerly wholly-owned subsidiaries of GlobalSantaFe. CMI conducts oil and gas activities and holds
property interests primarily in the U.S. offshore Louisiana and Texas and in the U.K. sector of the North Sea.

ITEM 3.  Legal Proceedings

Several of our subsidiaries have been named, along with numerous unaffiliated defendants, in several complaints
that have been filed in the Circuit Courts of the State of Mississippi involving approximately 750 plaintiffs that allege
personal injury arising out of asbestos exposure in the course of their employment by some of these defendants between 1965
and 1986. The complaints also name as defendants certain of TODCQO’s subsidiaries to which we may owe indemnity.
Further, the complaints name other unaffiliated defendant companies, including companies that allegedly manufactured
drilling related products containing asbestos. The complaints allege that the defendant drilling contractors used those
asbestos-containing products in offshore drilling operations, land based drilling operations and in drilling structures, drilling
rigs, vessels and other equipment and assert claims based on, among other things, negligence and strict liability, and claims
authorized under the Jones Act. The plaintiffs generally seek awards of unspecified compensatory and punitive damages.
We have not been provided with sufficient information to determine the number of plaintiffs who claim to have been exposed
to asbestos aboard our rigs, whether they were employees, their period of employment, the period of their alleged exposure to
asbestos, or their medical condition, and we have not entered into any settlements with any plaintiffs. Accordingly, we are
unable to estimate our potential exposure in these lawsuits. We historically have maintained insurance which we believe will
be available to address any liability arising from these claims. We intend to defend these lawsuits vigorously, but there can
be no assurance as to their ultimate outcome.

One of our subsidiaries is involved in an action with respect to a customs matter relating to the Sedco 710
semisubmersible drilling rig. Prior to our merger with Sedco Forex, this drilling rig, which was working for Petrobras in
Brazil at the time, had been admitted into the country on a temporary basis under authority granted to a Schlumberger entity.
Prior to the Sedco Forex merger, the drilling contract with Petrobras was transferred from the Schlumberger entity to an
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entity that would become one of our subsidiaries, but Schlumberger did not transfer the temporary import permit to any of
our subsidiaries. In early 2000, the drilling contract was extended for another year. On January 10, 2000, the temporary
import permit granted to the Schlumberger entity expired, and renewal filings were not made until later that January. In
April 2000, the Brazilian customs authorities cancelled the temporary import permit. The Schlumberger entity filed an action
in the Brazilian federal court of Campos for the purpose of extending the temporary admission. Other proceedings were also
initiated in order to secure the transfer of the temporary admission to our subsidiary. Ultimately, the court permitted the
transfer of the temporary admission from Schlumberger to our subsidiary but did not rule on whether the temporary
admission could be extended without the payment of a financial penalty. During the first quarter of 2004, the Brazilian
customs authorities issued an assessment totaling approximately $133 million against our subsidiary.

The first level Brazilian court ruled in April 2007 that the temporary admission granted to our subsidiary had
expired which allowed the Brazilian customs authorities to execute on their assessment. Following this ruling, the Brazilian
customs authorities issued a revised assessment against our subsidiary. As of February 15, 2008, the U.S. dollar equivalent
of this assessment was approximately $222 million in aggregate. We are not certain as to the basis for the increase in the
amount of the assessment, and in September 2007, we received a temporary ruling in our favor from a Brazilian federal court
that the valuation method used by the Brazilian customs authorities was incorrect. This temporary ruling was confirmed in
January 2008 by a local court, but it is still subject to review at the appellate levels in Brazil. We intend to continue to
aggressively contest this matter and we have appealed the first level Brazilian court’s ruling to a higher level court in Brazil.
There may be further judicial or administrative proceedings that result from this matter. While the court has granted us the
right to continue our appeal without the posting of a bond, it is possible that we may be required to post a bond for up to the
full amount of the assessment in connection with these proceedings. We have also put Schlumberger on notice that we
consider any assessment to be solely the responsibility of Schlumberger, not our subsidiary. Nevertheless, we expect that the
Brazilian customs authorities will continue to seek to recover the assessment solely from our subsidiary, not Schlumberger.
Schlumberger has denied any responsibility for this matter, but remains a party to the proceedings. We do not expect the
liability, if any, resulting from this matter to have a material adverse effect on our consolidated statement of financial
position, results of operations or cash flows.

In the third quarter of 2006, we received tax assessments of approximately $130 million from the state tax
authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for customs taxes on equipment imported into
the state in connection with our operations. The assessments resulted from a preliminary finding by these authorities that our
subsidiary’s 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 9, 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 a result, we filed an appeal on September 27, 2007 to the state Taxpayer’s
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 a material adverse effect on our consolidated statement of financial position, results
of operations or cash flows.

One of our subsidiaries is involved in lawsuits arising out of the subsidiary’s 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,
fundings from settlements with the primary insurers and funds received from the cancellation of certain insurance policies.
The subsidiary has been named as a defendant, along with numerous other companies, in lawsuits alleging personal injury as
a result of exposure to asbestos. As of December 31, 2007, the subsidiary was a defendant in approximately 1,041 lawsuits
with 102 filed during 2007. Some of these lawsuits include multiple plaintiffs and we estimate that there are approximately
3,380 plaintiffs in these lawsuits. For many of these lawsuits against the subsidiary, 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, 2007, the amounts expended to resolve claims (including both attorneys’ fees
and expenses, and settlement costs) have not been material, and all the deductibles with respect to the primary insurance have
been satisfied. The subsidiary continues to be named as a defendant in additional lawsuits and we cannot predict the number
of additional cases in which it may be named a 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. 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 insurance and funds from the settlements of litigation with insurance carriers available to respond to these claims.
While we cannot predict or provide assurance as to the final outcome of these matters, we do not believe the current value of
the claims where we have been identified will have a material impact on our consolidated statement of financial position,
results of operations or cash flows.

We are involved in various tax matters as described in "[tem 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Outlook—Tax Matters" and various regulatory matters as described in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Outlook—Regulatory Matters.”
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We are 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. We are also involved in a number of other lawsuits, including a dispute for municipal tax
payments in Brazil and a 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 a 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 management’s current estimates.

Environmental Matters

We 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 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 a PRP in connection with a site located in Santa Fe Springs, 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 a consent decree, which has now been entered by the court. The parties to the settlement have entered
into a 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.

We have also been named as a PRP in connection with a site in California known as the Casmalia Resources Site.
We and other PRPs have entered into an agreement with the EPA and the DOJ to resolve potential liabilities. Under the
settlement, we are not likely to owe any substantial additional amounts for this site beyond what we have already paid. There
are additional potential liabilities related to this site, but these cannot be quantified at this time, and we have no reason at this
time to believe that they will be material.

We have been named as one of many PRPs in connection with a site located in Carson, California, formerly
maintained by Cal Compact Landfill. On February 15, 2002, we were served with a required 90-day notification that eight
California cities, on behalf of themselves and other PRPs, intend to commence an action against us under the Resource
Conservation and Recovery Act (“RCRA”). On April 1, 2002, a complaint was filed by the cities against us and others
alleging that we have liabilities in connection with the site. However, the complaint has not been served. The site was closed
in or around 1965, and we do not have sufficient information to enable us to assess our potential liability, if any, for this site.

One of our subsidiaries has recently been ordered by the California Regional Water Quality Control Board to
develop a testing plan for a site known as Campus 1000 Fremont in Alhambra, 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, the cost of which is expected to be in the range of $200,000. We have also been advised that one or more of our
subsidiaries is likely to be named by the EPA as a PRP for the San Gabriel Valley, Area 3, Superfund site, which includes
this property. 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 a responsible party. The subsidiaries in question do not own any operating
assets and have limited ability to respond to any liabilities.

One of our subsidiaries has been requested to contribute approximately $140,000 toward remediation costs of the
Environmental Protection Corporation (“EPC”) Eastside Disposal Facility near Bakersfield, California, by a company that
has taken responsibility for site remediation from the California Department of Toxic Substances Control. Our subsidiary is
alleged to have been a small contributor of the wastes that were improperly disposed by EPC at the site. We have undertaken
an investigation as to whether our subsidiary is a liable party, what the total remediation costs may be and the amount of
waste that may have been contributed by other parties. Until that investigation is complete we are unable to assess our
potential liability, if any, for this site.

Resolutions of other claims 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;
=  appropriate investigatory and/or remedial actions; and
= allocation of the costs of such activities among the PRPs and other site users.
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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
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 a 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 a lawsuit filed on behalf of
three landowners in Louisiana in the 12" Judicial District Court for the Parish of Avoyelles, State of Louisiana. The lawsuit
named nineteen other defendants, all of which were alleged to have contaminated the plaintiffs’ property with naturally
occurring radioactive material, produced water, drilling fluids, chlorides, hydrocarbons, heavy metals and other contaminants
as a result of oil and gas exploration activities. Experts retained by the plaintiffs issued a 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 Corporation as a defendant in the lawsuit under
the “single business enterprise” 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, which is also 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 United States 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 Corporation and two
other subsidiaries in the lawsuit. We believe that these legal theories should not be applied against GlobalSantaFe
Corporation or these other two subsidiaries, and that in any event the manner in which the parent and its subsidiaries
conducted their businesses does not meet the requirements of these theories for imposition of liability. The codefendant also
seeks to dismiss the bankruptcies. The efforts to assert alter ego and single business enterprise theory claims against
GlobalSantaFe Corporation were rejected by the Court in Avoyelles Parish and the lawsuit against the other defendant went
to trial on February 19, 2007. The action was resolved at trial with a settlement by the codefendant that included a $20
million payment and certain cleanup activities to be conducted by the codefendant. The settlement also purported to assign
the plaintiffs’ claims in the lawsuit against our subsidiary and other parties, including GlobalSantaFe Corporation and the
other two subsidiaries, to the codefendant.

In the bankruptcy case, our subsidiary has filed suit to obtain declaratory and injunctive relief against the
codefendant concerning the matters described above and GlobalSantaFe Corporation has intervened in the matter. The
codefendant is seeking to dismiss the bankruptcy case and a modification of the automatic stay afforded under the
Bankruptcy Code to our subsidiary and its parent so that the codefendant may pursue the entities and GlobalSantaFe
Corporation for contribution and indemnity and the purported assigned rights from the plaintiffs in the lawsuit including the
alter ego and single business enterprise claims and potential insurance rights. On February 15, 2008, the Bankruptcy Court
denied the codefendant’s 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 Bankruptcy
Court will hold a hearing to determine the forum where these actions may proceed. The Bankruptcy Court did not address
the codefendant’s pending claims against GlobalSantaFe Corporation and the other two subsidiaries, which will also be the
subject of a future hearing. The Bankruptcy Court also denied the debtors’ requests for preliminary declaratory and
injunctive relief.

In addition, the codefendant has filed proofs of claim against both our subsidiary and its parent with regard to its
claims arising out of the settlement agreement, including recovery of the settlement funds and remediation costs and damages
for the purported assigned claims. A Motion for Partial Summary Judgment seeking annulment and dismissal of the
codefendant’s proofs of claim has also been filed by the debtors and remains pending. Our subsidiary, its parent and
GlobalSantaFe Corporation intend to continue to vigorously defend against any action taken in an attempt to impose liability
against them under the theories discussed above or otherwise and believe they have good and valid defenses thereto. We are
unable to determine the value of these claims as of the date of the Merger. We do not believe that these claims will have a
material impact on our consolidated statement of financial position, results of operations or cash flows.
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ITEM 4.  Submission of Matters to a Vote of Security Holders

At a meeting of shareholders of Transocean Inc. held on November 9, 2007, 216,923,167 shares were presented in
person or by proxy out of 290,802,547 shares outstanding and entitled to vote as of the record date, constituting a quorum.
The matters submitted to a vote of shareholders, as set forth in our proxy statement relating to the meeting, and the
corresponding voting results were as follows:

(1) With respect to the approval of a scheme of arrangement providing for the Reclassification, the following
number of votes were cast:

Against /
For authority withheld Abstain
213,967,649 938,988 2,016,530

(i) With respect to the approval of the issuance of our ordinary shares to GlobalSantaFe shareholders in the
Merger, the following number of votes were cast:

Against /
For authority withheld Abstain
213,970,926 1,038,212 1,914,029

(ii1) With respect to the approval of the amendment and restatement of our memorandum of association and articles
of association, the following number of votes were cast:

Against /
For authority withheld Abstain
213,957,432 1,017,437 1,948,298
Executive Officers of the Registrant
Age as of
Officer Office February 27, 2008
Robert L. Long........ccecueee. Chief Executive Officer 62
Jon A. Marshall.................... President and Chief Operating Officer 56
Jean P. Cahuzac ................... Executive Vice President, Assets 54
Steven L. Newman............... Executive Vice President, Performance 43
Eric B. Brown ........ccccoeeeniee. Senior Vice President and General Counsel 56
Gregory L. Cauthen ............. Senior Vice President and Chief Financial Officer 50
David J. Mullen.................... Senior Vice President, Marketing and Planning 50
Cheryl D. Richard................. Senior Vice President, Human Resources and 51
Information Technology

John H. Briscoe................... Vice President and Controller 50

The officers of the Company are elected annually by the board of directors. There is no family relationship between
any of the above-named executive officers.

Robert L. Long is Chief Executive Officer and a member of the board of directors of the Company. Mr. Long
served as President and Chief Executive Officer of the Company and a member of the board of directors from October 2002
to October 2006, at which time he relinquished the position of President. Mr. Long served as President of the Company from
December 2001 to October 2002. Mr. Long served as Chief Financial Officer of the Company from August 1996 until
December 2001. Mr. Long served as Senior Vice President of the Company from May 1990 until the time of the
Sedco Forex merger, at which time he assumed the position of Executive Vice President. Mr. Long also served as Treasurer
of the Company from September 1997 until March 2001. Mr. Long has been employed by the Company since 1976 and was
elected Vice President in 1987.

Jon A. Marshall is President and Chief Operating Officer and a member of the board of directors of the Company.
Mr. Marshall served as a director and Chief Executive Officer of GlobalSantaFe from May 2003 until November 2007, when
GlobalSantaFe merged with a subsidiary of the Company. Mr. Marshall served as the Executive Vice President and Chief
Operating Officer of GlobalSantaFe from November 2001 until May 2003. From 1998 to November 2001, Mr. Marshall was
employed with Global Marine Inc. (which merged into a subsidiary of Santa Fe International Corporation, which was
renamed GlobalSantaFe Corporation in the merger), where he held the same position. Prior to that, Mr. Marshall served as
President of several Global Marine operating subsidiaries. Mr. Marshall joined Global Marine in 1979 and held numerous
operational and managerial positions before his promotion to President.
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Jean P. Cahuzac is Executive Vice President, Assets of the Company. Mr. Cahuzac served as President of the
Company from October 2006 to November 2007, at which time he assumed his current position. Mr. Cahuzac served as
Executive Vice President and Chief Operating Officer of the Company from October 2002 to October 2006 and Executive
Vice President, Operations of the Company from February 2001 until October 2002. Mr. Cahuzac served as President of
Sedco Forex from January 1999 until the time of the Sedco Forex merger, at which time he assumed the positions of
Executive Vice President and President, Europe, Middle East and Africa with the Company. Mr. Cahuzac served as Vice
President-Operations Manager of Sedco Forex from May 1998 to January 1999, Region Manager-Europe, Africa and CIS of
Sedco Forex from September 1994 to May 1998 and Vice President/General Manager-North Sea Region of Sedco Forex
from February 1994 to September 1994. He had been employed by Schlumberger Limited since 1979.

Steven L. Newman is Executive Vice President, Performance of the Company. Mr. Newman served as Executive
Vice President and Chief Operating Officer from October 2006 to November 2007 and Senior Vice President of Human
Resources and Information Process Solutions from May 2006 to October 2006. He served as Senior Vice President of
Human Resources, Information Process Solutions and Treasury from March 2005 to May 2006. Mr. Newman served as Vice
President of Performance and Technology of the Company from August 2003 until March 2005. Mr. Newman served as
Region Manager, Asia Australia from May 2001 until August 2003. From December 2000 to May 2001, Mr. Newman
served as Region Operations Manager of the Africa-Mediterranean Region of the Company. From April 1999 to
December 2000, Mr. Newman served in various operational and marketing roles in the Africa-Mediterranean and U.K. region
offices. Mr. Newman has been employed by the Company since 1994.

Eric B. Brown is Senior Vice President and General Counsel of the Company. Mr. Brown served as Vice President
and General Counsel of the Company since February 1995 and Corporate Secretary of the Company from September 1995
until October 2007. He assumed the position of Senior Vice President in February 2001. Prior to assuming his duties with
the Company, Mr. Brown served as General Counsel of Coastal Gas Marketing Company.

Gregory L. Cauthen is Senior Vice President and Chief Financial Officer of the Company. He was also Treasurer of
the Company until July 2003. Mr. Cauthen served as Vice President, Chief Financial Officer and Treasurer from
December 2001 until he was elected in July 2002 as Senior Vice President. Mr. Cauthen served as Vice President, Finance
from March 2001 to December 2001. Prior to joining the Company, he served as President and Chief Executive Officer of
WebCaskets.com, Inc., a provider of death care services, from June 2000 until February 2001. Prior to June 2000, he was
employed at Service Corporation International, a provider of death care services, where he served as Senior Vice President,
Financial Services from July 1998 to August 1999, Vice President, Treasurer from July 1995 to July 1998, was assigned to
various special projects from August 1999 to May 2000 and had been employed in various other positions since
February 1991.

David J. Mullen is Senior Vice President, Marketing and Planning of the Company. Mr. Mullen served as Vice
President of the Company’s North and South America Unit from January 2005 to October 2006, when he assumed his present
position. From May 2001 to January 2005, Mr. Mullen was President of Schlumberger Oilfield Services for North and South
America, and Mr. Mullen served as the Company’s Vice President of Human Resources from January 2000 to May 2001.
Prior to joining the Company at the time of our merger with Sedco Forex, Mr. Mullen served in a variety of roles with
Schlumberger Limited, where he had been employed since 1983.

Cheryl D. Richard is Senior Vice President, Human Resources and Information Technology of the Company.
Ms. Richard served as Senior Vice President, Human Resources of GlobalSantaFe from June 2003 until the date of the
Merger. Ms. Richard was Vice President, Human Resources, with Chevron Phillips Chemical Company from 2000 to
June 2003, prior to which she served in a variety of positions with Phillips Petroleum Company (now ConocoPhillips),
including operational, commercial and international positions.

John H. Briscoe is Vice President and Controller of the Company. Mr. Briscoe served as Vice President, Audit and
Advisory Services from June 2007 to October 2007 and Director of Investor Relations and Communications from
January 2007 to June 2007. From June 2005 to January 2007, Mr. Briscoe served as Finance Director for the Company’s
North and South America Unit. Prior to joining the Company in June 2005, Mr. Briscoe served as Vice President of
Accounting for Ferrellgas Inc. from July 2003 to June 2005, Vice President of Administration from June 2002 to July 2003
and Division Controller from June 1997 to June 2002. Prior to working for Ferrellgas, Mr. Briscoe 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.
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PART II

ITEMS.  Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of Equity
Securities

Our ordinary shares are listed on the New York Stock Exchange (the “NYSE”) under the symbol “RIG.” The
following table sets forth the high and low sales prices of our ordinary shares for the periods indicated as reported on the
NYSE Composite Tape.

Price
High Low

2006

First qUarter (2) .......cooeeveeeveeeeieeececeeeeeeee e $ 84.29 $ 70.05

Second qUATtEr (2).....eevveeveeeerieiiereereeee e 90.16 70.75

Third qUArter (2)........ccecvevvverieeiieeiereere e 81.63 64.52

Fourth quarter (8).......ccooeveveeerienieieee e 84.23 65.57
2007

First qUarter () .......ceeeveveveeererieeereeeeeeeeeeeveeeeeveens $ 83.20 $ 72.47

Second qUArter (2)......coeerveereeeieeienieneee e 109.20 80.50

Third qUATEr (2)....ccveeveeeeeieeeeieerieeie e 120.88 92.61

Fourth qUarter ...........ocevvveiiivieieeieeeeeeeeeeeee e 149.62 107.37

(a) The stock prices presented reflect the historical market prices and have not been restated to reflect the effects of the
Reclassification or the Merger.

On February 22, 2008, the last reported sales price of our ordinary shares on the NYSE Composite Tape was
$137.96 per share. On such date, there were 5,250 holders of record of our ordinary shares and 317,748,270 ordinary shares
outstanding.

On November 27, 2007, each of our ordinary shares outstanding at the time of the Reclassification was reclassified
by way of a scheme of arrangement under Cayman Islands law into 0.6996 of our ordinary shares and $33.03 in cash. The
closing price of our ordinary shares on November 26, 2007, the last trading day before the completion of the Transactions,
was $129.39. The opening price of our ordinary shares on November 27, 2007, after the completion of the Transactions, was
$133.38.

Although our shareholders received cash in the Reclassification, we did not declare or pay a cash dividend in either
of the two most recent fiscal years. Any future declaration and payment of any cash dividends will (1) depend on our results
of operations, financial condition, cash requirements and other relevant factors, (2) be subject to the discretion of the board of
directors, (3) be subject to restrictions contained in our credit facilities and other debt covenants and (4) be payable only out
of our profits or share premium account in accordance with Cayman Islands law.

There is currently no reciprocal tax treaty between the Cayman Islands and the United States. Under current
Cayman Islands law, there is no withholding tax on dividends.

We are a Cayman Islands exempted company. Our authorized share capital is $13,000,000, divided into
800,000,000 ordinary shares, par value $0.01, and 50,000,000 preference shares, par value $0.10, of which shares may be
designated and created as shares of any other classes or series of shares with the respective rights and restrictions determined
by action of our board of directors. On February 27, 2008, no preference shares were outstanding.

The holders of ordinary shares are entitled to one vote per share other than on the election of directors.

With respect to the election of directors, each holder of ordinary shares entitled to vote at the election has the right to
vote, in person or by proxy, the number of shares held by him for as many persons as there are directors to be elected and for
whose election that holder has a right to vote. The directors are divided into three classes, with only one class being up for
election each year. Although our articles of association contemplate that directors are elected by a plurality of the votes cast
in the election, we have adopted a majority vote policy in the election of directors as part of our Corporate Governance
Guidelines. This policy provides that the board may nominate only those candidates for director who have submitted an
irrevocable letter of resignation which would be effective upon and only in the event that (1) such nominee fails to receive a
sufficient number of votes from shareholders in an uncontested election and (2) the board accepts the resignation. If a
nominee who has submitted such a letter of resignation does not receive more votes cast for than against the nominee’s
election, the Corporate Governance Committee must promptly review the letter of resignation and recommend to the board
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whether to accept the tendered resignation or reject it. The board must then act on the Corporate Governance Committee’s
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 nominee’s resignation letter in a Form 8-K furnished to the SEC or other
broadly disseminated means of communication. Cumulative voting for the election of directors is prohibited by our articles
of association.

There are no limitations imposed by Cayman Islands law or our articles of association on the right of nonresident
shareholders to hold or vote their ordinary shares.

The rights attached to any separate class or series of shares, unless otherwise provided by the terms of the shares of
that class or series, may be varied only with the consent in writing of the holders of all of the issued shares of that class or
series or by a special resolution passed at a separate general meeting of holders of the shares of that class or series. The
necessary quorum for that meeting is the presence of holders of at least a majority of the shares of that class or series. Each
holder of shares of the class or series present, in person or by proxy, will have one vote for each share of the class or series of
which he is the holder. Outstanding shares will not be deemed to be varied by the creation or issuance of additional shares
that rank in any respect prior to or equivalent with those shares.

Under Cayman Islands law, some matters, like altering the memorandum or articles of association, changing the
name of a company, voluntarily winding up a company or resolving to be registered by way of continuation in a jurisdiction
outside the Cayman Islands, require approval of shareholders by a special resolution. A special resolution is a resolution
(1) passed by the holders of two-thirds of the shares voted at a general meeting or (ii) approved in writing by all shareholders
entitled to vote at a general meeting of the company.

The presence of shareholders, in person or by proxy, holding at least a majority of the issued shares generally
entitled to vote at a meeting, is a quorum for the transaction of most business. However, different quorums are required in
some cases to approve a change in our articles of association.

Our board of directors is authorized, without obtaining any vote or consent of the holders of any class or series of
shares unless expressly provided by the terms of issue of that class or series, to provide from time to time for the issuance of
classes or series of preference shares and to establish the characteristics of each class or series, including the number of
shares, designations, relative voting rights, dividend rights, liquidation and other rights, redemption, repurchase or exchange
rights and any other preferences and relative, participating, optional or other rights and limitations not inconsistent with
applicable law.

Our articles of association contain provisions that could prevent or delay an acquisition of our Company by means
of a tender offer, proxy contest or otherwise. See “Item 1A. Risk Factors—We are subject to anti-takeover provisions.”

The foregoing description is a summary. This summary is not complete and is subject to the complete text of our
memorandum and articles of association. For more information regarding our ordinary shares and our preference shares, see
our Current Report on Form §-K dated May 14, 1999, as amended by our Current Report on Form 8-K/A filed on
November 27, 2007, and our memorandum and articles of association. Our memorandum and articles of association are filed
as exhibits to this annual report.

Issuer Purchases of Equity Securities

Maximum Number
(or Approximate Dollar

Total Number of Shares Value) of Shares that May

Total Number Average Price Purchased as Part of Yet Be Purchased Under

of Shares Paid Per Publicly Announced the Plans or Programs (2)
Period Purchased (1) Share Plans or Programs (2) (in millions)
October 2007 ............ — $ — — 600
November 2007 ....... 203,333 133.82 — 600
December 2007 1,636 136.61 — 600
o] | 204,969 $ 133.84 — 600

€)) Total number of shares purchased in the fourth quarter of 2007 consists of shares withheld by us in satisfaction of

withholding taxes due upon the vesting of restricted shares granted to our employees under our Long-Term Incentive
Plan to pay withholding taxes due upon vesting of a restricted share award.

2) In May 2006, our board of directors authorized an increase in the amount of ordinary shares which may be
repurchased pursuant to our share repurchase program to $4.0 billion from $2.0 billion, which was previously
authorized and announced in October 2005. The shares may be repurchased from time to time in open market or
private transactions. The repurchase program does not have an established expiration date and may be suspended or
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discontinued at any time. Under the program, repurchased shares are retired and returned to unissued status. From
inception through December 31, 2007, we have repurchased a total of 46.9 million of our ordinary shares at a total
cost of $3.4 billion. We do not currently expect to make any additional share repurchases under the program in the
near future.

ITEM 6. Selected Financial Data

The selected financial data as of December 31, 2007 and 2006 and for each of the three years in the period ended
December 31, 2007 has been derived from the audited consolidated financial statements included in “Item 8. Financial
Statements and Supplementary Data.” The selected financial data as of December 31, 2005, 2004 and 2003, and for the years
ended December 31, 2004 and 2003 has been derived from audited consolidated financial statements not included herein.
The following data should be read in conjunction with “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the audited consolidated financial statements and the notes thereto included under
“Item 8. Financial Statements and Supplementary Data.”

We consolidated TODCO in our financial statements as a business segment through December 16, 2004 and that
portion of TODCO that we did not own was reported as minority interest in our consolidated statements of operations and
balance sheet. Our ownership and voting interest in TODCO declined to approximately 22 percent on that date and we no
longer consolidated TODCO in our financial statements but accounted for our remaining investment using the equity method
of accounting.

In May 2005 and June 2005, respectively, we completed a public offering and a sale of TODCO common stock
pursuant to Rule 144 under the Securities Act of 1933, as amended (respectively referred to as the “May Offering” and the
“June Sale”). After the May Offering, we accounted for our remaining investment using the cost method of accounting. As a
result of the June Sale, we no longer own any shares of TODCO’s common stock.

In November 2007, we completed our merger with GlobalSantaFe and identified the Company as the acquirer in a
purchase business combination for accounting purposes. 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 include approximately one month of operating results and cash flows for the combined
company. Per share amounts for all periods have been adjusted for the Reclassification. The Reclassification was accounted
for as a reverse stock split and a dividend, which requires restatement of historical weighted average shares outstanding and
historical earnings per share for prior periods.

Years ended December 31,
2007 2006 2005 2004 2003
(In millions, except per share data)

Statement of operations data

Operating TEVENUES...........cooveverereerieeeiereeeeeeseeseseseseeeenns $ 6377 $ 3,882 $ 2,892 $ 2614 $ 2,434
Operating iNCOME .......c.eeiveeeieieriieiieene e eee e 3,239 1,641 720 328 240
NEt INCOME (B)..vveevreeieiieeiieeriieeriieeieeerieeeeeereeereeeree e 3,131 1,385 716 152 19
Earnings per share
BaSIC et § 14.65 $ 632 $ 3.13 $ 0.68 $ 0.08
Diluted ..o $ 14.14 $§ 6.10 $ 3.03 $ 0.67 $ 0.08
Balance sheet data (at end of period)
TOtal @SSELS...cuveeiririirierieieeee e $ 34,364 $ 11,476 $ 10,457 $ 10,758 $ 11,663
Debt due within one year ..........cccoeeveeeenveniieieeieeienenn 6,172 95 400 19 46
Long-term debt..........cccovevininiininininicicecceces 11,085 3,203 1,197 2,462 3,612
Total shareholders’ equity........ccceeeeveerienieeeeienieenn 12,566 6,836 7,982 7,393 7,193
Other financial data
Cash provided by operating activities ................cocv...... $ 3073 $ 1,237 $§ 84 § 600 § 525
Cash provided by (used in) investing activities............. (5,677) (415) 169 551 (445)
Cash provided by (used in) financing activities ............ 3,378 (800) (1,039) (1,174) (820)
Capital expenditures..........ccvevveeieeieeienienieeieeie e 1,380 876 182 127 494
Operating MAargin ........c..ccveeeerreerreereeeeneeseesseenseenenenns 51% 42% 25% 13% 10%

(a) In the year ended December 31, 2003, we recorded a cumulative effect of an accounting change in the amount of $1
million, with no effect on basic or diluted earnings per share.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following information should be read in conjunction with the information contained in “Item 1. Business,”
“Item 1A. Risk Factors” and the audited consolidated financial statements and the notes thereto included under “Item 8.
Financial Statements and Supplementary Data” elsewhere in this annual report.

Overview

Transocean Inc. (together with its subsidiaries and predecessors, unless the context requires otherwise,
“Transocean,” the “Company,” “we,” “us” or “our”) is a leading international provider of offshore contract drilling services
for oil and gas wells. As of February 20, 2008, we owned, had partial ownership interests in or operated 139 mobile offshore
drilling units. As of this date, our fleet included 39 High-Specification Floaters (Ultra-Deepwater, Deepwater and Harsh
Environment semisubmersibles and drillships), 29 Midwater Floaters, 10 High-Specification Jackups, 57 Standard Jackups

and four Other Rigs. We also have eight Ultra-Deepwater Floaters contracted for or under construction.

We believe our mobile offshore drilling fleet is one of the most modern and versatile fleets in the world. Our
primary business is to contract these drilling rigs, related equipment and work crews primarily on a dayrate basis to drill oil
and gas wells. We specialize in technically demanding segments of the offshore drilling business with a particular focus on
deepwater and harsh environment drilling services. We also provide oil and gas drilling management services on either a
dayrate basis or a completed-project, fixed-price (or “turnkey”) basis, as well as drilling engineering and drilling project
management services, and we participate in oil and gas exploration and production activities.

In November 2007, we completed our merger transaction (the “Merger”) with GlobalSantaFe Corporation
(“GlobalSantaFe”). The Merger was accounted for as a purchase, with the Company as the acquirer for accounting purposes.
See “—Significant Events.” At the time of the Merger, GlobalSantaFe owned, had partial ownership interests in, operated,
had under construction or contracted for construction, 61 mobile offshore drilling units and other units utilized in the support
of offshore drilling activities. 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 include approximately one month of operating results and cash flows for the combined company.

Key measures of our total company results of operations and financial condition are as follows:

Years ended December 31,

2007 2006 Change
(In millions, except average daily revenue and
percentages)
Average daily revenue (a)(b).........c.ccooevveiieiieiiiiieee $ 211,900 $ 142,100 $ 69,800
Utilization (D)(C) .....coooveeiiiiieieeeeeeeceeeeee e 90% 84% n/a
Statement of operations data
Operating rEVENUES. .........cveveveeveeiereeeeeereeeeteereeeeeereseae s $ 6,377 $ 3,882 $ 2,495
Operating and maintenance EXPenses.........ceeverveerreerreeneenns 2,781 2,155 626
OPErating INCOME ......eeveeererierieeriereeeeeeeesieesreeseeereseeesseennas 3,239 1,641 1,598
NEt INCOMIE ...t 3,131 1,385 1,746
Balance sheet data (at end of period)
Cash and cash equivalents...........cccocereverienienieeieeieseeee 1,241 467 774
TOtal @SSELS ... 34,364 11,476 22,888
TOtal dEebt .....eoeieeieieiee e 17,257 3,298 13,959

“n/a” means not applicable.

(a) Average daily revenue is defined as contract drilling revenue earned per revenue earning day. A revenue earning day is
defined as a day for which a rig earns dayrate after commencement of operations.

(b) Excludes a drillship engaged in scientific geological coring activities, the Joides Resolution, that is owned by a joint
venture in which we have a 50 percent interest and is accounted for under the equity method of accounting.

(c) Utilization is the total actual number of revenue earning days as a percentage of the total number of calendar days in the
period.

We continue to experience strong demand, which has resulted in high utilization and historically high dayrates. We
are seeing leading dayrates at or near record levels for most rig classes and customer interest for multi-year contracts.
Interest in High-Specification Floaters remains particularly strong.

A shortage of qualified personnel in our industry is driving up compensation costs and suppliers are increasing
prices as their backlogs grow. These labor and vendor cost increases, while meaningful, are not expected to be significant in
comparison with our expected increase in revenue in 2008 and beyond.
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Our revenues for the year ended December 31, 2007 increased from the prior year period primarily as a result of
increased activity, higher dayrates and the addition of GlobalSantaFe’s operations for one month. Our operating and
maintenance expenses for the year increased primarily as a result of higher labor and rig maintenance costs in connection
with such increased activity as well as inflationary cost increases and the addition of GlobalSantaFe’s operations (see “—
Outlook™). In addition, our financial results for the year ended December 31, 2007 included the recognition of gains from the
sales of three rigs and other income recognized under the TODCO tax sharing agreement. Total debt increased as a result of
cash payments made in the Reclassification and Merger, which were financed with borrowings under the Bridge Loan
Facility and refinanced with the issuance of the convertible senior notes and the senior notes and borrowings under the
364-Day Revolving Credit Facility. See “—Liquidity and Capital Resources—Sources and Uses of Liquidity.”

Prior to the Merger, we operated in one business segment. As a result of the Merger, we have established two
reportable segments: (1) Contract Drilling and (2) Other. The Contract Drilling segment consists of floaters, jackups and
other rigs used in support of offshore drilling activities and offshore support services on a worldwide basis. Our fleet
operates in a 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. The Other segment
includes drilling management services and oil and gas properties. Drilling management services are provided through
Applied Drilling Technology Inc. (“ADTI”), our wholly owned subsidiary, and through ADT International, a division of one
of our U.K. subsidiaries. Drilling management services are provided primarily on a turnkey basis at a fixed bid amount. Oil
and gas properties consist of exploration, development and production activities carried out through Challenger Minerals Inc.
and Challenger Minerals (North Sea) Limited (collectively, “CMI”), our oil and gas subsidiaries.

Significant Events

Merger with GlobalSantaFe—In November 2007, we completed the Merger with GlobalSantaFe. See Notes to
Consolidated Financial Statements—Note 4—Merger with GlobalSantaFe Corporation.

Contract Backlog—We have been successful in building contract backlog in 2007 within all of our asset classes.
Prior to the Merger, our contract backlog at October 30, 2007 was approximately $23 billion, a 15 percent and 109 percent
increase compared to our contract backlog at December 31, 2006 and 2005, respectively. Our contract backlog at
December 31, 2007 was approximately $32 billion, which includes the effect of the Merger. See “—Outlook—Drilling
Market” and “—Performance and Other Key Indicators.”

TODCO Tax Sharing Agreement (“TSA”)—In July 2007, Hercules Offshore, Inc. (“Hercules”) completed the
acquisition of TODCO. The TSA requires Hercules to make an accelerated change of control payment to our wholly-owned
subsidiary, Transocean Holdings Inc. within 30 days of the date of the acquisition as a result of the deemed utilization of
TODCO’s pre-IPO tax benefits. We received a $118 million change of control payment from Hercules in August 2007. We
recognized $276 million as other income in the third quarter of 2007 for this accelerated payment and payments received in
prior periods related to TODCO’s 2006 and 2007 tax years. See Notes to Consolidated Financial Statements—Note 15—
Income Taxes.

Construction and Upgrade Programs—During 2007, we were awarded a drilling contract requiring the construction
of a fourth enhanced Enterprise-class drillship. We expect the rig to be contributed to a joint venture in which we expect to
retain a 65 percent ownership interest. The newbuild is expected to commence operations during the third quarter of 2010.
During 2006, we were awarded drilling contracts requiring the construction of three enhanced Enterprise-class drillships.
The newbuilds are expected to commence operations during the second quarter of 2009, mid-2009 and the first quarter of
2010, respectively. See “—Outlook—Drilling Market.”

In connection with the Merger, we acquired one Ultra-Deepwater Floater under construction and one contracted for
construction. The newbuilds are expected to commence operations in mid-2009 and the third quarter of 2010. See “—
Outlook—Drilling Market.”

During 2005, we entered into agreements with clients to upgrade two of our Sedco 700-series semisubmersible rigs
in our Midwater Floaters fleet, the Sedco 702 and the Sedco 706, at a cost expected to be approximately $300 million for each
rig. The upgraded rigs will be dynamically positioned and will have a water depth drilling capacity of up to 6,500 feet. The
Sedco 702 and Sedco 706 entered a shipyard for the upgrade in early 2006 and the fourth quarter of 2007, respectively. We
have completed the upgrade of the Sedco 702 and expect the rig to commence operations in the first quarter of 2008. We
expect the Sedco 706 upgrade to be completed in the fourth quarter of 2008.

Pacific Drilling Limited (“Pacific Drilling”)—In October 2007, we exercised our option to purchase a 50 percent
interest in a joint venture company through which we and Pacific Drilling own two newbuild Ultra-Deepwater Floaters to be
named Deepwater Pacific 1 and Deepwater Pacific 2. The newbuilds are expected to commence operations during the
second quarter of 2009 and first quarter of 2010. See “—Liquidity and Capital Resources—Acquisitions, Dispositions and
Capital Expenditures.”
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Asset Dispositions—During 2007, we completed the sales of a Deepwater Floater (Peregrine I), a tender rig
(Charley Graves) and a swamp barge (Searex VI) for net proceeds of $344 million and recognized gains on the sales of
$264 million. See “—Liquidity and Capital Resources—Acquisitions, Dispositions and Capital Expenditures.”

Bank Credit Agreements—In September 2007, we entered into a $15.0 billion, one-year senior unsecured bridge
loan facility (“Bridge Loan Facility”). See “—Liquidity and Capital Resources—Sources and Uses of Cash.”

In November 2007, we entered into a $2.0 billion, five-year revolving credit facility under the Five-Year Revolving
Credit Facility Agreement dated November 27, 2007 (“Five-Year Revolving Credit Facility”). See “—Liquidity and Capital
Resources—Sources and Uses of Cash.”

In December 2007, we entered into a $1.5 billion, 364-Day revolving credit facility under the 364-Day Revolving
Credit Facility Agreement dated December 3, 2007 (“364-Day Revolving Credit Facility”). See “—Liquidity and Capital
Resources—Sources and Uses of Cash.”

Debt Issuance—In December 2007, we issued $6.6 billion aggregate principal amount of 1.625% Series A
Convertible Senior Notes due 2037, 1.50% Series B Convertible Senior Notes due 2037 and 1.50% Series C Convertible
Senior Notes due 2037. See “—Liquidity and Capital Resources—Sources and Uses of Liquidity.”

In December 2007, we issued $2.5 billion aggregate principal amount of 5.25% Senior Notes due 2013,
6.00% Senior Notes due 2018 and 6.80% Senior Notes due 2038. See “—Liquidity and Capital Resources—Sources and Uses
of Liquidity.”

Debt Repayments—In August 2007, we terminated our existing $1.0 billion two-year term credit facility due
August 2008 (“Term Credit Facility”). See “—Liquidity and Capital Resources—Sources and Uses of Liquidity.”

In connection with the Merger, we terminated our existing $1.0 billion five-year revolving credit facility expiring
July 2011 (“Former Revolving Credit Facility”). See “—Liquidity and Capital Resources—Sources and Uses of Liquidity.”

Debt Redemptions—During 2007, we called our Zero Coupon Convertible Debentures due May 2020 and our
1.5% Convertible Debentures due May 2021 for redemption. See “—Liquidity and Capital Resources—Sources and Uses of
Liquidity.”

Repurchase of Ordinary Shares—During 2007, we repurchased and retired 5.2 million of our ordinary shares at a
total cost of $400 million. See “—Liquidity and Capital Resources—Sources and Uses of Liquidity.” We do not currently
expect to make any additional share repurchases under the program in the near future.

Outlook

Drilling Market—Demand for offshore drilling units continues to be strong, particularly for rigs capable of drilling
in deepwater. Our High-Specification Floater fleet is fully committed in 2008 and only eight of our High-Specification
Floater fleet have any available uncommitted time in 2009. We have only five rigs remaining in our Midwater Floater fleet
that have any available uncommitted time left in 2008 and only 16 rigs remaining in this fleet that have any available
uncommitted time left in 2009. We have two High-Specification Jackups and 20 Standard Jackups that have uncommitted
time left in 2008, and eight High-Specification Jackups and 36 Standard Jackups have uncommitted time left in 2009.
Dayrates for new contracts for both floaters and jackups continue to be strong. Our contract backlog at February 20, 2008
was approximately $32 billion, up from approximately $23 billion at October 30, 2007, with approximately $9 billion of the
increase due to the Merger.

In April 2007, we entered into a marketing and purchase option agreement with Pacific Drilling that provided us
with the exclusive marketing right for two newbuild Ultra-Deepwater Floaters to be named Deepwater Pacific I and
Deepwater Pacific 2, as well as an option to purchase a 50 percent interest in a joint venture company through which we and
Pacific Drilling would own the drillships. In October 2007, we obtained a firm commitment for the Deepwater Pacific 1, and
we exercised our option and acquired a 50 percent interest in the joint venture, TPDI. The Deepwater Pacific 1 was awarded
a firm commitment for a four-year contract which may be converted by the customer to a five-year drilling contract on or
prior to October 31, 2008. The drilling contract is expected to commence in the second quarter of 2009 following shipyard
construction, sea trials, mobilization to location and customer acceptance. The Deepwater Pacific 2 is expected to be
completed in the first quarter of 2010. We are in advanced discussions with a customer regarding the award of a long-term
contract for the rig. We estimate total capital expenditures for the construction of these rigs to be approximately $685 million
and $665 million, excluding capitalized interest, respectively. See “—Liquidity and Capital Resources—Acquisitions,
Dispositions and Capital Expenditures.”

As of December 31, 2007, we and Pacific Drilling had each paid $238 million in documented costs for the two rigs
since the formation of the joint venture in October 2007.

We are providing construction management services for the Pacific Drilling newbuilds and have agreed to provide
operating management services once the drillships begin operations. Beginning on October 18, 2010, Pacific Drilling will
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have the right to exchange its interest in the joint venture for our ordinary shares or cash at a purchase price based on an
appraisal of the fair value of the drillships, subject to various adjustments.

In June 2007, we were awarded a five-year drilling contract for a fourth enhanced Enterprise-class drillship. The
enhanced Enterprise-class drillship, to be named Discoverer Luanda, is expected to be owned and operated by a joint venture
which is expected to be 65 percent owned by us and 35 percent owned by an Angolan partner. We estimate total capital
expenditures for the construction of the Discoverer Luanda to be approximately $640 million, excluding capitalized interest.
We currently expect the Discoverer Luanda to begin operations in Angola during the third quarter of 2010, after construction
in South Korea followed by sea trials, mobilization to Angola and customer acceptance.

Prior to the Merger, GlobalSantaFe had one Ultra-Deepwater Floater under construction, the
GSF Development Driller III, and one contracted for construction. The GSF Development Driller I[II was awarded a
seven-year drilling contract and is expected to be completed in mid-2009. Construction on the other newbuild is expected to
be completed in the third quarter of 2010. We estimate total capital expenditures for the construction of the
GSF Development Driller 111 to be approximately $590 million. We estimate total capital expenditures for the construction
of the other newbuild to be approximately $740 million, excluding capitalized interest. ~We currently expect the
GSF Development Driller III to begin operations in Angola in mid-2009, after construction in Singapore followed by sea
trials, mobilization to Angola and customer acceptance.

We have been successful in building contract backlog within our High-Specification Floaters fleet with 23 of our
47 current and future High-Specification Floaters, including six of the eight newbuilds and the two Sedco 700-series rig
upgrades, contracted into or beyond 2011 as of February 20, 2008. These 23 units also include 16 of our 26 current
Ultra-Deepwater Floaters. Our total contract backlog of approximately $32 billion as of February 20, 2008 includes an
estimated $21 billion of backlog represented by our High-Specification Floaters. We continue to believe that the long-term
outlook for deepwater capable rigs is favorable. In 2007 we saw successful drilling efforts in the lower tertiary trend of the
U.S. Gulf of Mexico; the discovery of light oil and non-associated gas in the deepwaters of Brazil; continued exploration
success in the deepwaters offshore India; a discovery in the deepwaters of the South China Sea; and exploration activity in
the Orphan Basin in Canada. Additionally, the continued exploration success in the deepwaters of West Africa and the
opening of additional deepwater acreage in the U.S. Gulf of Mexico supports our optimistic outlook for the deepwater
drilling market sector. In November 2007, we sold the Peregrine I as part of our overall strategy to dispose of older rigs that
are no longer technologically advanced or otherwise not competitive in the international marketplace. As of February 20,
2008, none of our High-Specification Floater fleet contract days are uncommitted for the remainder of 2008, while
approximately 9 percent, 29 percent and 59 percent are uncommitted in 2009, 2010 and 2011, respectively.

Our Midwater Floaters fleet, comprising 29 semisubmersible rigs, is largely committed to contracts that extend into
2009. We continue to see customer demand for multi-year contracts for these units. We completed the reactivation of the
C. Kirk Rhein, Jr., which has been awarded a two-year contract in India at a $340,000 dayrate and commenced operations in
February 2007. We are actively pursuing the sale of two Midwater Floaters (GSF Arctic Il and GSF Arctic IV) in the North
Sea in connection with our previously announced proposed undertakings to the Office of Fair Trading in the U.K. As of
February 20, 2008, seven percent of our Midwater Floater fleet contract days are uncommitted for the remainder of 2008,
while approximately 41 percent, 70 percent and 92 percent are uncommitted in 2009, 2010 and 2011, respectively.

We continue to see steady growth in demand for Jackups, and we believe that the increase in newbuild supply
capacity can be absorbed over the short term. We do not have the visibility to see beyond the second quarter of 2008, and
supply growth is a concern for the second half of 2008. As of February 20, 2008, 14 percent of our High-Specification
Jackup fleet contract days are uncommitted for the remainder of 2008, while approximately 51 percent, 96 percent and
100 percent are uncommitted in 2009, 2010 and 2011, respectively. In addition, 16 percent of our Standard Jackup fleet
contract days are uncommitted for the remainder of 2008, while approximately 56 percent, 77 percent and 90 percent are
uncommitted in 2009, 2010 and 2011, respectively.

On February 15, 2008, we entered into a definitive agreement with Hercules Offshore, Inc. to sell three of our
Standard Jackups (GSF Adriatic I1l, GSF High Island I and GSF High Island VIII) for approximately $320 million. At
February 27, 2008, these assets were classified as held for sale.

We expect our revenues to continue to increase in 2008 due to the inclusion of GlobalSantaFe’s operations as well
as the commencement of new contracts with higher dayrates. The scheduled commencement of the Sedco 702 and Sedco 706
contracts at the end of the rigs’ deepwater upgrade shipyard projects in the first and fourth quarters of 2008, respectively, are
also expected to increase our revenues in 2008. We expect these increases will be partially offset by a decrease in revenue
from the sale of the Peregrine I in November 2007.

The aggregate amount of out-of-service time we incur in 2008 is expected to increase substantially due to the
inclusion of GlobalSantaFe’s operations, partially offset by a decrease in out-of-service time largely due to a decrease in
shipyard time for the legacy Transocean rigs. However, the shipyard projects we intend to undertake in 2008 will involve
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rigs with higher dayrates than those that underwent shipyard projects in 2007 and, consequently, we expect lost revenue from
shipyard projects in 2008 from legacy Transocean rigs to be generally in line with lost revenue in 2007.

We expect the inclusion of GlobalSantaFe’s operations, as well as industry inflation in 2008, to continue to increase
our operating and maintenance costs including our shipyard and major maintenance program expenditures. In addition, the
types of shipyard projects we forecast for 2008 are generally more costly, so we expect shipyard project costs to increase
from 2007 to 2008 with respect to the legacy Transocean rigs despite the expected decrease in out-of-service time. We
expect our operating and maintenance costs in 2008 to further increase as a result of the completion of the Sedco 702 and
Sedco 706 deepwater upgrades. We expect these increases to be partially offset by lower operating costs due to the sale of
the Peregrine I in November 2007. Finally, we expect to continue to invest in a number of recruitment, retention and
personnel development initiatives in connection with the manning of the crews of the deepwater upgrades and newbuild rigs
and our efforts to mitigate expected personnel attrition.

We expect that a number of fixed-price contract options will be exercised by our customers in 2008, which will
preclude us from taking full advantage of any increased market rates for rigs subject to these contract options. We have six
existing contracts with fixed-priced or capped options for dayrates that we believe are less than current market dayrates.
Well-in-progress or similar provisions in our existing contracts may delay the start of higher dayrates in subsequent contracts,
and some of the delays have been and could be significant.

Our operations are geographically dispersed in oil and gas exploration and development areas throughout the world.
Rigs can be moved from one region to another, but the cost of moving a rig and the availability of rig-moving vessels may
cause the supply and demand balance to vary somewhat between regions. However, significant variations between regions
do not tend to persist long-term because of rig mobility. Consequently, we operate in a single, global offshore drilling
market.

Insurance Matters—We periodically evaluate our hull and machinery and third-party liability insurance limits and
self-insured retentions. Effective May 1, 2007, we renewed our hull and machinery and third-party liability insurance
coverages. Subject to large self-insured retentions, we carry hull and machinery insurance covering physical damage to the
rigs for operational risks worldwide, and we carry liability insurance covering damage to third parties. However, we do not
generally have commercial market insurance coverage for physical damage losses to our rigs due to hurricanes in the U.S.
Gulf of Mexico and war perils worldwide. Additionally, we do not carry insurance for loss of revenue. In the opinion of
management, adequate accruals have been made based on known and estimated losses related to such exposures.

Tax Matters—We are a Cayman Islands company and we operate through our various subsidiaries in a number of
countries throughout the world. Consequently, our tax provision is based upon 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 will fluctuate from year to year as our operations are conducted in different taxing jurisdictions. We are
subject to changes in tax laws, treaties and regulations in and between the countries in which we operate and earn income. A
change in the tax laws, treaties or regulations in any of the countries in which we operate could result in a higher or lower
effective tax rate on our worldwide earnings and, as a result, could have a material effect on our financial results.

Our income tax return filings in the major jurisdictions in which we operate worldwide are generally subject to
examination for periods ranging from three to eight years. We have agreed to extensions beyond the statute of limitations in
three jurisdictions for up to 12 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 a material adverse
effect on our consolidated statement of financial position, results of operations or cash flows.

In February 2007, we entered into a settlement agreement with the U.S. Internal Revenue Service (“IRS”) regarding
our U.S. federal income tax returns for 2001 through 2003. The IRS agreed to settle all issues for this period. This
settlement resulted in no cash tax payment.

Our 2004 and 2005 U.S. federal income tax returns are currently under examination by the IRS. In October 2007,
we received from the IRS examination reports setting forth proposed changes to the U.S. federal taxable income reported for
the years 2004 and 2005. The proposed changes would result in a cash tax payment of approximately $413 million, exclusive
of interest. We filed a letter with the IRS protesting the proposed changes on November 19, 2007. The protest letter puts
forth our position that we believe our returns are materially correct as filed. We will continue to vigorously defend against
these proposed changes. The IRS audits of GlobalSantaFe’s 2004 and 2005 U.S. federal income tax returns are still in the
examination phase. We do not expect the conclusion of these audits to give rise to a material tax liability.

Certain of our Brazilian income tax returns for the years 2000 through 2004 are currently under examination. The
Brazil tax authorities have issued tax assessments totaling $112 million, plus a 75 percent penalty and $70 million of interest
through December 31, 2007. We believe our returns are materially correct as filed, and we intend to vigorously contest these
assessments. We filed a protest letter with the Brazilian tax authorities on January 25, 2008.
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Norwegian civil tax and criminal authorities are investigating various transactions undertaken in 2001 and 2002.
The authorities initiated inquiries into these transactions in September 2004 and in March 2005 obtained additional
information on the transactions pursuant to a Norwegian court order. In 2006 we filed a formal protest with respect to a
notification by the Norwegian tax authorities of their intent to propose assessments that would result in increased tax of
approximately $287 million, plus interest, related to certain restructuring transactions. The authorities indicated penalties
imposed on the assessment could range from 15 to 60 percent of the assessment. In addition, the authorities issued a
preliminary notification in February 2008 of their intent to issue a separate tax assessment of approximately $77 million
related to a 2001 dividend payment, plus interest and penalties, which could range from 15 to 60 percent of the assessment.
In the course of its investigations, the Norwegian authorities secured certain records located in the United Kingdom related to
a Norwegian subsidiary that was previously subject to tax in Norway. The authorities are assessing the need to impose
additional taxes on this Norwegian subsidiary. We have and will continue to respond to all information requests from the
Norwegian authorities. We plan to vigorously contest any assertions by the Norwegian authorities in connection with the
various transactions being investigated.

On January 1, 2007, as part of our implementation of FIN 48, we recorded a long-term liability of $142 million
related to the Norwegian tax issues described above. Since January 1, 2007, the long-term liability has increased to
$168 million due to the accrual of interest and exchange rate fluctuations. 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 a material adverse
effect on our consolidated statement of financial position or results of operations although it may have a material adverse
effect on our consolidated cash flows. See Notes to Consolidated Financial Statements—Note 15—Income Taxes.

Regulatory Matters—In June 2007, GlobalSantaFe's 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 jurisdictions and whether those brokers have fully complied with the U.S. Foreign Corrupt
Practices Act (“FCPA”) and local laws. GlobalSantaFe commenced its investigation following announcements by other
oilfield 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 well as another company's announced
settlement implicating a 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 disclosed its internal investigation to the U.S. Department of Justice (the “DOJ”) and the SEC and,
at their request, expanded its investigation to include the activities of its customs brokers in other West African countries and
the activities of Panalpina Inc. worldwide. The investigation is focusing on whether the brokers have fully complied with the
requirements of their contracts, local laws and the FCPA. In late November 2007, GlobalSantaFe received a subpoena from
the SEC for documents related to its investigation. In this connection, the SEC advised GlobalSantaFe that it had issued a
formal order of investigation. After the completion of the Merger, outside counsel began formally reporting directly to the
audit committee of our board of directors. Our legal representatives are keeping the DOJ and SEC apprised of the scope and
details of their investigation and producing relevant information in response to their requests.

On July 25, 2007, our legal representatives met with the DOJ in response to a notice we received requesting such a
meeting regarding our engagement of Panalpina Inc. for freight forwarding and other services in the United States and
abroad. The DOJ has informed us that it is 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 began developing an investigative
plan which would allow us to promptly review and produce relevant and responsive information requested by the DOJ and
SEC. Subsequently, we expanded the investigation to include one of our agents for Nigeria. This investigation and the
legacy GlobalSantaFe investigation are being conducted by outside counsel who reports directly to the audit committee of
our board of directors. The investigations have focused on whether the agent and the customs brokers have fully complied
with the terms of their respective agreements, the FCPA and local laws. We prepared and presented an investigative plan to
the DOJ and have informed the SEC of the ongoing investigation. We have begun implementing the investigative plan and
are keeping the DOJ and SEC apprised of the scope and details of our investigation and are producing relevant information in
response to their requests. We cannot predict the ultimate outcome of the investigations, 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.

Our internal compliance program has detected a 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 a freight forwarder. Iran is subject to a number of economic regulations, including sanctions administered by OFAC,
and comprehensive restrictions on the export and re-export of U.S.-origin items to Iran. 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. See “Item 1A. Risk Factors—Our non-U.S.
operations involve additional risks not associated with our U.S. operations.” We have self-reported the potential violation to
OFAC and have retained outside counsel to conduct a thorough investigation of the matter.
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Performance and Other Key Indicators

Contract Backlog—The following table presents our contract backlog, including firm commitments only, for our
Contract Drilling segment at the periods ended December 31, 2007 and 2006. Firm commitments are typically represented
by signed drilling contracts. Our contract backlog is calculated by multiplying the full contractual operating dayrate by the
number of days remaining in the firm contract period, excluding revenues for mobilization, demobilization and contract
preparation, which are not expected to be significant to our contract drilling revenues.

December 31, December 31,
2007 2006
(In millions)

Contract backlog
High-Specification F1oaters...........cccuerieierininieiiiieceieeeee $ 20,708 $ 14,354
MiAWater FIOAtETS ......coovveiiiiiieiciee e 5,728 3,770
High-Specification Jackups........cccooeiiririiieieiececceeeee 768 140
Standard JACKUPS .......ecvveriieiieiieie et 4,445 1,897
Other RIZS ..oovviiieiiciieciieeee e 158 65
TOAL .o et e $ 31,807 $ 20,226

The firm commitments that comprise the contract backlog for our Contract Drilling segment as of December 31,
2007 are presented in the following table along with the associated average contractual dayrates. The amount of actual
revenue earned and the actual periods during which revenues are earned will be different than 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, as well as the ability of our
customers to terminate contracts under certain circumstances. The contract backlog average dayrate is defined as the
contracted operating dayrate to be earned per revenue earning day in the period. A revenue earning day is defined as a day
for which a rig earns dayrate during the firm contract period after commencement of operations.

For the years ending December 31,
Total 2008 2009 2010 2011 Thereafter
(In millions, except average dayrates)

Contract backlog
High-Specification Floaters ...... $ 20,708 $ 4,599 $ 42814 $ 4,017 $ 2,643 $ 4,635
Midwater Floaters ..................... 5,728 2,650 1,806 869 263 140
High-Specification Jackups....... 768 478 273 17 — —
Standard Jackups..........cccccvennene 4,445 2,322 1,229 592 297 5
Other Rigs ......cooeeveieiniicie 158 52 36 26 26 18
Total .o $ 31,807 $ 10,101 $ 8,158 $ 5,521 $ 3,229 $ 4,798
Average Dayrates Total 2008 2009 2010 2011 Thereafter
High-Specification Floaters ...... $404,000 $353,000 $393,000 $416,000 $443,000 $439,000
Midwater Floaters ..................... 301,000 294,000 315,000 298,000 323,000 249,000
High-Specification Jackups....... 154,000 150,000 158,000 188,000 — —
Standard Jackups........cccocevveuenne. 154,000 153,000 156,000 155,000 148,000 102,000
Other Rigs ...cccovvvevveiriccie 60,000 50,000 56,000 68,000 68,000 65,000
Total oo $270,000 $234.,000 $270,000 $293,000 $304,000 $397,000
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Fleet Average Daily Revenue and Utilization—The following table shows our average daily revenue and utilization
for each of the three months ended December 31, 2007, September 30, 2007 and December 31, 2006 for our Contract
Drilling segment. Average daily revenue is defined as contract drilling revenue earned per revenue earning day in the period.
Utilization in the table below is defined as the total actual number of revenue earning days in the period as a percentage of the
total number of calendar days in the period for all drilling rigs in our fleet.

Three months ended
December 31, September 30, December 31,

2007 2007 2006

Average daily revenue
High-Specification Floaters

Ultra-Deepwater FI0aters...........cocverivveveieierieieeeiceeeeeceeene, $ 346,100 $ 323,200 $ 275,300

Deepwater FIOAters .........ccooveveuiieveeiieieieeieieeeeeeeveeee e $ 265,300 $ 251,600 $ 216,500

Harsh Environment FIOAtErs ......co.ooveeveeveeeeeeeeeeeeeeeeeeeeeeeeeeenns $ 326,300 $ 312,300 $ 199,400
Total High-Specification FlOaters ...........ccccovvevevrvevererererererenenn. $ 311,600 $ 291,900 $ 237,800
IMAAWALET FLOALEIS  ...veveeeeeeeeeeeeeee ettt ee e eeeeeeenens $ 274,600 $ 254,000 $ 184,600
High-Specification JacCKupS.........ccevvevivveriiviieiciiieecveeeeeene $ 173,400 $ 131,600 $ 133,300
Standard JaCKUPS ........cooveviiviieieieieeeee e $ 130,800 $ 120,000 $ 95,300
Other RIZS ..ouveviieieiirieieieiet et $§ 48,600 $ 54,900 $ 48,200
Total fleet average daily revenue............ccevevevveveerievereriennens $ 224,000 $ 219,700 $ 171,700
Utilization
High-Specification Floaters

Ultra-Deepwater FI0aters.........occeveverievenenencnineneereeeenn 97% 99% 92%

Deepwater FIOAters .......c..coeviviriririeiiiencieneseneeceeeene 75% 76% 78%

Harsh Environment FI0Aters ...........cccovvevveeieiieneeieeie e, 80% 85% 97%
Total High-Specification Floaters ...........ccoceveriiieieienieenne. 85% 86% 86%
Midwater FI0aters .........cccvveeviiieiieiiie et 95% 92% 90%
High-Specification Jackups..........cccoevevieviieviiiienieneeeeieeeen 100% 100% 100%
Standard JACKUPS .....ccvevviiieiierieeiecie et 91% 89% 89%
Other RIZS c..ooviiiiiiiciieeeeee e 97% 98% 99%
Total fleet average utilization...........cecveeeveeeeienienieeeie e 90% 89% 89%

Liquidity and Capital Resources

Sources and Uses of Cash

Our primary sources of cash in 2007 were our cash flows from operations, proceeds from asset sales, proceeds from
the issuance of the convertible notes and senior notes in December 2007, borrowings under the Bridge Loan Facility and our
other credit facilities, cash received under our tax sharing agreement with TODCO and proceeds from issuance of ordinary
shares upon the exercise of stock options. Our primary uses of cash were payment of the cash consideration in connection
with the Transactions, repurchases of our ordinary shares, capital expenditures (including for newbuild construction) and
repayments of borrowings under our credit facilities. At December 31, 2007, we had $1,241 million in cash and cash
equivalents.

Years ended December 31,
2007 2006 Change
(In millions)

Net cash from operating activities

NEEINCOME ...t $ 3,131 $ 1,385 $ 1,746
Depreciation, depletion and amortization ..............ccccveee.. 411 401 10
Other noN-cash IteMS ........ccvverieeiiiecieecie e (231) (480) 249
Working capital changes...........cccoeeeeriiiienieiiiceees (238) (69) (169)
$ 3,073 § 1,237 $ 1,836
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Net cash provided by operating activities increased due to more cash generated from net income, partially offset by
higher use of cash for working capital items.

Years ended December 31,
2007 2006 Change
(In millions)

Net cash from investing activities

Capital expenditures...........cccvevevveeeriereierieeeeeeeeeeereenes $ (1,380) $ (876) $  (504)
Consideration paid to GlobalSantaFe shareholders ............ (5,129) — (5,129)
Cash balances acquired in connection with the Merger ...... 695 — 695
Proceeds from disposal of assets, net..........ccoecveveveieeiennnns 379 461 (82)
Joint ventures and other investments, net ..............c..cue...... (242) — (242)
$ (5,677) § @415 $ (5,262)

Net cash used in investing activities increased primarily due to cash paid out in connection with the Merger. Capital
expenditures increased by $504 million over the corresponding prior year period primarily due to the construction of eight
Ultra-Deepwater Floaters, the two Sedco 700-series deepwater upgrades and other equipment replaced and upgraded on our
existing rigs. In addition, proceeds from asset sales were lower in 2007 during which three units were sold as compared to
2006 during which eight drilling units were sold.

Years ended December 31,
2007 2006 Change
(In millions)

Net cash from financing activities

Borrowings under 364-Day Revolving Credit Facility ....... $ 1,500 $ — $ 1,500
Borrowings under other credit facilities ............cccceevveennenns 15,000 1,000 14,000
Repayments under other credit facilities ............cccccveuenens (12,030) (300) (11,730)
Proceeds from issuance of debt.............ccooveiiiiiiiiiininiennn. 9,095 1,000 8,095
Repayments of debt ........cccoeieiiiiieniiiceeeeees 3) — 3)
FINancing COStS .......coveuirirriieiieie e (106) 5) (101)
Payment to shareholders for Reclassification of ordinary

SNATES ...ttt (9,859) — (9,859)
Proceeds from issuance of ordinary shares upon exercise of

WATTANES ..cevientieiieeiie et ntiet ettt st et et enteeeeeseeens 40 — 40
Proceeds from issuance of ordinary shares under share-

based compensation plans, net ............ccoocvevieeieeiereennenn 72 69 3
Repurchase of ordinary shares .............ccoecvevveviieienieniiennnnn (400) (2,601) 2,201
Tax benefit from issuance of ordinary shares under share-

based compensation plans............ccoeeeeeerierieienieniennenn 70 7 63
Other, NET ...ooveieiieeiieciieeee e (1) 30 3D

$ 3,378 $  (800) $ 4,178

Net cash provided by financing activities increased primarily due to net proceeds of $14 billion from the issuance of
the convertible notes and senior notes in December 2007 and borrowings under the Bridge Loan Facility, the Five-Year
Revolving Credit Facility and the 364-Day Revolving Credit Facility, compared to $2.0 billion from the issuance of the
Floating Rate Notes and borrowings under the Term Credit Facility in 2006. Partially offsetting these increases was the
payment to shareholders for the Reclassification of ordinary shares in connection with the Transactions. In addition, we used
less cash to repurchase our ordinary shares under our share repurchase program in 2007 than in 2006, and we received more
cash from the issuance of our ordinary shares under our share-based compensation program and associated tax benefit.

Acquisitions, Dispositions and Capital Expenditures

Acquisitions—Following the completion of the Transactions, we intend to focus on the repayment of debt in 2008
and 2009. Nevertheless, we could, from time to time, review possible acquisitions of businesses and drilling rigs and may in
the future make significant 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 rig construction could involve the payment by us of
a substantial amount of cash or the issuance of a substantial number of additional ordinary shares or other securities. In
addition, from time to time, we review possible dispositions of drilling units.

In April 2007, we entered into a marketing and purchase option agreement with Pacific Drilling that provided us
with the exclusive marketing right for two newbuild Ultra-Deepwater Floaters to be named Deepwater Pacific I and
Deepwater Pacific 2, as well as an option to purchase a 50 percent interest in a joint venture company through which we and
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Pacific Drilling would own the drillships. In October 2007, we obtained a firm commitment for the Deepwater Pacific 1, and
we exercised our option and acquired a 50 percent interest in the joint venture, TPDI. See “—Outlook—Drilling Market.”
The Deepwater Pacific 1 was awarded a firm commitment for a four-year contract which may be converted to a five-year
drilling contract by the customer on or prior to October 31, 2008. The drilling contract is expected to commence in the
second quarter of 2009 following shipyard construction, sea trials, mobilization to location and customer acceptance. The
Deepwater Pacific 2 is expected to be completed in the first quarter of 2010 and we are currently in active discussions with
several customers regarding the award of a long-term contract for the rig. We estimate total capital expenditures for the
construction of these rigs to be approximately $685 million and $665 million, excluding capitalized interest, respectively. As
of December 31, 2007, we and Pacific Drilling had each paid $238 million in documented costs for the two rigs.

We are providing construction management services for the Deepwater Pacific newbuilds and have agreed to
provide operating management services once these drillships begin operations. Beginning on October 18, 2010, Pacific
Drilling will have the right to exchange its interest in the joint venture for our ordinary shares or cash based on an appraisal
of the fair value of the drillships, subject to various adjustments.

Dispositions—During 2007, we sold a Deepwater Floater (Peregrine I), a tender rig (Charley Graves) and a swamp
barge (Searex VI). We received net proceeds from these sales of $344 million and recognized gains on the sales of
$264 million. On February 15, 2008, we entered into a definitive agreement with Hercules to sell three of our Standard
Jackups (GSF Adriatic 1ll, GSF High Island I and GSF High Island VIII) for approximately $320 million. In addition, on
February 15, 2008, we announced our intent to proceed with divestitures of the GSF Arctic Il and the GSF Arctic IV
semisubmersible rigs and the hiring of a third-party advisor. The divestitures are in furtherance of our previously announced
proposed undertakings to the Office of Fair Trading in the U.K. made in connection with the Merger. See “—Outlook—
Drilling Market.”

Capital Expenditures—Capital expenditures, including capitalized interest of $76 million, totaled $1.4 billion during
the year ended December 31, 2007, substantially all of which related to the Contract Drilling segment. The following table
summarizes actual capital expenditures including capitalized interest, for our major construction and conversion projects
incurred in 2007 and expected in future years (in millions):

Expected
Total costs costs for the Total
through year ending Estimated estimated cost
December 31, December 31, costs at
2007 2008 thereafter completion
Discoverer Clear Leader-........................ $ 409 $ 210 $ 30 $ 649
Sedco 700-series upgrades..................... 396 200 — 596
GSF Development Driller I11 (a) ........... 369 170 50 589
Discoverer Americas .........coceeeerueeneenne. 301 190 130 621
Deepwater Pacific 1 (b)...cocovevvveneennnnne. 279 130 270 679
Discoverer Inspiration ..........cccceeeveeeee.. 248 190 230 668
Deepwater Pacific 2 (D) ..cccoeevvveeneennnne. 179 190 290 659
GSF Newbuild (8)...ccceoerenerenirieienes 109 120 510 739
Discoverer Luanda...........cccccoevvvevennnnne. 107 230 300 637
Capitalized Interest.........ccooveverurennnnne. 92 130 150 372
Total ..o § 2,489 § 1,760 $§ 1,960 $§ 6,209

(a) These costs include our initial investments in the GSF Development Driller III and GSF Newbuild of $356 million and
$109 million, respectively, representing the estimated fair values of the rigs at the time of the Merger.

(b) The costs for Deepwater Pacific 1 and Deepwater Pacific 2 represent 100 percent of expenditures incurred prior to our
investment in the joint venture ($277 million and $178 million, respectively), 100 percent of expenditures incurred
since our investment in the joint venture and 100 percent of expenditures to be incurred. However, Pacific Drilling
shares 50 percent of these costs.

During 2008, we expect capital expenditures to be approximately $2.5 billion, including approximately $1.8 billion
for our major construction and conversion projects, as detailed in the above table. The level of our capital expenditures is
partly dependent upon the actual level of operational and contracting activity and the level of capital expenditures for which
our customers agree to reimburse us. Our expected capital expenditures during 2008 do not include amounts that would be
incurred as a result of other possible newbuild opportunities.

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, including actual contract
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terms, weather, exchange rates, shipyard labor conditions and the market demand for components and resources required for
drilling unit construction. See “Item 1A. Risk Factors—Our shipyard projects 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 and
the 364-Day Revolving Credit Facility (see “—Sources and Uses of Liquidity”’) and may utilize other commercial bank or
capital market financings.

Sources and Uses of Liquidity

We expect to use existing cash balances, internally generated by cash flows, proceeds from the issuance of new debt
and proceeds from asset sales to fulfill anticipated obligations such as scheduled debt maturities, capital expenditures and
working capital needs. From time to time, we may also use bank lines of credit to maintain liquidity for short-term cash
needs.

Our access to debt and equity markets may be reduced or closed to us due to a 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.

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 cash flow will continue to be positive over the next year.

Bank Credit Agreements—In September 2007, we entered into the Bridge Loan Facility. In connection with the
Transactions, we borrowed $15 billion under the Bridge Loan Facility at the reserve-adjusted LIBOR plus the applicable
margin, which is based upon our Debt Rating. As of February 27, 2008, the applicable margin was 0.4 percent. We may
prepay the Bridge Loan Facility in whole or in part without premium or penalty. In addition, this facility requires mandatory
prepayments of outstanding borrowings in an amount equal to 100 percent of the net cash proceeds resulting from any of the
following (in each case subject to certain agreed exceptions): (1) the sale or other disposition of any of our property or assets
above a predetermined threshold; (2) the receipt of certain net insurance or condemnation proceeds; (3) certain issuances of
our equity securities; and (4) the incurrence of indebtedness for borrowed money by us. The Bridge Loan Facility contains a
maximum leverage ratio of no greater than 350 percent as of June 30, 2008, and 300 percent thereafter. Borrowings under
the Bridge Loan Facility are subject to acceleration upon the occurrence of events of default. At February 27, 2008, we had
$3.1 billion outstanding under this facility at a weighted-average interest rate of 3.61 percent.

In November 2007, we entered into the Five-Year Revolving Credit Facility. Under the terms of the Five-Year
Revolving Credit Facility, we may make borrowings at either (1) a base rate, determined as the greater of (a) the prime loan
rate or (b) the federal funds effective rate plus 0.5 percent, or (2) the reserve-adjusted LIBOR plus the applicable margin,
which is based upon our Debt Rating. A facility fee, varying from 0.07 percent to 0.17 percent depending on our Debt
Rating, is incurred on the daily amount of the underlying commitment, whether used or unused, throughout the term of the
facility. A utilization fee, varying from 0.05 percent to 0.10 percent depending on our Debt Rating, is payable if amounts
outstanding under the Five-Year Revolving Credit Facility are greater than or equal to 50 percent of the total underlying
commitment. At February 27, 2008, the applicable margin, facility fee and utilization fee were 0.26 percent, 0.09 percent and
0.10 percent, respectively. The Five-Year Revolving Credit Facility may be prepaid in whole or in part without premium or
penalty. At February 27, 2008, no borrowings were outstanding under the Five-Year Revolving Credit Facility.

In December 2007, we entered into the 364-Day Revolving Credit Facility. The 364-Day Revolving Credit Facility
bears interest, at our option, at either (1) a base rate, determined as the greater of (a) the prime loan rate or (b) the federal
funds effective rate plus 0.50 percent, or (2) the reserve-adjusted LIBOR plus the applicable margin, which is based upon our
Debt Rating. A facility fee, varying from 0.05 percent to 0.15 percent depending on our Debt Rating, is incurred on the daily
amount of the underlying commitment, whether used or unused, throughout the term of the facility. A utilization fee, varying
from 0.05 percent to 0.10 percent depending on our Debt Rating, is payable if amounts outstanding under the 364-Day
Revolving Credit Facility are greater than or equal to 50 percent of the total underlying commitment. At February 27, 2008,
the applicable margin, facility fee and utilization fee were 0.28 percent, 0.07 percent and 0.10 percent, respectively. The
364-Day Revolving Credit Facility may be prepaid in whole or in part without premium or penalty. At February 27, 2008,
we had $688 million outstanding under this facility at a weighted-average interest rate of 3.43 percent.

The Five-Year Revolving Credit Facility and 364-Day Revolving Credit Facility require compliance with various
covenants and provisions customary for agreements of this nature, including a debt to total tangible capitalization ratio, as
defined by the credit agreements, not greater than 60 percent at December 31, 2009, and the end of each quarter thereafter
and a maximum leverage ratio of no greater than 350 percent as of June 30, 2008, and 300 percent as of the end of each
quarter thereafter through September 30, 2009.
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Other provisions of the Bridge Loan Facility, the Five-Year Revolving Credit Facility and the 364-Day Revolving
Credit Facility include limitations on creating liens, incurring subsidiary debt, transactions with affiliates, sale/leaseback
transactions and mergers and sale of substantially all assets. Should we fail to comply with these covenants, we would be in
default and may lose access to these facilities. We are also subject to various covenants under the indentures pursuant to
which our public debt was issued, including restrictions on creating liens, engaging in sale/leaseback transactions and
engaging in certain merger, consolidation or reorganization transactions. A default under our public debt could trigger a
default under our credit agreements and, if not waived by the lenders, could cause us to lose access to these facilities.

In December 2007, we entered into a commercial paper program (the “Program”), the proceeds of which we are
required to use to repay outstanding borrowings under the 364-Day Revolving Credit Facility or the Bridge Loan Facility.
The 364-Day Revolving Credit Facility and the Five-Year Revolving Credit Facility provide liquidity for the Program. At
February 27, 2008, $813 million was outstanding under the Program.

Debt Issuance—In December 2007, we issued $0.5 billion aggregate principal 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,” and together with the 5.25% Senior Notes and the 6.00% Senior Notes, the “Senior Notes”). We are
required to pay interest on the Senior Notes on March 15 and September 15 of each year, beginning March 15, 2008. We
may redeem some or all of the notes at any time at a redemption price equal to 100 percent of the principal amount plus
accrued and unpaid interest, if any, and a make whole premium. At February 27, 2008, $500 million, $1.0 billion and
$1.0 billion principal amount of the 5.25%, 6.00% and 6.80% Senior Notes, respectively, were outstanding.

In December 2007, we issued $2.2 billion aggregate principal amount of 1.625% Series A Convertible Senior Notes
due December 2037 (the “Series A Notes”), $2.2 billion aggregate principal amount of 1.50% Series B Convertible Senior
Notes due December 2037 (the “Series B Notes”) and $2.2 billion aggregate principal amount of 1.50% Series C Convertible
Senior Notes due December 2037 (the “Series C Notes,” and together with the Series A Notes and the Series B Notes, the
“Convertible Notes”). We are required to pay interest on the Convertible Notes on June 15 and December 15 of each year,
beginning June 15,2008. The Convertible Notes may be converted at an initial rate of 5.9310 ordinary shares per
$1,000 note. The initial conversion rate is subject to adjustment upon the occurrence of certain corporate events but not for
accrued interest. Upon conversion, we will deliver, in lieu of ordinary shares, cash up to the aggregate principal amount of
notes to be converted and ordinary shares in respect of the remainder, if any, of our conversion obligation in excess of the
aggregate principal amount of the notes being converted. In addition, if certain fundamental changes occur on or before
December 20, 2010, with respect to Series A Notes, December 20, 2011, with respect to Series B Notes or December 20,
2012, with respect to Series C Notes, we will in some cases increase the conversion rate for a holder electing to convert notes
in connection with such fundamental change. We may redeem some or all of the notes at any time after December 20, 2010,
in the case of the Series A Notes, December 20, 2011, in the case of Series B Notes and December 20, 2012 in the case of the
Series C Notes, in each case at a redemption price equal to 100 percent of the principal amount plus accrued and unpaid
interest, if any. Holders of Series A Notes and Series B Notes will have the right to require us to repurchase their notes on
December 15, 2010 and December 15, 2011, respectively. 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 a fundamental change, at a 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. At February 27, 2008,
$2.2 billion principal amount of each of the Series A Notes, Series B Notes and Series C Notes were outstanding,
respectively.

Holders may convert their notes only under the following circumstances: (1) during any calendar quarter after
March 31, 2008 if the last reported sale price of our ordinary shares for at least 20 trading days in a 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,
(2) during the five business days after the average trading price per $1,000 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, (3) during specified periods if specified distributions to holders of our ordinary shares are made or specified corporate
transactions occur, (4) prior to the close of business on the business day preceding the redemption date if the notes are called
for redemption or (5) on or after September 15, 2037 and prior to the close of business on the business day prior to the stated
maturity of the notes. Upon conversion, we will deliver, in lieu of ordinary shares, cash up to the aggregate principal amount
of notes to be converted and ordinary shares in respect of the remainder, if any, of our conversion obligation in excess of the
aggregate principal amount of the notes being converted.

In November 2007, Transocean Worldwide Inc. executed a supplemental indenture to assume the obligations related

to the 5% Notes due 2013 (the “5% Notes”) issued by GlobalSantaFe under an indenture dated as of February 1, 2003.

Additionally, as a result of the Merger, we acquired Global Marine Inc., formerly a subsidiary of GlobalSantaFe and now our

subsidiary, which is the obligor on the 7% Notes due 2028 (the “7% Notes”), which were issued under an indenture dated as

of September 1, 1997. The 5% Notes are the obligation of Transocean Worldwide Inc. and the 7% Notes are the obligation

of Global Marine Inc., and we have not guaranteed either obligation. The respective obligor may redeem the 5% Notes and
-43 -



the 7% Notes in whole or in part at a price equal to 100 percent of the principal amount plus accrued and unpaid interest, if
any, and a make-whole premium. The indentures related to the 5% Notes and the 7% Notes contain limitations on the
obligor’s ability to incur indebtedness for borrowed money secured by certain liens and on its ability to engage in certain
sale/leaseback transactions. At February 27, 2008, $250 million and $300 million aggregate principal amount of the
5% Notes and the 7% Notes, respectively, remained outstanding.

Debt Repayments and Refinancing—In December 2007, we refinanced a total of $10.5 billion of borrowings under
the Bridge Loan Facility using proceeds from borrowings under the 364-Day Revolving Credit Facility and the issuance of
the Senior Notes and the Convertible Notes. We recognized a loss on the retirement of the Bridge Loan Facility borrowings
of $6 million. We also repaid $820 million of borrowings under the Bridge Loan Facility using internally generated cash
flow. We will likely seek to refinance a portion of the remaining borrowings under the Bridge Loan Facility prior to the
expiration of its one-year term. Such refinancing may be effected through additional borrowings under bank credit facilities,
issuance of debt securities, including floating rate notes, or through other financing transactions. We expect to repay the
remaining borrowings under the Bridge Loan Facility not refinanced using cash on hand or cash generated during 2008.

In August 2007, we repaid the then outstanding balance of $470 million under our Term Credit Facility and
terminated the facility. We recognized a loss on the termination of this debt of $1 million.

Concurrent with our entry into the Five-Year Revolving Credit Facility in November 2007, we terminated the
Former Revolving Credit Facility. We recognized a loss on the termination of this debt of $1 million.

Debt Redemptions—In October 2007, we called our Zero Coupon Convertible Debentures due May 15, 2020.
Between the notice of redemption and the trading day prior to the redemption date, holders retained the right to convert the
debentures into our ordinary shares at a rate of 8.1566 ordinary shares per $1,000 debenture. During this period, we issued
148,244 ordinary shares upon conversion of $18 million aggregate principal amount of debentures. In November 2007, we
redeemed the remaining debentures at an approximate cost of $18,000, plus accrued and unpaid interest.

In October 2007, we also called our 1.5% Convertible Debentures due May 15, 2021. Between the notice of
redemption and the fourth trading day prior to the redemption date, holders retained the right to convert the debentures into
our ordinary shares at a rate of 13.8627 ordinary shares per $1,000 debenture. During this period, we issued
5,499,613 ordinary shares upon conversion of $397 million aggregate principal amount of debentures. In November 2007,
we redeemed the remaining debentures at an approximate cost of $3 million, plus accrued and unpaid interest.

Repurchase of Ordinary Shares—In May 2006, our board of directors authorized an increase in the amount of
ordinary shares which may be repurchased pursuant to our share repurchase program to $4.0 billion from $2.0 billion, which
was previously authorized and announced in October 2005. The ordinary shares may be repurchased from time to time in
open market or private transactions. Decisions to repurchase shares are based upon our ongoing capital requirements, the
price of our shares, regulatory considerations, cash flow generation, general market conditions and other factors. We plan to
fund any future share repurchases under the program from current and future cash balances and we could also use debt to
fund those share repurchases. The repurchase program does not have an established expiration date and may be suspended or
discontinued at any time. There can be no assurance regarding the number of shares that will be repurchased under the
program. Under the program, repurchased shares are retired and returned to unissued status.

During 2006, we repurchased and retired $2.6 billion of our ordinary shares, which amounted to approximately
35.7 million ordinary shares at an average purchase price of $72.78 per share. Total consideration paid to repurchase the
shares was recorded in shareholders equity as a reduction in ordinary shares and additional paid-in capital. Such
consideration was funded with existing cash balances, borrowings under our Former Revolving Credit Facility and our Term
Credit Facility and proceeds from the issuance of our Floating Rate Notes. During 2007, we repurchased approximately
$400 million of our ordinary shares, which amounted to approximately 5.2 million ordinary shares. At February 27, 2008,
after prior repurchases, we had authority to repurchase an additional $600 million of our ordinary shares under the program.
We do not currently expect to make any additional share repurchases under the program in the near future.
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Contractual Obligations—Our contractual obligations included in the table below are at face value.

For the years ending December 31,
Total 2008 2009-2010  2011-2012  Thereafter
(In millions)

Contractual obligations

DEbt.ueiiiiiiiieeee e $ 17,230 $ 6,170 $ 2,200 $ 4,566 $ 4294
Interest on debt........cccoevveviiiiiiiiiiiieieenen, 5,651 686 782 659 3,524
Operating 1€ases .........cccvevveeveervenveneenenen. 110 30 40 19 21
Capital 1€ase ........ccceeveeienienieeee e 32 2 4 4 22
Stock warrant consideration payable.......... 48 — 48 — —
Purchase obligations...........ccccceeveeeieneennen. 2,589 1,164 1,425 — —
Defined benefit pension plans.................... 13 8 5 — —

Total ..o $ 25,673 $ 8,060 $§ 4,504 $ 5,248 $ 7,861

Bondholders may, at their option, require us to repurchase the Series A Notes and the Series B Notes in
December 2010 and 2011, respectively. In addition, holders of any series of the Convertible Notes may, at their option,
require us to repurchase their notes in December 2012, 2017, 2022, 2027 and 2032. The chart above assumes that the holders
of the notes exercise the options at the first available date.

As of December 31, 2007, the total unrecognized tax benefit related to uncertain tax positions, net of prepayments
was $424 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 period of cash settlement
with the respective taxing authorities.

We have an obligation to make contributions in 2008 to our funded U.S. and Norway defined benefit pension plans.
See “—Retirement Plans and Other Postemployment Benefits” for a discussion of expected contributions for pension funding
requirements and expected benefit payments for our unfunded defined benefit pension plans.

At December 31, 2007, we had other commitments that we are contractually obligated to fulfill with cash should the
obligations be called. These obligations include standby letters of credit and surety bonds that guarantee our performance as
it relates to our drilling contracts, insurance, customs, tax and other obligations in various jurisdictions. Letters of credit are
issued under a number of facilities provided by several banks. The obligations that are the subject of these surety bonds and
letters of credit are geographically concentrated in Nigeria and India. These letters of credit and surety bond obligations are
not normally called as we typically comply with the underlying performance requirement.

The table below provides a list of these obligations in U.S. dollar equivalents and their time to expiration.

For the years ending December 31,
Total 2008 2009-2010  2011-2012  Thereafter
(In millions)

Other commercial commitments

Standby letters of credit.........cooevervreverennene. $ 532 $ 389 $ 102 $§ 31 $ 10
Surety bonds ......cceevveeiieiiieieiieeee e 24 23 1 — —
Total .oevveiieii e $ 556 $ 412 $§ 103 $ 31 § 10

We have established a wholly-owned captive insurance company which insures various risks of our operating
subsidiaries. Access to the cash investments of the captive insurance company may be limited due to local regulatory
restrictions. These cash investments totaled $34 million at December 31, 2007 and are expected to rise to approximately
$110 million by the end of 2008 as the level of premiums paid to the captive insurance company continues to increase.

Derivative Instruments

We have established policies and procedures for derivative instruments that have been approved by our board of
directors. These policies and procedures provide for the prior approval of derivative instruments by our Chief Financial
Officer. From time to time, we may enter into a variety of derivative financial instruments in connection with the
management of our exposure to fluctuations in foreign exchange rates and interest rates. We do not enter into derivative
transactions for speculative purposes; however, for accounting purposes, certain transactions may not meet the criteria for
hedge accounting. At December 31, 2007, we had no outstanding foreign exchange or interest rate derivative instruments.
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Results of Operations

Historical 2007 compared to 2006

Following is an analysis of our operating results. See “—Overview” for a definition of revenue earning days,
utilization and average daily revenue.

Years ended

December 31,
2007 2006 Change % Change
(In millions, except day amounts and percentages)

Revenue earning days .......c.ccoceoeeveieneneie e 28,074 26,361 1,713 6%
ULIHZATION 1.ttt 90% 84% n/a 6%
Average daily TEVENUE. .........ccoevivveeieriieeiereeeeeeee e $ 211,900 $ 142,100 $ 69,800 49%
Contract drilling TEVENUES .........cveverirveierieieeierieieeeerereserennes $ 5,948 $ 3,745 $ 2,203 59%
Contract intangible reVenuEes............oceeeeeierieereeeeie e 88 — 88 100%
Other TEVEINUERS .....eveeiieiieiieie et 341 137 204 n/m
6,377 3,882 2,495 64%
Operating and Maintenance eXPense ........cceeverreereerveereereenes (2,781) (2,155) (626) 29%
Depreciation, depletion and amortization .............ccccceeveeneenne. (499) (401) (98) 24%
General and administrative €Xpense..........ceevvevveeveeeereeerneennn. (142) (90) (52) 58%
Gain from disposal of assets, Net..........cceevvevrreciieiesierreeiennn. 284 405 (121) 30%
OPErating IMNCOMC .....ceveeuieeiieriieiieieeie ettt 3,239 1,641 1,598 97%
Other income (expense), net
INtEIESt INCOME ...ttt 30 21 9 43%
Interest expense, net of amounts capitalized........................ (172) (115) (57) 50%
Loss on retirement of debt ...........ccoccvevieiiieiiniiiiciecies (8) — ®) (100)%
(0111 1S) D 4 1< SRRSO 295 60 235 n/m
[NCOME tAX EXPEINSC ..eevvieneienreeeieiieiienteeieeeieeeieeteeae e seeeseeennes (253) (222) (31) 14%
INEE INCOIMIE ...ttt ettt eae e eae e $ 3,131 $ 1,385 $ 1,746 n/m

“n/a” means not applicable
“n/m” means not meaningful

Contract drilling revenues increased primarily due to higher average daily revenue across the fleet and as a result of
the inclusion of approximately one month of GlobalSantaFe’s operations. Revenues from 14 rigs that were out of service for
a portion of 2006 contributed $648 million, higher revenues attributable to the Merger contributed $344 million and
reactivation of three rigs during 2006 contributed to higher utilization and increased revenue by $245 million. Partially
offsetting these increases were lower revenues of $113 million on eight rigs that were out of service for a portion of 2007 for
shipyard, mobilization or maintenance projects and lower revenues of $19 million from three rigs sold in 2007.

Contract intangible revenues of $88 million were recognized as a result of the fair market valuation of
GlobalSantaFe drilling contracts in effect at the time of the Merger with no corresponding revenue in the prior year.

Other revenues for the year ended December 31, 2007 increased $204 million primarily due to an increase of
$143 million in integrated services revenue, a $49 million increase in non-drilling revenue primarily as a result of the
inclusion of approximately one month of GlobalSantaFe’s operations and a $11 million increase in client reimbursable
revenue.

Operating and maintenance expenses increased by $626 million primarily from expenses related to higher labor
costs, vendor price increases, increased integrated service costs of $127 million, higher reimbursable expenses in line with
the higher level of reimbursable revenues, $151 million as a result of the inclusion of approximately one month of
GlobalSantaFe’s operations and $59 million of accelerated share-based compensation and incremental bonus expense
incurred as a result of the Merger. These increases were partially offset by the costs incurred in 2006 of $81 million for the
reactivation of three of our rigs with no corresponding expense in 2007 and $19 million of costs incurred to repair damage
sustained during hurricanes Katrina and Rita in 2006 with no corresponding expense in 2007.

Depreciation, depletion and amortization increased primarily due to $81 million of depreciation of property and
equipment acquired in the Merger and with the inclusion of approximately one month of GlobalSantaFe’s operations,
including $7 million of amortization of intangible assets from our drilling management services and $4 million of depletion
of intangible costs from our oil and gas properties.
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The increase in general and administrative expenses was due primarily to $45 million higher personnel related
expenses, which included $14 million of accelerated share-based compensation expense and $6 million of incremental bonus
expense incurred as a result of the Merger, and $4 million from the inclusion of approximately one month of GlobalSantaFe’s
operations. In addition, there was a $6 million increase in general operating costs, which included rent, utilities, advertising
and public relations expenses.

During 2007, we recognized net gains of $284 million related to rig sales and disposal of other assets. During 2006,
we recognized net gains of $405 million related to rig sales and disposal of other assets.

The increase in interest income was primarily due to higher average cash balances in 2007 compared to 2006.

The increase in interest expense was primarily attributable to $63 million resulting from the issuance of new debt, of
which $43 million was from borrowings under the Bridge Loan Facility executed in conjunction with the Merger. In
addition, $3 million was debt assumed in connection with the Merger and $47 million was from higher borrowings under our
other credit facilities in 2007, compared to 2006. Partially offsetting this increase was $59 million related to increased
capitalized interest in 2007 compared to 2006.

During 2007, we recognized an $8 million loss related to the early termination of $12.8 billion aggregate principal
amount of our debt, with no comparable activity in 2006.

The increase in other, net was primarily due to $277 million in income recognized in 2007 in connection with the
TODCO Tax Sharing Agreement compared to $51 million recognized in 2006.

We operate internationally and provide for income taxes based on the tax laws and rates in the countries in which we
operate and earn income. There is no expected relationship between the provision for income taxes and income before
income taxes. The annual effective tax rate for 2007 and 2006 was 12.5 percent and 18.5 percent, respectively, based on
2007 and 2006 income before income taxes and minority interest after adjusting for certain items such as a portion of net
gains on sales of assets, 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. The tax impact of the various discrete items was a net benefit of $113 million in 2007, resulting in an
effective tax rate of 7.5 percent on earnings before income taxes and minority interest. The discrete items in 2007 included a
benefit of $43 million resulting from changes in prior year estimates, $58 million for the reduction of a valuation allowance
related to U.S. foreign tax credits and $15 million from merger-related costs. For the year ended December 31, 2006, the tax
impact of the various discrete period tax items, which related to the net gains on rig sales and changes in prior year tax
estimates, was a net expense of $10 million, resulting in an effective tax rate of 13.8 percent on earnings before income taxes
and minority interest.

2007 Pro Forma Operating Results

Our historical financial operating results include approximately one month of operating results for the combined
company. Although the Merger did not materially impact 2007 results, it is expected to have a significant impact on our
future results of operations and financial condition.

The purchase price is comprised of the following (in millions):

Value of Transocean shares issued to GlobalSantaFe shareholders.................. $ 12,229
Cash consideration to GlobalSantaFe shareholders ...........cccccoeevvviiiiivieiinnnnnn. 5,094

Fair value of converted GlobalSantaFe stock options
and stock appreciation rights...........cceeveviieiiieciiiiie i 157
Transocean tranSaction COSTS.......ccuiiiirerriririieeirieereeeireeereeereeereeereeeereeeeseenenes 35
Total PUIChaSe PIiCE.....ceiiivierieiiieiieiieie ettt $ 17,515

Our unaudited pro forma consolidated results for the year ended December 31, 2007, reflected income from
continuing operations of $3.8 billion or $16.95 per diluted share on pro forma operating revenues of $10.0 billion. The pro
forma operating results assume the Transactions were completed as of January 1, 2007 (see Notes to Consolidated Financial
Statements—Note 4—Merger with GlobalSantaFe Corporation). These pro forma results do not reflect the effects of reduced
depreciation expense related to conforming the estimated lives of GlobalSantaFe rigs and the elimination of certain allocated
costs from GlobalSantaFe. The pro forma financial data should not be relied on as an indication of operating results that we
would have achieved had the Transactions taken place earlier or of the future results that we may achieve.
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The purchase price allocation for the Merger included the following (in millions):

Historical net book value of GIobalSantaFe ...........ooovviiiiiiiiiiee e $ 5,776
Fair value adjustment of property and equipment—contract drilling services, net .............ccoccveneeee. 7,385
Fair value adjustment of property and equipment—oil and gas properties, net ...........cccccevverreennenne. 55
Fair value adjustment of materials and SUPPIIEs, NEt........ccceevieriiiiiiirieriee e 138
Fair value adjustment of defined benefit plans, Nt ............ccooveviiiiiiiiiniereeeee e 31
Elimination of historical deferred revenues associated with contract drilling services ...................... 107
Elimination of historical deferred expenses associated with contract drilling services...................... (34)
Adjustment to deferred income taxes resulting from various pro forma adjustments, net.................. (530)
Severance costs for legacy GlobalSantaFe affected employees ...........cccveierieiieiiiiieiienieeeeee (25)
Adjustment to goodwill—contract drilling SEIVICES ........ccerueruieieieieie e 5,400
Adjustment to goodwill—drilling Management SEIVICES. .......cc.erueruerueruieirieieieneese e eteeeeeneeneeeeee s 260
Adjustment to goodwill— 0il and Zas PrOPEITICS .......c.cccuereerreeriieriieieeieeteete et eae e e 23
Drilling contract intangibles, NEt .........c..ccuerieriieriieiieierieseete ettt beeaeesaesraesbeebeessessaesseenas (1,303)
Other INtangible TEEIMS, NEL......c.ecivieriieieiiecierie ettt ettt ettt eb et e s e e sbeesseeaessaessaesseeseesseessesseesaensens 239
L 313 U 1 T AT @)
TOtAl PUICHASE PIICE ...uvieviieiieiietiete ettt ettt ettt et et e e e et e st e seenseenteeneesneesseenseenseeneanseenes $§ 17,515

We recorded additional goodwill of approximately $6.0 billion, representing the excess of the purchase price over
estimated fair value of net assets acquired after eliminating $333 million of historical goodwill existing in the historical net
book value of GlobalSantaFe at the time of the Merger. At December 31, 2007, this goodwill represented approximately
17 percent of total assets and 45 percent of total shareholders' equity. The goodwill will be tested for impairment at least
annually at the reporting unit level (see Notes to Consolidated Financial Statements—Note 2—Summary of Significant
Accounting Policies).

In connection with the Merger, we acquired drilling contracts for future contract drilling services of GlobalSantaFe.
These contracts include fixed dayrates and dayrates that may be above or below dayrates as of the date of the Merger for
similar contracts. We adjusted these drilling contracts to fair value as of the date of the Merger, and after amortizing $88
million in contract intangible revenues in December 2007, the remaining carrying values were $179 million recorded in other
assets and $1,394 million recorded in other long-term liabilities on our consolidated balance sheet at December 31, 2007. We
recognize the contract intangible revenues over the respective contract period, amortizing the balances using the straight-line
method. The following table provides our forecast of amortization of non-cash contract intangible revenues.

Years ending December 31,

2008 ..ttt $ 689
2009 . 281
2000 e 98
2011 oo 45
2002 e 42
Thereafter........coouvevvuiiiiieee e 60

TOtAL oo $ 1215

Additionally, we identified other intangible assets associated with drilling management services, including the trade
name, customer relationships and contract backlog. We consider the ADTI trade name to be an indefinite life intangible
asset, which will not be amortized and will be subject to an annual impairment test. The customer relationships and contract
backlog have definite lifespans and will each be amortized over their useful lives of 15 years and three months, respectively.
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Historical 2006 compared to 2005

Following is an analysis of our operating results. See “—Overview” for a definition of revenue earning days,
utilization and average daily revenue.

Years ended

December 31,
2006 2005 Change % Change
(In millions, except day amounts and percentages)

Revenue earning days .........cccceeveeriereecieiiieeiereeeeieeeeeens 26,361 26,224 137 1%
ULTHZALION .. 84% 79% n/a 5%
Average daily reVeNUE...........ccocveviieveveeirieieeiieeeceeeeeeeeens $ 142,100 $ 105,100 $ 37,000 35%
Contract drilling TEVENUES ..........c.cevevevereeeieiiieierererererereaenns $ 3,745 $ 2,757 $ 988 36%
Other TEVENUES ......ocueiiieiiiieieeee e 137 135 2 1%
3,882 2,892 990 34%
Operating and Maintenance eXPense ..........ceceeeeeeereeeereenenss (2,155) (1,720) (435) 25%
DePreCiation ......ccvieeveeeieeeieiiieiieerie ettt reere e eeeeenaens (401) (4006) 5 (H%
General and administrative €Xpense..........ceeeeeveevervenreenenns (90) (75) (15) 20%
Gain from disposal of assets, Net.........ccceeveerereierienienienenns 405 29 376 n/m
OPErating INCOME ......c.eeereeiereeieeieeeeeieseeesseeeeeeeseeenseeeeens 1,641 720 921 n/m
Other income (expense), net
INtErest INCOME ....co.veviiiriiriiniieiieie e 21 19 2 11%
Interest expense, net of capitalized interest ....................... (115) (111) 4) 4%
Gain from TODCO stock sales..........ccooeeeeeieieciieeeeeneeenn, — 165 (165) (100)%
Loss on retirement of debt .........ccocvveviiiiiiiiiiciieeieee, — @) 7 (100)%
(017115 TR 1 1= PR 60 17 43 n/m
INCOME tAX EXPENSE ..veenvrreeieeeieeireeireeteeerieeeieeeaeeebeeeaeennns (222) (87) (135) n/m
NEE INCOIMC ..ottt ettt ee e eeeseeene e $ 1385 $ 716 $ 669 93%

“n/a” means not applicable
“n/m” means not meaningful

The increase in contract drilling revenues was primarily due to higher average daily revenue in all asset classes and
to the reactivation of four Midwater Floaters and one High-Specification Floater in 2005 and 2006. Partially offsetting this
increase were lower revenues on four rigs that were out of service in 2006 for shipyard or maintenance projects and lower
revenues from one rig which was sold in 2006.

Other revenues for the year ended December 31, 2006 increased $2 million due to a $23 million increase in client
reimbursable revenue partially offset by decreased integrated services revenue of $21 million.

Operating and maintenance expenses increased by $435 million primarily from shipyard projects, rig reactivations,
higher labor costs and vendor price increases resulting in higher labor and rig maintenance costs. This increase included
$76 million for reactivation costs associated with the Transocean Prospect, Transocean Winner and C. Kirk Rhein, Jr. and
$19 million of costs incurred to repair damages sustained during hurricanes Katrina and Rita on the Transocean Marianas
and the Deepwater Nautilus.

The increase in general and administrative expenses of $15 million was due primarily to $12 million higher
personnel related expenses and $4 million higher legal fees, including costs related to the TODCO dispute and patent
litigation with GlobalSantaFe.

During 2006, we recognized net gains of $405 million related to rig sales and disposal of other assets. During 2005,
we recognized net gains of $29 million related to rig sales and disposal of other assets.

The increase in interest expense was primarily attributable to $39 million resulting from higher debt levels arising
from the issuance of debt and borrowings under credit facilities in 2006, with no comparable activity in 2005. Partially
offsetting this increase were reductions of $19 million associated with debt that was redeemed, retired or repurchased in 2005
and $16 million related to capitalized interest in 2006.

During 2005, we recognized gains of $165 million from the disposition of our then remaining investment in
TODCO with no comparable activity in 2006.
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During 2005, we recognized a $7 million loss related to the early redemption and repurchase of $782 million
aggregate principal amount of our debt, with no comparable activity in 2006.

The increase in other, net was primarily due to $40 million more income recognized in 2006 as compared to 2005
related to the tax sharing agreement with TODCO and $6 million related to extension fees on the sale of the
Transocean Wildcat in 2006.

We operate internationally and provide for income taxes based on the tax laws and rates in the countries in which we
operate and earn income. There is no expected relationship between the provision for income taxes and income before
income taxes. The annual effective tax rate for 2006 and 2005 was 18.5 percent and 16.8 percent, respectively, based on
2006 and 2005 income before income taxes and minority interest after adjusting for certain items such as a portion of net
gains on sales of assets, items related to the disposition of TODCO and losses on retirements of debt. 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. The tax impact of the various discrete period tax items, which related to the net
gains on rig sales and changes in prior year tax estimates, was a net tax expense of $10 million in 2006, resulting in an
effective tax rate of 13.8 percent on earnings before income taxes and minority interest. The tax impact of the various
discrete items was a net tax benefit of $14 million in 2005, resulting in an effective tax rate of 10.8 percent on earnings before
income taxes and minority interest. The discrete items in 2005 included a benefit of $17 million for the reduction in a
valuation allowance related to U.K. net operating losses and a benefit related to the resolution of various tax audits, partially
offset by expenses related to asset dispositions, a deferred tax charge attributable to the restructuring of certain non-U.S.
operations and items related to the disposition of TODCO.

Critical Accounting Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated
financial statements. This discussion should be read in conjunction with disclosures included in the notes to our consolidated
financial statements related to estimates, contingencies and new accounting pronouncements. Significant accounting policies
are discussed in Note 2 to our consolidated financial statements. The preparation of our financial statements requires us to
make estimates and judgments that affect the reported amounts of assets, liabilities, revenues, expenses and related disclosure
of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, including those related to bad debts,
materials and supplies obsolescence, investments, property and equipment, intangible assets and goodwill, income taxes,
workers insurance, share-based compensation, pensions and other post-retirement and employment benefits and contingent
liabilities. 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 values of assets and
liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different
assumptions or conditions.

We believe the following are our most critical accounting policies. These policies require significant judgments and
estimates used in the preparation of our consolidated financial statements. Management has discussed each of these critical
accounting policies and estimates with the audit committee of the board of directors.

Income taxes—We are a Cayman Islands company. As such, our earnings are not subject to income tax in the
Cayman Islands because the country does not levy a corporate tax on income. We operate through our various subsidiaries in
a number of countries throughout the world. Income taxes have been provided based upon the tax laws and rates in the
countries in which operations are conducted and income is earned. There is no expected relationship between the provision
for or benefit from income taxes and income or loss before taxes because the countries have taxation regimes that vary not
only with respect to the nominal tax rate, but also in terms of the availability of deductions, credits and other benefits.
Variations also arise when income earned and taxed in a 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 and evaluation of our annual tax provision
and tax positions involves the interpretation of the tax laws in the various jurisdictions in which we operate 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. Changes in tax laws, regulations, agreements, and treaties, foreign
currency exchange restrictions or our level of operations or profitability in each jurisdiction would impact our tax liability in
any given year. We also operate in many jurisdictions where the tax laws relating to the offshore drilling industry are not
well developed. While our annual tax provision is based on the best information available at the time, a number of years may
elapse before the ultimate tax liabilities in the various jurisdictions are determined.

We maintain liabilities for estimated tax exposures in jurisdictions of operation. Our annual tax provision includes
the impact of income tax provisions and benefits for changes to liabilities that we consider appropriate, as well as related
interest. Tax exposure items primarily include potential challenges to permanent establishment positions, intercompany
pricing, disposition transactions and the applicability or rate of various withholding taxes. These exposures are resolved
primarily through the settlement of audits within these tax jurisdictions or by judicial means, but can also be affected by
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changes in applicable tax law or other factors, which could cause us to conclude a revision of past estimates is appropriate.
We are currently undergoing examinations in a number of taxing jurisdictions for various fiscal years. We believe that an
appropriate liability has been established for estimated exposures. However, actual results may differ materially from these
estimates. We review these liabilities quarterly and to the extent the audits or other events result in an adjustment to the
liability accrued for a prior year, the effect will be recognized in the period of the event.

We do not believe it is possible to reasonably estimate the potential impact of changes to the assumptions and
estimates identified because the resulting change to our tax liability, if any, is dependent on numerous factors which cannot
be reasonably estimated. These include, among others, the amount and nature of additional taxes potentially asserted by local
tax authorities; the willingness of local tax authorities to negotiate a fair settlement through an administrative process; the
impartiality of the local courts; and the potential for changes in the tax paid to one country to either produce, or fail to
produce, an offsetting tax change in other countries.

Judgment, assumptions and estimates are required in determining whether deferred tax assets will be realized in full
or in part. When it is estimated to be more likely than not that all or some portion of specific deferred tax assets, such as
foreign tax credit carryovers or net operating loss carryforwards, will not be realized, a valuation allowance must be
established for the amount of the deferred tax assets that are considered at the time to be unrealizable. As of December 31,
2005, the valuation allowance against certain deferred tax assets, primarily U.S. foreign tax credit carryforwards and certain
net operating losses, was in the amount of $48 million, and we increased the valuation allowance to $59 million at the end of
2006. Due to a change of circumstances in 2007, we now believe that we will realize the benefits of our foreign tax credits in
the U.S. As such, we released the entire associated valuation allowance against U.S. foreign tax credits of approximately
$58 million. See “Results of Operations—Historical 2007 compared to 2006 and “Results of Operations—Historical 2006
compared to 2005.” We continually evaluate strategies that could allow for the future utilization of our deferred tax assets.

We have not provided for deferred taxes on the unremitted earnings of certain subsidiaries that are permanently
reinvested. Should we make a distribution from the unremitted earnings of these subsidiaries, we may be required to record
additional taxes. Because we cannot predict when, if at all, we will make a distribution of these unremitted earnings, we are
unable to make a determination of the amount of unrecognized deferred tax liability.

We have not provided for deferred taxes in circumstances where we expect that, due to the structure of operations
and applicable law, the operations in that jurisdiction will not give rise to future tax consequences. Should our expectations
change regarding the expected future tax consequences, we may be required to record additional deferred taxes that could
have a material effect on our consolidated statement of financial position, results of operations or cash flows.

Goodwill impairment—We perform a test for impairment of our goodwill annually as of October 1 as prescribed by
SFAS 142, Goodwill and Other Intangible Assets. Because our business is cyclical in nature, goodwill could be significantly
impaired depending on when the assessment is performed in the business cycle. The fair value of our reporting units is based
on a blend of estimated discounted cash flows, publicly traded company multiples and acquisition multiples. Estimated
discounted cash flows are based on projected utilization and dayrates. Publicly traded company multiples and acquisition
multiples are derived from information on traded shares and analysis of recent acquisitions in the marketplace, respectively,
for companies with operations similar to ours. Changes in the assumptions used in the fair value calculation could result in
an estimated reporting unit fair value that is below the carrying value, which may give rise to an impairment of goodwill. In
addition to the annual review, we also test for impairment should an event occur or circumstances change that may indicate a
reduction in the fair value of a reporting unit below its carrying value.

Property and equipment—Our property and equipment represents approximately 61 percent of our total assets. We
determine the carrying value of these assets based on our property and equipment accounting policies, which incorporate our
estimates, assumptions, and judgments relative to capitalized costs, useful lives and salvage values of our rigs.

Our property and equipment accounting policies are designed to depreciate our assets over their estimated useful
lives. The assumptions and judgments we use in determining the estimated useful lives of our rigs reflect both historical
experience and expectations regarding future operations, utilization and performance of our assets. The use of different
estimates, assumptions and judgments in the establishment of property and equipment accounting policies, especially those
involving the useful lives of our rigs, would likely result in materially different net book values of our assets and results of
operations.

In addition, our policies are designed to appropriately and consistently capitalize costs incurred to enhance, improve
and extend the useful lives of our assets and expense those costs incurred to repair and maintain the existing condition of our
rigs. Capitalized costs increase the carrying values and depreciation expense of the related assets, which would also impact
our results of operations.

Useful lives of rigs are difficult to estimate due to a 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 drilling industry. We evaluate the remaining useful lives of our rigs when certain events
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occur that directly impact our assessment of the remaining useful lives of the rig and include changes in operating condition,
functional capability and market and economic factors. We also consider major capital upgrades required to perform certain
contracts and the long-term impact of those upgrades on the future marketability when assessing the useful lives of individual
rigs. A one-year increase in the useful lives of all of our rigs would cause a decrease in our annual depreciation expense of
approximately $154 million while a one-year decrease would cause an increase in our annual depreciation expense of
approximately $211 million.

We review our property and equipment for impairment when events or changes in circumstances indicate that the
carrying value of such assets or asset groups may be impaired or when reclassifications are made between property and
equipment and assets held for sale as prescribed by Statement of Financial Accounting Standards (“SFAS”) No. 144,
Accounting for Impairment or Disposal of Long-Lived Assets. Asset impairment evaluations are based on estimated
undiscounted cash flows for the assets being evaluated. Supply and demand are the key drivers of rig idle time and our
ability to contract our rigs at economical rates. During periods of an oversupply, it is not uncommon for us to have rigs idled
for extended periods of time, which could be an indication that an asset group may be impaired. Our rigs are equipped to
operate in geographic regions throughout the world. Because our rigs are mobile, we may move rigs from an oversupplied
market sector to one that is more lucrative and undersupplied when it is economical to do so. As such, our rigs are
considered to be interchangeable within classes or asset groups and accordingly, our impairment evaluation is made by asset
group. We consider our asset groups to be High-Specification Floaters, Midwater Floaters, High-Specification Jackups,
Standard Jackups and Other Rigs.

An impairment loss is recorded in the period in which it is determined that the aggregate carrying amount of assets
within an asset group is not recoverable. This requires us to make judgments regarding long-term forecasts of future
revenues and costs related to the assets subject to review. In turn, these forecasts are uncertain in that they require
assumptions about demand for our services, future market conditions and technological developments. Significant and
unanticipated changes to these assumptions could require a provision for impairment in a future period. Given the nature of
these evaluations and their application to specific asset groups and specific times, it is not possible to reasonably quantify the
impact of changes in these assumptions.

Fair Value of Assets Acquired—The Merger has been accounted for using the purchase method of accounting as
defined under SFAS No. 141, Business Combinations. Accounting for this acquisition has resulted in the capitalization of the
cost in excess of fair value of the net assets acquired as goodwill. We estimated the fair values of the assets acquired in the
Merger as of the date of acquisition, and these estimates are subject to adjustment based on our final assessments of the fair
value of property and equipment, intangible assets, liabilities, evaluation of tax positions and contingencies. We expect to
complete these assessments within one year of the date of the Merger. See Notes to Consolidated Financial Statements—
Note 4—Merger with GlobalSantaFe Corporation.

Our estimates of fair value of property and equipment are subjective based on the age and condition of rigs acquired
and the determination of the remaining useful lives of the rigs. We estimated the fair values of rigs acquired based on input
from a third-party broker, and values were appraised based on perceptions of potential buyers and sellers in the market, which
generally renders a low trading volume of rigs in the secondary market. The valuation of a rig can also vary based on the rig
design, condition and particular equipment configuration, and it can be difficult to determine the fair value based on the
cyclicality of our business, demand for offshore drilling rigs in different markets and changes in economic conditions. We
have currently classified several rigs as held for sale, and the ultimate value received may differ from our estimate of the fair
values. Changes in the values of rigs or the useful lives would affect our calculations of depreciation and our recorded
goodwill.

In connection with the Merger, we acquired drilling contracts for future contract drilling services at fixed dayrates
that may be above or below market dayrates for similar contracts as of the date of the Merger. We adjusted these drilling
contracts to fair value based on the discounted cash flow associated with each contract and the estimated market expectations
for dayrates that could be charged over the same contractual terms. The market for drilling contracts is limited, identifying
comparable contract rates in the market and determining the fair value is subjective and assumptions used to estimate market
value and the discounted cash flow associated with the contract can affect the assigned value. These assumptions include
differences in capabilities of rigs, cost differentials between locations for similar rigs, cost escalations or tax reimbursements
that may or may not be included in the dayrate and assumptions of rig efficiency. Differences in estimated market values of
the contracts could have a material impact on the amortization of the contract intangible recognized in contract intangible
revenues on our consolidated statement of operations.

Pension and other postretirement benefits—Our defined benefit pension and other postretirement benefit (retiree life
insurance and medical benefits) obligations and the related benefit costs are accounted for in accordance with SFAS No. 158,
Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements
No. 87, 88, 106 and 132(R) (“SFAS 158”), SFAS No. 87, Employers’ Accounting for Pensions (“SFAS 87”) and
SFAS No. 106, Employers’ Accounting for Postretirement Benefits Other than Pensions. Pension and postretirement costs
and obligations are actuarially determined and are affected by assumptions including expected return on plan assets, discount
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rates, compensation increases, employee turnover rates and health care cost trend rates. We evaluate our assumptions
periodically and make adjustments to these assumptions and the recorded liabilities as necessary.

Two of the most critical assumptions are the expected long-term rate of return on plan assets and the assumed
discount rate. We periodically evaluate our assumptions regarding the estimated long-term rate of return on plan assets based
on historical experience and future expectations on investment returns, which are calculated by our third-party investment
advisor utilizing the asset allocation classes held by the plans’ portfolios. As of January 1, 2008, based on market conditions
and investment strategies, we reduced our expected long-term rate of return for our U.S. plans from 9.00 percent to
8.50 percent, which will result in an increase of approximately $3 million in our expected pension expense for 2008. For
determining the discount rate for our U.S. plans, we utilize a yield curve approach based on Aa corporate bonds and the
expected timing of future benefit payments. Changes in these and other assumptions used in the actuarial computations could
impact our projected benefit obligations, pension liabilities, pension expense and other comprehensive income. We base our
determination of pension expense on a market-related valuation of assets that reduces year-to-year volatility. This market-
related valuation recognizes investment gains or losses over a five-year period from the year in which they occur. Investment
gains or losses for this purpose are the difference between the expected return calculated using the market-related value of
assets and the actual return based on the market-related value of assets.

For each percentage point the expected long-term rate of return assumption is lowered, pension expense would
increase by approximately $9 million. For each one-half percentage point the discount rate is lowered, pension expense
would increase by approximately $7 million. See “—Retirement Plans and Other Postemployment Benefits.”

Contingent liabilities—We establish reserves for estimated loss contingencies when we believe a loss is probable
and the amount of the loss can be reasonably estimated. Our contingent liability reserves relate primarily to litigation,
personal injury claims and potential tax assessments (see “—Income Taxes). Revisions to contingent liability reserves are
reflected in income in the period in which different facts or information become known or circumstances that affect our
previous assumptions with respect to the likelihood or amount of loss change. Reserves for contingent liabilities are based
upon our assumptions and estimates regarding the probable outcome of the matter. Should the outcome differ from our
assumptions and estimates or other events result in a material adjustment to the accrued estimated reserves, revisions to the
estimated reserves for contingent liabilities would be required and would be recognized in the period the new information
becomes known.

The estimation of the liability for personal injury claims includes the application of a loss development factor to
reserves for known claims in order to estimate our ultimate liability for claims incurred during the period. The loss
development method is based on the assumption that historical patterns of loss development will continue in the future.
Actual losses may vary from the estimates computed with these reserve development factors as they are dependent upon
future contingent events such as court decisions and settlements.

Share-Based Compensation

On January I, 2006, we adopted the Financial Accounting Standards Board (“FASB”) SFAS No. 123
(revised 2004), Share-Based Payment (“SFAS 123R”), which is a revision of SFAS No. 123, Accounting for Stock-Based
Compensation (“SFAS 123”).  We previously accounted for share-based compensation in accordance with SFAS 123.
Adoption of the new standards did not have a material effect on our consolidated statement of financial position, results of
operations or cash flows.

Retirement Plans and Other Postemployment Benefits

On December 31, 2006, we adopted the recognition and disclosure provisions of SFAS 158, which require the
recognition of the funded status of the Defined Benefit and Postretirement Benefits Other Than Pensions (“OPEB”) plans on
the December 31, 2006 balance sheet with a corresponding adjustment to accumulated other comprehensive income. The
adjustment to accumulated other comprehensive income at adoption represents the net unrecognized actuarial losses,
unrecognized prior service costs, and unrecognized transition obligation remaining from the initial application of SFAS 87,
all of which were previously netted against the plans’ funded status in the balance sheet. These amounts will be subsequently
recognized as net periodic pension cost pursuant to our historical accounting policy for amortizing such amounts. Further,
actuarial gains and losses that arise in subsequent periods and are not recognized as net periodic pension cost in the same
periods will be recognized as a component of other comprehensive income. Those amounts will be subsequently recognized
as a component of net periodic pension cost on the same basis as the amounts recognized in accumulated other
comprehensive income.

The incremental effects of adopting SFAS 158 on the consolidated balance sheet at December 31, 2006 are
presented in the following table. The adoption of SFAS 158 did not affect the consolidated statement of operations for the
year ended December 31, 2006, or any prior period presented, and it will not affect our operating results in future periods.
The incremental effects of adopting the provisions of SFAS 158 on the consolidated balance sheet are presented as follows:
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At December 31, 2006

Prior to Effect of

adopting adopting

SFAS 158 SFAS 158 As reported
Other @SSES ....vvivieieriieeietieieeeet ettt $ 322 $ 23 $ 299
Other current liabilities .........ccceeverieveninienciiiciciee, 366 3 369
Deferred income taxes, Net ........ccvevveerierieeriesiereeieeeenns 60 (6) 54
Other long-term liabilities.........cccevverierieriieieeieeieee, 337 6 343
Accumulated other comprehensive 10SS.........ccccceeveenennne 4) (26) (30)

Defined Benefit Pension Plans—We maintain a qualified defined benefit pension plan (the “Retirement Plan”)
covering substantially all U.S. employees, and an unfunded plan (the “Supplemental Benefit Plan”) to provide certain eligible
employees with benefits in excess of those allowed under the Retirement Plan. In conjunction with the R&B Falcon merger,
we acquired three defined benefit pension plans two funded and one unfunded (the “Frozen Plans”), that were frozen prior to
the merger for which benefits no longer accrue but the pension obligations have not been fully paid out. We refer to the
Retirement Plan, the Supplemental Benefit Plan and the Frozen Plans collectively as the “U.S. Plans.”

In connection with the Merger, we assumed four defined benefit plans covering substantially all legacy
GlobalSantaFe U.S. employees and a frozen defined benefit plan that provides retirement benefits to four former members of
the board of directors of Global Marine Inc. (the “Assumed U.S. Pension Plans™). The frozen defined benefit plan is closed
to additional participants and no additional benefits are being accrued under this plan. In addition, we assumed a defined
benefit plan in the U.K. (the “Assumed U.K. Pension Plan,” and together with the Assumed U.S. Pension Plans, the
“Assumed Pension Plans”), covering substantially all non-U.S. legacy GlobalSantaFe employees.

In connection with the Merger, the Supplemental Benefit Plan was amended to provide employees terminated under
a severance plan with age, earnings and service benefits described in the Severance Plan, as defined below, and similar
severance arrangements (“Severance Credits”). The Supplemental Benefit Plan provides credit for age, service and earnings
during the period of time after termination during which severance is paid (the “Salary Continuation Period”), or if an eligible
employee receives severance in a lump sum, the lump sum is considered to be paid out over the Salary Continuation Period in
order to provide the value of the Severance Credits. The Supplemental Benefit Plan was also amended to provide for a lump-
sum form of payment within 90 days after a participant’s termination of employment and a six-month delay on benefits
payable to “specified employees” under Section 409A of the Internal Revenue Code.

Effective November 27, 2007, one of the Assumed Pension Plans, the GlobalSantaFe Pension Equalization Plan
(the “PEP”), was also amended to provide certain terminated employees under the Severance Plan with Severance Credits.
The PEP provides credit for age, service and earnings during the Salary Continuation Period, or if an eligible employee
receives severance in a lump sum, the lump sum is considered to be paid out over the Salary Continuation Period in order to
provide the value of the Severance Credits. The PEP was also amended to provide for a lump-sum form of payment within
90 days after a participant’s termination of employment and a six-month delay on benefits payable to “specified employees”
under Section 409A of the Internal Revenue Code. In addition, the amendment specifies that terminated employees who are
ineligible to receive Severance Credits under the legacy GlobalSantaFe qualified defined benefit plan will receive Severance
Credits under the PEP.
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In addition, we provide several defined benefit plans, primarily group pension schemes with life insurance
companies covering our Norway operations and two unfunded plans covering certain of our employees and former
employees (the “Norway Plans”). Our contributions to the Norway Plans are determined primarily by the respective life
insurance companies based on the terms of the plan. For the insurance-based plans, annual premium payments are
considered to represent a reasonable approximation of the service costs of benefits earned during the period. We also have
unfunded defined benefit plans (the “Other Non-U.S. Plans”) that provide retirement and severance benefits for certain of our
Indonesian, Nigerian and Egyptian employees. The benefits we provide under defined benefit pension plans are comprised
of the U.S. Plans, the Norway Plans, the Other Non-U.S. Plans and the Assumed Pension Plans (collectively, the “Transocean
Plans”).

Assumed  Assumed

Other U.S. U.K. Total
Norway Non- U.S. Pension Pension Transocean
U.S. Plans Plans Plans Plans Plans Plans
Accumulated Benefit Obligation
At December 31, 2007 $265 $58 $5 $404 $207 $939
At December 31, 2006 243 43 4 — — 290
Projected Benefit Obligation
At December 31, 2007 $313 $71 $9 $444 $228 $1,005
At December 31, 2006 276 69 6 — — 351
Fair Value of Plan Assets
At December 31, 2007 $235 $60 $— $397 $247 $939
At December 31, 2006 223 50 — — — 273
Funded Status
At December 31, 2007 $(78) $(11) $(9) $(47) $19 $(126)
At December 31, 2006 (53) (19) (6) — — (78)
Net Periodic Benefit Cost
Year ended December 31, 2007 $16 $8 $2 $— $1 $27 (a)
Year ended December 31, 2006 18 6 2 — — 26 (a)
Change in Accumulated Other Comprehensive Income
Year ended December 31, 2007 $23 $(9) $— $(2) $— $12
Year ended December 31, 2006 4 11 (1) — — 6
Employer Contributions
Year ended December 31, 2007 $14 $6 $1 $— $1 $22
Year ended December 31, 2006 5 9 1 — — 15
Weighted-Average Assumptions — Benefit Obligations
Discount rate
At December 31, 2007 6.02% 5.30% 12.90% 6.19% 5.90% 6.07% (b)
At December 31, 2006 5.79% 4.80% 12.21% — — 5.72% (b)
Rate of compensation increase
At December 31, 2007 4.18% 4.50% 11.17% 4.74% 4.40% 4.57% (b)
At December 31, 2006 4.19% 4.00% 10.29% — — 4.27% (b)

-55 -



Assumed  Assumed

Other U.S. U.K. Total
Norway Non- U.S. Pension Pension Transocean
U.S. Plans Plans Plans Plans Plans Plans
Weighted-Average Assumptions — Net Periodic Benefit Cost
Discount rate
Year ended December 31, 2007 5.79% 4.80% 13.27% 6.06% 5.90% 5.90% (b)
Year ended December 31, 2006 5.58% 5.50% 13.00% — — 5.69% (b)
Expected long-term rate of return
on plan assets
Year ended December 31, 2007 9.00% 5.40% — 9.00% 7.50% 8.40% (c)
Year ended December 31, 2006 9.00% 6.00% — — — 8.49% (c)
Rate of compensation increase
Year ended December 31, 2007 4.18% 4.00% 11.17% 4.75% 4.40% 4.59% (b)
Year ended December 31, 2006 4.71% 3.50% 10.29% — — 4.54% (b)

(a) Pension costs were reduced by expected returns on plan assets of $26 million and $20 million for the years ended December 31, 2007
and 2000, respectively.

(b) Weighted-average based on relative average projected benefit obligation for the year.

(c) Weighted-average based on relative average fair value of plan assets for the year.

For the funded U.S. Plans, our funding policy consists of reviewing the funded status of these plans annually and
contributing an amount at least equal to the minimum contribution required under the Employee Retirement Income Security
Act of 1974 (“ERISA”). Employer contributions to the funded U.S. Plans are based on actuarial computations that establish
the minimum contribution required under ERISA and the maximum deductible contribution for income tax purposes. We
contributed $14 million and $5 million to the funded U.S. Plans during 2007 and 2006, respectively. We contributed less
than $1 million to the unfunded U.S. Plans during each of 2007 and 2006 to fund benefit payments.

Our contributions to the Transocean Plans in 2007 and 2006, respectively, were funded from our cash flows from
operations.

Net periodic benefit cost for the Transocean Plans included the following components (in millions):

Years ended December 31,

2007 2006
Components of Net Periodic Benefit Cost (a)
Service cost $ 22 $ 20
Interest cost 24 19
Expected return on plan assets ..........cecceevereereenienieieeienieane (26) (20)
Recognized net actuarial 10SS€S......cceevveeeerieiierieieceieiee 5 5
Amortization of prior SErviCe COSt.......ccuvrrrrerirrrieeirierieennens 1 1
Amortization of net transition obligation ............c.cccceeeereennne. 1 1
SFAS 88 settlements/curtailments............cccceceeeeierienenenennnas — —
BeNefit COSt....viuiiiiiiiiiiiiiieieieieeee et $ 27 $ 26

(a) Amounts are before income tax effect.

Plan assets of the funded Transocean Plans have been favorably impacted by a rise in world equity markets during
2007 and an allocation of approximately 60 percent of plan assets to equity securities. Debt securities and other investments
also experienced increased values, but to a lesser extent. During 2007, the market value of the investments in the Transocean
Plans increased by $12 million, or 1.2 percent. The increase is due to net investment gains of $10 million, primarily in the
funded U.S. Plans, resulting from the favorable performance of equity markets in 2007 and $22 million of employer
contributions. These increases were offset by benefit plan payments of $17 million from these plans and $3 million of
unfavorable foreign currency exchange rate changes. We expect to contribute $26 million to the Transocean Plans in 2008.
These contributions are comprised of an estimated $10 million to meet minimum funding requirements for the funded U.S.
Plans, $2 million to fund expected benefit payments for the unfunded U.S. Plans and Other Non-U.S. Plans and an estimated
$7 million each for the funded Norway Plans and the Assumed U.K. Plans. We expect the required contributions will be
funded from cash flow from operations.
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The following pension benefits payments are expected to be paid by the Transocean Plans (in millions):

Years ending December 31,

2008 .. $ 64
20009 .. 38
20010 i 39
2011 i 42
2012 i 44
2013-2017 oo 285

We account for the Transocean Plans in accordance with SFAS 87 as amended by SFAS 158. These statements
require us to calculate our pension expense and liabilities using assumptions based on a market-related valuation of assets,
which reduces year-to-year volatility using actuarial assumptions. Changes in these assumptions can result in different
expense and liability amounts, and future actual experience can differ from these assumptions.

In accordance with SFAS 87, changes in pension obligations and assets may not be immediately recognized as
pension costs in the statement of operations but generally are recognized in future years over the remaining average service
period of plan participants. As such, significant portions of pension costs recorded in any period may not reflect the actual
level of benefit payments provided to plan participants.

Two of the most critical assumptions used in calculating our pension expense and liabilities are the expected long-
term rate of return on plan assets and the assumed discount rate. In 2006, the increase in fair value of plan assets resulted in a
decrease in the minimum pension liability of $25 million. At December 31, 2006, there was no minimum pension liability
included in accumulated other comprehensive income due to our adoption of SFAS 158. The minimum pension liability
adjustment did not impact our results of operations during the years ended December 31, 2005, or 2006, nor did these
adjustments affect our ability to meet any financial covenants related to our debt.

Our expected long-term rate of return on plan assets for funded U.S. Plans was 9.0 percent as of December 31, 2007
and 2006, respectively. The expected long-term rate of return on plan assets was developed by reviewing each plan’s target
asset allocation and asset class long-term rate of return expectations. We regularly review our actual asset allocation and
periodically rebalance plan assets as appropriate. For the U.S. Plans, we discounted our future pension obligations using a
rate of 6.02 percent at December 31, 2007, 5.8 percent at December 31, 2006 and 5.5 percent at December 31, 2005.

We expect pension expense related to the Transocean Plans for 2008 to increase by approximately $13 million
primarily due to the assumption of seven defined benefit plans in conjunction with the Merger, offset by a change in the
demographic assumptions for future periods and plan asset growth realized in 2007.

Future changes in plan asset returns, assumed discount rates and various other factors related to the pension plans
will impact our future pension expense and liabilities. We cannot predict with certainty what these factors will be in the
future.

Postretirement Benefits Other Than Pensions—We have several unfunded contributory and noncontributory OPEB
plans covering substantially all of our U.S. employees. Funding of benefit payments for plan participants will be made as
costs are incurred. In connection with the Merger, we assumed a contributory OPEB plan covering substantially all legacy
GlobalSantaFe U.S. employees (the “Assumed OPEB Plan”).

Net periodic benefit cost for these other postretirement plans and their components, including service cost, interest
cost, amortization of prior service cost and recognized net actuarial losses were less than $2 million for each of the years
ended December 31, 2007 and 2006.

The following postretirement benefits payments are expected to be paid by our postretirement benefits plans
(in millions):

Years ending December 31,

2008t $ 2
20009 ... 2
2070 e 2
2011 e 2
2012 2
2013-2017 oo 11

Deferred Compensation Plan—In connection with the Merger, we assumed a deferred compensation plan of
GlobalSantaFe (the “Assumed Deferred Plan”). Eligible employees who enrolled in this plan could defer any or all of the
amount of their annual salary in excess the annual IRS maximum recognizable compensation limit and up to 100 percent of
their awards under GlobalSantaFe’s annual incentive plan. Effective January 1, 2008, this plan was frozen.

-57 -



Severance Plan—In connection with the Merger, we established a special transition severance plan for certain
employees on the U.S. payroll involuntarily terminated during the period from November 27, 2007 through November 27,
2009 (the “Severance Plan”).

Off-Balance Sheet Arrangements

We had no off-balance sheet arrangements as of December 31, 2007.

Related Party Transactions

TPDI—In April 2007, we entered into an agreement with Pacific Drilling, whereby we acquired exclusive marketing
rights for two Ultra-Deepwater drillships to be named Deepwater Pacific 1 and Deepwater Pacific 2, which are currently
under construction, as well as an option to purchase a 50 percent interest in a newly formed joint venture company through
which we and Pacific Drilling would own the drillships.

In early October 2007, we obtained a firm commitment to enter into a drilling contract for the first drillship and
exercised our option to purchase a 50 percent equity interest in TPDI, a joint venture company, formed by us and Pacific
Drilling, and received a promissory note issued by TPDI for approximately $238 million, representing 50 percent of the
documented costs of the drillships at the time of exercise. Concurrently, TPDI issued a note to Pacific Drilling for
approximately $238 million, which is reflected in long-term debt in our consolidated balance sheet. TPDI in turn owns
two subsidiary companies: Deepwater Pacific 1 Inc. and Deepwater Pacific 2 Inc. The Deepwater Pacific I and
Deepwater Pacific 2 are scheduled to be delivered in the second quarter of 2009 and the first quarter of 2010, respectively.
We have consolidated TPDI in our financial statements for 2007. See “—Outlook—Drilling Market.”

ODL—We own a 50 percent interest in an unconsolidated joint venture company, Overseas Drilling Limited
(“ODL”). ODL owns the Joides Resolution, for which we provide certain operational and management services. In 2007,
we earned $1 million for those services. Siem Offshore Inc. owns the other 50 percent interest in ODL. Our director,
Kristian Siem, is the chairman of Siem Offshore Inc. and is also a director and officer of ODL. Mr. Siem is also chairman
and chief executive officer of Siem Industries, Inc., which owns an approximate 34 percent interest in Siem Offshore Inc.

In November 2005, we entered into a loan agreement with ODL pursuant to which we may borrow up to $8 million.
ODL may demand repayment at any time upon five business days prior written notice given to us and any amount due to us
from ODL may be offset against the loan amount at the time of repayment. As of December 31, 2007, $3 million was

outstanding under this loan agreement and was reflected as long-term debt in our consolidated balance sheet. See “—
Outlook—Drilling Market.”

New Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”). SFAS 157 defines
fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. SFAS 157 does not require any new fair value measurements, but rather provides
guidance for the application of fair value measurements required in other accounting pronouncements and seeks to eliminate
inconsistencies in the application of such guidance among those other standards. SFAS 157 is effective for fiscal years
beginning after November 15, 2007. We will be required to adopt SFAS 157 in the first quarter of fiscal year 2008. We do
not expect SFAS 157 to have a material effect on our consolidated statement of financial position, results of operations or
cash flows.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities (“SFAS 159”). SFAS 159 provides companies with an option to report selected financial assets and liabilities at
fair value. It also establishes presentation and disclosure requirements designed to facilitate comparisons between companies
that choose different measurement attributes for similar types of assets and liabilities. SFAS 159 is effective as of the
beginning of the first fiscal year beginning after November 15, 2007. We will be required to adopt SFAS 159 in the first
quarter of fiscal year 2008. We do not expect SFAS 159 to have a material effect on our consolidated statement of financial
position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
(“SFAS 160”). SFAS 160 establishes accounting and reporting standards for noncontrolling interests, also known as
minority interests, in a subsidiary and for the deconsolidation of a subsidiary. It requires that a noncontrolling interest in a
subsidiary be reported as equity in the consolidated financial statements and requires that consolidated net income
attributable to the parent and to the noncontrolling interests be shown separately on the face of the income statement.
SFAS 160 also requires, among other things, that noncontrolling interests in formerly consolidated subsidiaries be measured
at fair value. SFAS 160 is effective for fiscal years beginning after December 15, 2008. We will be required to adopt
SFAS 160 in the first quarter of 2009. Management is currently evaluating the requirements of SFAS 160 and has not yet
determined the impact on our consolidated statement of financial position, results of operations or cash flows.
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In December 2007, the FASB issued SFAS No. 141R, Business Combinations (“SFAS 141R”). SFAS 141R
replaces SFAS No. 141, Business Combinations, and among other things, (1) provides more specific guidance with respect to
identifying the acquirer in a business combination, (2) broadens the scope of business combinations to include all transactions
in which one entity gains control over one or more other businesses, and (3) requires costs incurred to effect the acquisition
(acquisition-related costs) and anticipated restructuring costs of the acquired company to be recognized separately from the
acquisition. SFAS 141R applies prospectively to business combinations for which the acquisition date occurs in fiscal years
beginning after December 15, 2008. We would be required to apply the principles of SFAS 141R to business combinations
with acquisition dates in calendar year 2009. Due to the prospective application requirements, it is not possible to determine
what effect, if any, SFAS 141R would have on our consolidated statement of financial position, results of operations or cash
flows.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

Our exposure to market risk for changes in interest rates relates primarily to our long-term and short-term debt. The
table below presents scheduled debt maturities in U.S. dollars and related weighted-average interest rates for each of the
years ended December 31 relating to debt obligations as of December 31, 2007 (in millions, except interest rate percentages):

Scheduled Maturity Date (a) (b) Fair Value
2008 2009 2010 2011 2012 Thereafter Total 12/31/07
Total debt
Fixed rate.......cccoecuenunene. $ 2 $ — $2,200 $2,366 $2,201 $4,067 $10,836 $11,524
Average interest rate..... 9.8% 9.8% 1.6% 1.9% 1.5% 6.5% 3.5%
Variable rate..................... $6,170 $ — $§ — $ — $ — $ 238 $ 6,408 $ 6,408
Average interest rate..... 5.4% —% —% —% —% 6.6% 5.4%

(a) Maturity dates of the face value of our debt assume the put options on the Series A Notes, the Series B Notes and the
Series C Notes will be exercised in December 2010, December 2011 and December 2012, respectively.
(b) Expected maturity amounts are based on the face value of debt.

At December 31, 2007, we had approximately $6 billion of variable rate debt at face value (37.2 percent of total debt
at face value). This variable rate debt primarily represented the Floating Rate Notes and borrowings under the Bridge Loan
Facility and the 364-Day Revolving Credit Facility. At December 31, 2006, the variable-rate debt represented the Floating
Rate Notes and borrowings under the Term Credit Facility. Based upon the December 31, 2007 and 2006 variable rate debt
outstanding amounts, a one percentage point change in interest rates would result in a corresponding change in interest
expense of approximately $64 million and $17 million, respectively. In addition, a large part of our cash investments would
earn commensurately higher rates of return if interest rates increase. Using December 31, 2007 and 2006 cash investment
levels, a one percentage point change in interest rates would result in a corresponding change in interest income of
approximately $8 million and $3 million per year, respectively.

The fair market value of our debt at December 31, 2007 was $17.9 billion compared to $3.5 billion at December 31,
2006. The increase in fair value of $14.4 billion was primarily due to the issuance and retirement of debt during the year and
the redemption of convertible debentures, as well as changes in the corporate bond market.

In connection with the Merger, we acquired the GSF Jack Ryan, which is subject to a fully defeased financing lease
arrangement with a remaining term of 13 years. As a result, we have assumed the rights and obligations under the terms of
the defeasance arrangement executed by GlobalSantaFe with three financial institutions, whereby we are required to make
additional payments if the defeasance deposit does not earn a rate of return of at least 8.00 percent per year, the interest rate
expected at the inception of the agreement. The defeasance deposit earns interest based on the British pound three-month
LIBOR, which was 6.02 percent as of December 31, 2007. If the interest rate were to remain fixed at this rate for the next
five years, we would be required to make an additional payment of approximately $11 million during that period. We do not
expect that, if required, any additional payments made under this defeasance arrangement would be material to our statement
of financial position, results of operations or cash flows.

Foreign Exchange Risk

Our international operations expose us to foreign exchange risk. We use a variety of techniques to minimize the
exposure to foreign exchange risk, including customer contract payment terms and the possible use of foreign exchange
derivative instruments. Our primary foreign exchange risk management strategy involves structuring 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 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
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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 a material
impact on overall results. In situations where payments of local currency do not equal local currency requirements, foreign
exchange derivative instruments, specifically foreign exchange forward contracts, or spot purchases, may be used to mitigate
foreign currency risk. A 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. At December 31, 2007, we
had no open foreign exchange derivative contracts.
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ITEM 8.  Financial Statements and Supplementary Data

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Transocean Inc. (the “Company” or “our”) is responsible for establishing and maintaining adequate
internal control over financial reporting for the Company as defined in Rules 13a-15(f) and 15d-15(f) under the Securities
Exchange Act of 1934. The Company’s internal control system was designed to provide reasonable assurance to the
Company’s 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 well
designed, including 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
a 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 Company’s internal control over financial reporting as of
December 31, 2007. In making this assessment, management used the criteria for internal control over financial reporting
described in Internal Control-Integrated Framework by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”). Management’s assessment included an evaluation of the design of the Company’s internal control
over financial reporting and testing of the operating effectiveness of its internal control over financial reporting.

On November 27, 2007, we completed our merger transaction with GlobalSantaFe. Due to the close proximity of
the merger date to December 31, 2007, the date of the most recent financial statements, management has excluded
GlobalSantaFe from its assessment of the effectiveness of the Company’s internal control over financial reporting.
GlobalSantaFe accounted for 60 percent and 14 percent of the Company’s total assets and liabilities, respectively, as of
December 31, 2007, and eight percent and seven percent of the Company’s revenues and net income, respectively, for the
year then ended.

Management reviewed the results of its assessment with the Audit Committee of the Company’s Board of Directors.
Based on this assessment, management has concluded that, as of December 31, 2007, the Company’s internal control over
financial reporting was effective.

-6l -



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL OVER
FINANCIAL REPORTING

The Board of Directors and Shareholders of Transocean Inc.

We have audited Transocean Inc.’s internal control over financial reporting as of December 31, 2007, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (the COSO criteria). Transocean Inc.’s management is responsible for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting
included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to
express an opinion on the company’s 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
(United 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 a 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 a reasonable basis for our
opinion.

A company’s internal control over financial reporting is a 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. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) 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 in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material 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.

As indicated in the accompanying Management’s Report on Internal Control Over Financial Reporting,
management’s assessment of and conclusion on the effectiveness of internal control over financial reporting did not include
the internal controls of GlobalSantaFe Corporation, which is included in the 2007 consolidated financial statements of
Transocean Inc. and constituted 60 percent and 14 percent of total assets and total liabilities, respectively, as of December 31,
2007 and eight percent and seven percent of revenues and net income, respectively, for the year then ended. Our audit of
internal control over financial reporting of Transocean Inc. also did not include an evaluation of the internal control over
financial reporting of GlobalSantaFe Corporation.

In our opinion, Transocean Inc. maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2007, 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 Inc. as of December 31, 2007 and 2006, and the related consolidated
statements of operations, comprehensive income, equity, and cash flows for each of the three years in the period ended
December 31, 2007 and our report dated February 27, 2008 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Houston, Texas
February 27, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of Transocean Inc.

We have audited the accompanying consolidated balance sheets of Transocean Inc. and Subsidiaries as of
December 31, 2007 and 2006, and the related consolidated statements of operations, comprehensive income, equity, and cash
flows for each of the three years in the period ended December 31, 2007. Our audits also included the financial statement
schedule listed in the Index at Item 15(a). These financial statements and schedule are the responsibility of the Company's
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 a 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 a 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 Inc. and Subsidiaries at December 31, 2007 and 2006, and the consolidated results of their
operations and their cash flows for each of the three years in the period ended December 31, 2007, 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 a whole, presents fairly in all material respects the information set forth
therein.

As discussed in Note 15 to the consolidated financial statements, effective January 1, 2007, the Company adopted
FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes. Also discussed in Note 2, effective January 1,
2006, the Company adopted Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment
and, as discussed in Note 18, effective December 31, 2006, the Company adopted Statement of Financial Accounting
Standards No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of
FASB Statements No. 87, 88, 106, and 132(R).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Transocean Inc.'s internal control over financial reporting as of December 31, 2007, 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 27, 2008 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Houston, Texas
February 27, 2008
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TRANSOCEAN INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share data)

Years ended December 31,

2007 2006 2005
Operating revenues
Contract drilling TEVENUES .........coevieveeiirirerieteeeeeeteeete ettt $ 5948 $ 3,745 $ 2,757
Contract intangible TEVENUES .........ccuevierrieriieieeieeeieieeie e eee e e e 88 - -
OhET TEVEIUES ..c.viviiiiniiieiinteeteeieet ettt st 341 137 135
6,377 3,882 2,892
Costs and expenses
Operating and MAINTENANCE .......cververiierieeiieie e eeeeie et enee 2,781 2,155 1,720
Depreciation, depletion and amortization ..............cecceeeeeeeeeeieneenenrieseeee 499 401 406
General and admMiNIStrAtiVE. .......cc.eoeriririeieieee et 142 90 75
3,422 2,646 2,201
Gain from disposal of asSets, NEt..........cceevivierieiierieeiecie e 284 405 29
OPErating INCOME .....cueeueeniiteriieteeieetieeeteste ettt e eseeeesestesteeteeseeseeneeeensenaea 3,239 1,641 720
Other income (expense), net
INEETESE INCOMC ...c.veveiieiiieit ettt sttt 30 21 19
Interest expense, net of amounts capitalized..........cecevevevieneerieeiereeneenn, (172) (115) (111)
Gain from TODCO Stock SALES .......ceevierieriiriirieriieiieieieieee e - - 165
Loss on retirement of debt .........c.occevieiiiiiiiiieeeee e ®) - 7
(0114 1<) D o 1< SRR 295 60 17
145 (34) 83
Income before iNCOME tax EXPENSE .....ecverveereeerierierierieneeeeeeeeeeeseeenseeneens 3,384 1,607 803
[NCOME tAX EXPEIISE ...euvieneieneieniieiieetieetieteete et eetesieesteesee e eeeneeeneeeseesseenseeneeens 253 222 87
NEEINCOIMIE .. ettt ettt aeeae e eaeeeeeeeneas $ 3,131 $ 1,385 § 716
Earnings per share
BaSIC.vviuiictieeieteeee ettt ettt ettt eaees $ 14.65 $ 632 $§ 3.13
DHIULEA. ..ottt $ 14.14 $ 6.10 § 3.03
Weighted average shares outstanding
BaSIC ettt ettt ebeeee et 214 219 229
DHIUEEA. ..ottt 222 228 238

See accompanying notes.
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TRANSOCEAN INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In millions)

Years ended December 31,

2007 2006 2005
INEE ITICOIMIE ...ttt ettt ettt e ettt e et e et e eeeeeaeeeaeeteeaeeenteeneeeneans $ 3,131 $ 1,385 716
Other comprehensive income (loss), net of tax
Minimum pension liability adjustments (net of tax expense (benefit) of
$9 and $2 for the years ended December 31, 2006 and 2005, respectively) — 16 4
Amortization of periodic pension benefit COSt.........ccoeviriiriinienieiieeeeee, 4 — —
Other comprehensive inCOmMe (10SS) ...ovveeieeiiriiirieriereeieee e 4 16 4
Total cOMPrehensive IMNCOME .......ceeruierierriieieiieciere e $ 3,135 § 1,401 720

See accompanying notes.
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TRANSOCEAN INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In millions, except share data)

ASSETS

Cash and cash eqUIVALENLS.........ceeiiiiiiiiie et

Accounts receivable, net

Materials and SUPPLIES, NEL........couieiuiiiieiieieeiee ettt
Deferred INCOME tAXES, TET......cvuiiiieiiiiiieie ettt e e e e e e s eeeenaeeeeeanes
OtREr CUITENT ASSCES ....eiiiiiiiieeiiie et ete e ettt et e ettt e e e et e e ete e e eeate e e eeataeeeeaeeeas

Total CUITENT ASSELS .....eeiieiiiiiiie et e

Property and €qUIPIMENLE .........ccuiiiiiiiieeieieieie ettt eae s
Less accumulated depreCiation............c.eeveeierierieeieiie et sae e seeseesseeaeas
Property and equipment, NET ..........ceevverierieriieiieie ettt ae e eeees
GOOAWILL ettt ettt et ae e
ONET @SSELS ...ttt ettt ettt b ettt e st e b sb et seeae e e et e benaen
TOLAL ASSELS....euveeietieieeiete et

LIABILITIES AND SHAREHOLDERS’ EQUITY

ACCOUNLS PAYADIC .....vieviieeiiiiieciieiteie ettt s seeesbeebeenseenseesaennaens
ACCTUEA TNCOME TAXES ...uviierieieiieeiieeciiieeiieeereeeteeeireesbeeeebeeetbeestbeesaseestseessseensseessseensseas
Debt due Within 0N YEAT ......ecvivieiiieiieiieieeieeeee ettt see e enseesaeeaeens
Other current HabIlItIES .......ccviiiiieeiieiiieeie ettt eeare e sveeeane e

Total current HabilitieS ..........ccoveeiiiiiieieeiee e

LoN@-teIM dEDL......iiiiiieiieiieiie e
Deferred INCOME tAXES, NET.......ciiiiieiiiiiiie ettt e e e e e eaaee e e e e e e eenaaeeees
Other long-term Habilities .........cceeieiiiieieii e

Total long-term Habilities ..........coeierieriereieeere e

Commitments and contingencies

IMINOTIEY TIEETESE. ... eueateitietteieeitet ettt sttt ettt ettt sttt ie et e e e ennes

Preference shares, $0.10 par value; 50,000,000 shares authorized,

none issued and OULSTANAING ...........oveeriieiiieieeie et

Ordinary shares, $0.01 par value; 800,000,000 shares authorized,
317,222,909 and 204,609,973 shares issued and outstanding

at December 31, 2007 and 2006, 1€SPECtIVELY ...ccveevieiriieriieiieie e
Additional paid-in Capital.........coocoiiiiiiiieeee e
Accumulated other comprehensive 10SS ........coueeuirieiieiiee e
Retained earnings (accumulated defiCit) .......ccooieriiiiiiieiieniii s

Total shareholders’ eqUILY.......cccoeiueririreiieieeeee e
Total liabilities and shareholders’ equity .........ccccceveririiiniiieieeeee

See accompanying notes.
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December 31,

2007 2006

$ 1,241 $ 467
2,209 929
161 17

333 160

119 16

233 67
4296 1,656
24,545 10,539
3,615 3213
20,930 7,326
8,219 2,195
919 299

$ 34,364 $ 11,476
$ 805 $ 477
99 98
6,172 95
826 369
7,902 1,039
11,085 3,203
681 54
2,125 340
13,891 3,597
5 4

3 2
10,799 8,045
(42) (30)
1,806 (1,181)
12,566 6,836
$ 34,364 $ 11,476




Balance at December 31, 2004 ............
NEt iNCOME ..ovvvevvevieeieeieeie e
Repurchase of ordinary shares.........

Issuance of ordinary shares under

share-based compensation plans......
Minimum pension liability ..............

Balance at December 31, 2005 ....
Net iINCOME ....ocvveeeveereeereennns

Repurchase of ordinary shares.........

Issuance of ordinary shares under

share-based compensation plans......
Minimum pension liability ..............

Adjustment to initially apply

SFAS 158, net of tax .........cc.e......

Balance at December 31, 2006....
Net INCOME ..veeevvveeeeieieenreeenns

Repurchase of ordinary shares.........

Issuance of ordinary shares under

share-based compensation plans......
Accelerated share-based compensation
due to the Merger ........ccceeveuenenn.

Amortization of periodic

pension benefit COSt.......ccoevuenenee.

Change in funded status of

defined benefit plans..............c.....

TRANSOCEAN INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY

(In millions)

Issuance of ordinary shares upon conversion

of convertible debentures and notes
Consideration paid to GlobalSantaFe
shareholders..........ccccceveeveeeneennnn.

Payment to shareholders for

Reclassification of ordinary shares

Adjustment to initially apply
FIN 48, net of tax

Accumulated Retained
Additional other earnings
Ordinary shares paid-in comprehensive (accumulated Total
Shares Amount capital income (loss) deficit) equity
----- 225 $2 $10,697 $(24) $(3,282) $7,393
- - - - 716 716
.......... %) - (400) - - (400)
.......... 6 - 260 - - 260
- - - 4 - 4
- - 9 - - 9
227 2 10,566 (20) (2,566) 7,982
- - - - 1,385 1,385
.......... (25) - (2,600) - - (2,600)
.......... 2 - 67 - - 67
- - - 16 - 16
- - - (26) - (26)
- - 12 - - 12
204 2 8,045 (30) (1,181) 6,836
- - - - 3,131 3,131
.......... 4) - (400) - - (400)
.......... 4 - 191 - - 191
.......... 1 - 22 - - 22
- - - 4 - 4
- - - (16) - (16)
........ 4 - 414 - - 414
.......... 108 1 12,385 - - 12,386
......... - - (9,859) - - (9,859)
- - - - (144) (144)
- - 1 - - 1
317 $3 $10,799 $(42) $1,806 $12,566

See accompanying notes.
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TRANSOCEAN INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)

Years ended December 31,

2007 2006 2005

Cash flows from operating activities
NEETTICOMIC ...ttt e et e e e e e e et eeaeeeeeeeeeseeseeenaeeeeeens $ 3,131 $ 1,385 $ 716
Adjustments to reconcile net income to net cash provided by
operating activities:

Amortization of drilling contract intangibles .............ccoecvevieieniencn. (88) — —
Depreciation, depletion and amortization............ccoceeveevverereceeeiennenns 499 401 406
Share-based compensation EXPENSE ..........cceeveereereeereereereereereennens 78 20 16
Gain from disposal of assets, Net........cceecvevveerieriereeierieeeere e (284) (405) 29)
Gain from TODCO stock Sales ........cccvvvieriieiieiienieieceeeeeeiee — — (165)
Tax benefit from exercise of stock options to purchase and vesting
of ordinary shares under share-based compensation plans ........... — (10) 22
Deferred iNCOME taXES.....cveeuieriieiieiieieeieecieesie et (40) (23) 27
Deferred revenue, Net.........occeeeeriieriieiieeieeie e 52 52 @)
Deferred eXpenses, NEt ......ccverierieeeieiieiieriierieereeieeeesee e esseeae e (55) (109) 18
Other, NET....eeieiieiieieeee ettt sae e e 18 (5) 27
Changes in operating assets and liabilities ............cceevrverierieneennn. (238) (69) (113)
Net cash provided by operating activities ..........cceeverveeriereerierieeierieseeeeans 3,073 1,237 864

Cash flows from investing activities

Capital eXPenditures .........c.ccveerierrieirieieeeeeeeeie ettt reeaneas (1,380) (876) (182)
Consideration paid to GlobalSantaFe sharcholders............ccccoveevvevirnnenen. (5,129) — —
Cash balances acquired in connection with the Merger .............ccccceeenee. 695 — —
Proceeds from disposal of assets, Net ..........ccceeeerierierieiiieee e 379 461 74
Proceeds from TODCO stock sales, net...........ccoooveieiiiiieiiiiieeciieeeeee, — — 272
Joint ventures and other investments, Net...........cccevvereereerierieerieneeee (242) — 5
Net cash provided by (used in) investing activities...........ccereerrererevereeennns (5,677) (415) 169

Cash flows from financing activities

Borrowings under 364-Day Revolving Credit Facility ..........cccceceeeeennee. 1,500 — —
Borrowings under other credit facilities ...........coceeeeeiereieneniiciceeeee 15,000 1,000 —
Repayments under other credit facilities..........coooeeeeiereieneiiccceeeeee (12,030) (300) —
Proceeds from issuance of debt...........ooovvvviiiiiiiiiiiiiiiieeeeeeeee s 9,095 1,000 —
Repayments of debt .......cooieiiiiiiiee e 3) — (880)
FINANCING COSS ...vvetiaiiiiieieeieeiie ettt s (106) &) )]
Repurchase of ordinary Shares .............cccoeeveeienienieieeie e (400) (2,601) (400)
Proceeds from issuance of ordinary shares under share-based
compensation Plans, NEt..........ccevveerierieriieiieeeeeeee e 72 69 219
Proceeds from issuance of ordinary shares upon exercise of warrants..... 40 — 11
Payment to shareholders for Reclassification of ordinary shares.............. (9,859) — —
Tax benefit from issuance of ordinary shares under share-based
COMPENSALION PIANS .....ccviiviiiiiiieiii ettt 70 7 —
OthET, NET ..eieiiiiiiieeiee ettt e et e ettt e ereeeseeenbeeeaneenns (1) 30 12
Net cash provided by (used in) financing activities ...........cceeeeeveererreereenennns 3,378 (800) (1,039)
Net increase (decrease) in cash and cash equivalents............ccooceevvveieeeennnnn. 774 22 (6)
Cash and cash equivalents at beginning of period............cccccvevvveienierieenenen. 467 445 451
Cash and cash equivalents at end of period..........c.cceevvevieviieciiecieiieneeene, § 1,241 $ 467 § 445

See accompanying notes.
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TRANSOCEAN INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Nature of Business and Principles of Consolidation

Transocean Inc. (together with its subsidiaries and predecessors, unless the context requires otherwise,
“Transocean,” the “Company,” “we,” “us” or “our”) is a leading international provider of offshore contract drilling services
for oil and gas wells. Our mobile offshore drilling fleet is considered one of the most modern and versatile fleets in the
world. We specialize in technically demanding sectors of the offshore drilling business with a particular focus on deepwater
and harsh environment drilling services. We contract our drilling rigs, related equipment and work crews primarily on a
dayrate basis to drill oil and gas wells. We also provide oil and gas drilling management services on either a dayrate basis or
a completed-project, fixed-price (or “turnkey”) basis, as well as drilling engineering and drilling project management
services, and we participate in oil and gas exploration and production activities. At December 31, 2007, we owned, had
partial ownership interests in or operated 140 mobile offshore drilling units. As of this date, our fleet consisted of
39 High-Specification Floaters (Ultra-Deepwater, Deepwater and Harsh Environment semisubmersibles and drillships),
29 Midwater Floaters, 10 High-Specification Jackups, 58 Standard Jackups and four Other Rigs. We also have
eight Ultra-Deepwater Floaters contracted for or under construction (see Note 5—Dirilling Fleet Expansion, Upgrades and
Acquisitions).

On January 31, 2001, we completed a merger transaction with R&B Falcon Corporation (“R&B Falcon”). At the
time of the merger, R&B Falcon operated a diverse global drilling rig fleet consisting of drillships, semisubmersibles, jackup
rigs and other units including the Gulf of Mexico Shallow and Inland Water segment fleet. R&B Falcon and the Gulf of
Mexico Shallow and Inland Water segment later became known as TODCO (together with its subsidiaries and predecessors,
unless the context requires otherwise, “TODCO”) and the TODCO segment, respectively. In preparation for the initial public
offering discussed below, we transferred all assets and subsidiaries out of R&B Falcon that were unrelated to the TODCO
segment. In February 2004, we completed an initial public offering (the “TODCO IPO”) of approximately 23 percent of
TODCO’s outstanding shares of its common stock. In September 2004, December 2004 and May 2005, respectively, we
completed additional public offerings of TODCO common stock. In June 2005, we completed a sale of our remaining
TODCO common stock pursuant to Rule 144 under the Securities Act of 1933, as amended.

In November 2007, we completed our merger transaction (the “Merger”) with GlobalSantaFe Corporation
(“GlobalSantaFe™). Immediately prior to the effective time of the Merger, each of our outstanding ordinary shares was
reclassified by way of a scheme of arrangement under Cayman Islands law into (1) 0.6996 of our ordinary shares and
(2) $33.03 in cash (the “Reclassification” and, together with the Merger, the “Transactions”). At the effective time of the
Merger, each outstanding ordinary share of GlobalSantaFe (the “GlobalSantaFe Ordinary Shares”) was exchanged for
(1) 0.4757 of our ordinary shares (after giving effect to the Reclassification) and (2) $22.46 in cash. We have included the
financial results of GlobalSantaFe in our consolidated financial statements beginning November 27, 2007, the date
GlobalSantaFe Ordinary Shares were exchanged for our ordinary shares.

For investments in joint ventures and other entities that do not meet the criteria of a variable interest entity or where
we are not deemed to be the primary beneficiary for accounting purposes of those entities that meet the variable interest
entity criteria, we use the equity method of accounting where our ownership is between 20 percent and 50 percent or where
our ownership is more than 50 percent and we do not have significant control over the unconsolidated affiliate. We use the
cost method of accounting for investments in unconsolidated affiliates where our ownership is less than 20 percent and where
we do not have significant influence over the unconsolidated affiliate. We consolidate those investments that meet the
criteria of a variable interest entity where we are deemed to be the primary beneficiary for accounting purposes and for
entities in which we have a majority voting interest. Intercompany transactions and accounts are eliminated.

In October 2007, we exercised our option to purchase a 50 percent interest in Transocean Pacific Drilling Inc.
(“TPDI”), a joint venture company formed by us and Pacific Drilling Limited (“Pacific Drilling”), a Liberian company,
whereby we acquired exclusive marketing rights for two ultra-deepwater drillships to be named Deepwater Pacific 1 and
Deepwater Pacific 2, which are currently under construction. We are providing construction management services for the
newbuilds and have agreed to provide operating management services once the drillships begin operations. Beginning on
October 18, 2010, Pacific Drilling will have the right to exchange its interest in the joint venture for our ordinary shares or
cash at a purchase price based on an appraisal of the fair value of the drillships, subject to various adjustments.

We have evaluated our interest in TPDI under the standards of Financial Accounting Standards Board (“FASB”)
Interpretation No. 46, Consolidation of Variable Interest Entities (“FIN 46”). FIN 46 requires the consolidation of variable
interest entities in which an enterprise absorbs a majority of the entity’s expected losses, receives a majority of the entity’s
expected residual returns, or both, as a result of ownership, contractual or other financial interests in the entity. TPDI is
considered a variable interest entity as its equity is not sufficient to absorb its possible losses, and we are the primary
beneficiary for accounting purposes of TPDI. As a result, we consolidate TPDI in our financial statements, the note to us is
eliminated and the interest that is not owned by us is reflected as minority interest on our consolidated balance sheet and
consolidated statement of operations.
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TRANSOCEAN INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Continued

We recognized investments in and advances to unconsolidated affiliates of $15 million and $9 million for the years
ended December 31, 2007 and 2006, respectively, and reported these amounts in other assets in our consolidated balance
sheet.

We recognized equity in earnings (losses) of unconsolidated affiliates of $(2) million, $5 million and $10 million for
the years ended December 31, 2007, 2006 and 2005, respectively, and reported these amounts in other, net in our
consolidated statement of operations.

Note 2—Summary of Significant Accounting Policies

Accounting Estimates—The preparation of financial statements in conformity with accounting principles generally
accepted in the U.S. requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues, expenses and disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our
estimates, including those related to bad debts, materials and supplies obsolescence, investments, intangible assets and
goodwill, property and equipment and other long-lived assets, income taxes, workers’ insurance, share-based compensation,
pensions and other postretirement benefits, other employment benefits and contingent liabilities. We base our estimates on
historical experience and on various other assumptions we believe are reasonable under the circumstances, the results of
which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results could differ from such estimates.

Cash and Cash Equivalents—Cash equivalents are stated at cost plus accrued interest, which approximates fair
value. Cash equivalents are highly liquid debt instruments with an original maturity of three months or less and may consist
of time deposits with a number of commercial banks with high credit ratings, 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 exclusively in high quality money market instruments. We record restricted cash in
other assets in our consolidated balance sheet. At December 31, 2007, we had $7 million classified as restricted cash related
to collateral for surety bonds to satisfy certain Venezuelan tax requirements.

Allowance for Doubtful Accounts—We establish reserves for doubtful accounts on a case-by-case basis when we
believe the required payment of specific amounts owed is unlikely to occur. In establishing these reserves, we consider
changes in the financial position of a major customer and restrictions placed on the conversion of local currency to U.S.
dollars as well as disputes with our customers regarding the application of contract provisions to our drilling operations. This
allowance was $50 million and $26 million at December 31, 2007 and 2006, respectively. Uncollectible accounts receivable
are written off when a settlement is reached for an amount that is less than the outstanding historical balance or the balance is
determined to be uncollectible. We derive a majority of our revenue from services to international oil companies and
government-owned and government-controlled oil companies, and we do not generally require collateral or other security to
support client receivables.

Materials and Supplies—Materials and supplies are carried at average cost less an allowance for obsolescence.
Such allowance was $22 million and $19 million at December 31, 2007 and 2006, respectively.

Property and Equipment—Property and equipment, consisting primarily of offshore drilling rigs and related
equipment, represented approximately 61 percent of our total assets at December 31, 2007. The carrying values 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-line method after allowing for salvage
values. Expenditures for renewals, replacements and improvements are capitalized. Maintenance and repairs are charged to
operating expense as incurred. Upon sale or other disposition, the applicable amounts of asset cost and accumulated
depreciation are removed from the accounts and the net amount, less proceeds from disposal, is charged or credited to gain
from disposal of assets, net.

Estimated original useful lives of our drilling units range from 18 to 35 years, reflecting maintenance history and
market demand for these drilling units, 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 drilling units and may extend
the useful life when events and circumstances indicate the drilling unit can operate beyond its original or current useful life.
During the first quarter of 2006, we extended the useful life to 35 years for one rig, which had an estimated useful life of
30 years. During 2007, we extended the useful lives to between 35 and 45 years for six rigs, which had estimated useful lives
of between 30 to 35 years. We determined the years were appropriate for each of these rigs based on the then current
contracts these rigs were operating under as well as the additional life-extending work, upgrades and inspections we
performed on these rigs. In 2007, 2006 and 2005, the impact of the change in estimated useful life of these rigs was a
reduction in depreciation expense of $25 million ($0.11 per diluted share), $2 million ($0.01 per diluted share) and
$16 million ($0.05 per diluted share), respectively, which had no tax effect.
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Assets Held for Sale—Assets are classified as held for sale when we have a plan for disposal and those assets meet
the held for sale criteria of Statement of Financial Accounting Standards (“SFAS”) No. 144, Accounting for Impairment or
Disposal of Long-Lived Assets. At December 31, 2006, we had assets held for sale in the amount $11 million that were
included in other current assets. At December 31, 2007, there were no assets held for sale (see Note 6—Asset Dispositions
and Note 24—Subsequent Events).

Impairment of Long-Lived Assets—The carrying value of long-lived assets, principally property and equipment, is
reviewed for potential impairment when events or changes in circumstances indicate that the carrying amount of such assets
may not be recoverable. For property and equipment held for use, the determination of recoverability is made based upon the
estimated undiscounted future net cash flows of the related asset or group of assets being evaluated. Property and equipment
held for sale are recorded at the lower of net book value or fair value.

Goodwill—We test goodwill for impairment at least annually, on October 1, at the reporting unit level, which is
defined as an operating segment or a component of an operating segment that constitutes a business for which financial
information is available and is regularly reviewed by management. Prior to the Merger, we operated in one operating
segment, contract drilling services, which we considered to be our sole reporting unit. Since it met all the necessary criteria,
we carried forward the results of the goodwill impairment test performed at October 1, 2004 to evaluate goodwill at
October 1, 2005, 2006 and 2007. As a result of these tests for impairment, we concluded that goodwill was not impaired in
any of the years ended December 31, 2007, 2006 and 2005.

As a result of the Merger, we established two additional reporting units: (1) drilling management services and (2) oil
and gas properties (see Note 1—Nature of Business and Principles of Consolidation). For purposes of our annual goodwill
impairment testing, we will calculate the estimated fair value of these reporting units based upon the present value of their
estimated future net cash flows, utilizing a discount rate based upon our cost of capital.

Our goodwill balance and changes in the carrying amount of goodwill are as follows (in millions):

Balance at Balance at
January 1, December

2007 Other (a) 31,2007
Contract drilling SETVICES .....cooveveverreiereeieeiereeee e, $ 2,195 $ 5741 $ 7,936
Drilling management SEIViCes...........ccververreerreerveeeenreennens — 260 260
Oil and gas Properties ........ccvevveeeereerreerreecienieseeseeeneennns — 23 23
TOtal. oo $§ 2,195 $ 6,024 § 8219

(a) Primarily represents the excess of the purchase price over the estimated fair value of net assets acquired as a
result of the Merger, our investment in TPDI of $22 million and net adjustments of $14 million recorded
during 2007 related to income tax-related pre-acquisition contingencies.

Operating Revenues and Expenses—Qperating revenues are recognized as earned, based on contractual daily rates
or on a 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
primary contract term of the drilling project using the straight-line method. Our policy to amortize the fees related to contract
preparation, mobilization and capital upgrades on a 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 earned 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 over the period until the next survey on a straight-line basis.

Contract Intangible Revenues—In connection with the Merger, we acquired drilling contracts for future contract
drilling services of GlobalSantaFe. These contracts include fixed dayrates and are at dayrates that may be above or below
dayrates as of the date of the Merger for similar contracts. We adjusted these drilling contracts to fair value as of the date of
the Merger, and as a result, we have recorded $179 million in other assets and $1.4 billion in other long-term liabilities on our
consolidated balance sheet for the year ended December 31, 2007. We recognize the intangible revenues over the respective
contract period, amortizing the balances using the straight-line method.

Other Revenues—Our other revenues represent drilling management services revenues, oil and gas properties
revenues, client reimbursable revenues, integrated services revenues and other miscellaneous revenues. For fixed priced
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contracts, revenues and expenses are recognized on completion of the well and acceptance by the customer. Events occurring
after the date of the financial statements and before the financial statements are issued that are within the normal exposure
and risk aspects of the turnkey contracts are considered refinements of the estimation process of the prior year and are
recorded as adjustments at the date of the financial statements. Provisions for losses are made on contracts in progress when
losses are anticipated. We consider client reimbursable revenues to be billings to our client for reimbursement of certain
equipment, materials and supplies, third party services, employee bonuses and out-of-pocket expenses that we incur and
recognize in operating and maintenance expense, which results in little or no effect on operating income. We refer to
integrated services as those services we provide through third-party contractors and our employees under certain contracts
that include well and logistics services in addition to our normal drilling services.

Capitalized Interest—We capitalize interest costs for qualifying construction and upgrade projects. We capitalized
interest costs on construction work in progress of $76 million and $16 million for the years ended December 31, 2007 and
2006, respectively. There was no capitalized interest for the year ended December 31, 2005.

Derivative Instruments and Hedging Activities—We account for our derivative instruments and hedging activities in
accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities. See Note 8—Financial
Instruments and Risk Concentration and Note 9—Interest Rate Swaps.

Foreign Currency—The 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 primarily included in other income (expense) as incurred. Net
foreign currency gains losses included in other income (expense) were $10 million, $3 million and $4 million, for the years
ended December 31, 2007, 2006 and 2005, respectively.

Income Taxes—Income taxes have been provided based upon the tax laws and rates in effect in the countries in
which operations are conducted and income is earned. There is 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 arise because income earned and taxed in any particular country or countries may fluctuate from year to year.
Deferred tax assets and liabilities are recognized for the anticipated future tax effects of temporary differences between the
financial statement basis and the tax basis of our assets and liabilities using the applicable tax rates in effect at year end. A
valuation allowance for deferred tax assets is recorded when it is more likely than not that some or all of the benefit from the
deferred tax asset will not be realized. See Note 15—Income Taxes.

Share-Based Compensation—On January 1, 2006, we adopted SFAS No. 123 (revised 2004), Share-Based Payment
(“SFAS 123R”), which is a revision of SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS 123”).
SFAS 123R supersedes Accounting Principles Board (“APB”) Opinion No. 25, Accounting for Stock Issued to Employees
(“APB 257), and amends SFAS No. 95, Statement of Cash Flows (“SFAS 95”). Although the approaches in SFAS 123R and
SFAS 123 are similar, SFAS 123R requires income statement recognition of all share-based payments to employees,
including grants of employee stock options, based on their fair values and does not permit pro forma disclosure as an
alternative. In March 2005, the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin (“SAB”)
No. 107, Share-Based Payment (“SAB 107”), relating to SFAS 123R. We have applied the provisions of SAB 107 in our
adoption of SFAS 123R.

We adopted SFAS 123R using the modified prospective method (“Prospective Method”), which requires the
application of SFAS 123R as of January 1, 2006. Our consolidated financial statements as of and for the years ended
December 31, 2007 and 2006 reflect the application of SFAS 123R. In accordance with the Prospective Method, our
consolidated financial statements for prior periods have not been restated to reflect, and do not include, the application of
SFAS 123R. Share-based compensation expense for the years ended December 31 is as follows (in millions):

Years ended December 31,
2007 2006 2005
Share-based compensation eXpense..........cceeveevereeereereeeenenne $ 78 $ 20 $ 16
Income tax benefit on share-based compensation expense... &) 2) 3)

SFAS 123R requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods
if actual forfeitures differ from those estimates. Additionally, SFAS 123R requires the estimated forfeiture rate be applied
and the cumulative effect determined for all prior periods in which share-based compensation costs have been recorded. The
cumulative effect of applying the expected forfeiture rate has been included in operating and maintenance expense and
general and administrative expense, the impact of which had no material effect on our consolidated statement of financial
position, results of operations or cash flows.

We adopted SFAS 123 effective January 1, 2003 and accounted for share-based compensation prospectively for all
share-based awards granted or modified on or subsequent to that date. As such, adoption of SFAS 123R using the
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Prospective Method had no material impact on our consolidated statement of financial position, results of operations or cash
flows. In addition to the compensation cost recognition requirements, SFAS 123R also requires the tax deduction benefits for
an award in excess of recognized compensation cost to be reported as a financing cash flow rather than as an operating cash
flow.

Under SFAS 123, we recognized compensation cost on a straight-line basis over the vesting period up to the date of
actual retirement. As a result of the adoption of SFAS 123R, we now recognize compensation cost on a straight-line basis for
time-based awards granted or modified after January 1, 2006 through the date the employee is no longer required to provide
service to earn the award (“service period”). For performance-based awards with graded vesting conditions that are granted
or modified after January 1, 2006, compensation expense is recognized on a straight-line basis over the service period for
each separately vesting portion of the award as if the award was, in substance, multiple awards. If we had amortized
compensation cost over the service period prior to adoption of SFAS 123R, share-based compensation expense would not
have been materially different for any of the periods presented.

Prior to January 1, 2003, we accounted for share-based awards to employees under the provisions of SFAS 123
using the intrinsic value method prescribed by APB 25 and related interpretations. If compensation expense for grants to
employees under our long-term incentive plan prior to January 1, 2003 had been recognized using the fair value method of
accounting under SFAS 123, net income and earnings per share for the year ended December 31, 2005 would have been
reduced by the pro forma amount of approximately $2 million, which was not material.

The fair value of each option grant under our long-term incentive plan was estimated on the date of grant using the
Black-Scholes-Merton option-pricing model with the following weighted-average assumptions:

Years ended December 31,

2007 2006 2005
Dividend yield.........ooooieiiiiiiiiiieieeee e — — —
Expected price volatility ........cccceveenieieniienieieees 31% 33%-37% 26%-38%
Risk-free interest rate.........ceeveeeereeieneneneneeieeeiennens 4.88%-5.09%  4.52%-5.00%  2.86%-4.57%
Expected life of Options ........ccceoevereneienenciieceeene 3.2 years 4.7 years 4.4 years
Weighted-average fair value of options granted ........... $40.69 $31.30 $21.92

The fair value of each option grant under the ESPP was estimated using the following weighted-average
assumptions:

Years ended December 31,

2007 2006 2005
Dividend yield.......ccoooverieiieiiiieiieeee e — - -
Expected price volatility ........ccccevvevieniienieiiieieneenne. 33% 33% 28%
Risk-free interest rate ...........ccoeverevenenenenceeeeenenn 4.91% 4.42% 2.81%
Expected life of Options ........cccceeeevieveiiieiieniecees 1.0 year 1.0 year 1.0 year
Weighted-average fair value of options granted........... $23.01 $21.48 $7.10

New Accounting Pronouncements—In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements
(“SFAS 157”). SFAS 157 defines fair value, establishes a framework for measuring fair value in generally accepted
accounting principles, and expands disclosures about fair value measurements. SFAS 157 does not require any new fair
value measurements, but rather provides guidance for the application of fair value measurements required in other accounting
pronouncements and seeks to eliminate inconsistencies in the application of such guidance among those other standards.
SFAS 157 is effective for fiscal years beginning after November 15, 2007. We will be required to adopt SFAS 157 in the
first quarter of fiscal year 2008. We do not expect SFAS 157 to have a material effect on our consolidated statement of
financial position, results of operations or cash flows.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities (“SFAS 159”). SFAS 159 provides companies with an option to report selected financial assets and liabilities at
fair value. It also establishes presentation and disclosure requirements designed to facilitate comparisons between companies
that choose different measurement attributes for similar types of assets and liabilities. SFAS 159 is effective as of the
beginning of the first fiscal year beginning after November 15, 2007. We will be required to adopt SFAS 159 in the first
quarter of fiscal year 2008. We do not expect SFAS 159 to have a material effect on our consolidated statement of financial
position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
(“SFAS 160”). SFAS 160 establishes accounting and reporting standards for noncontrolling interests, also known as
minority interests, in a subsidiary and for the deconsolidation of a subsidiary. It requires that a noncontrolling interest in a
subsidiary be reported as equity in the consolidated financial statements and requires that consolidated net income
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attributable to the parent and to the noncontrolling interests be shown separately on the face of the income statement.
SFAS 160 also requires, among other things, that noncontrolling interests in formerly consolidated subsidiaries be measured
at fair value. SFAS 160 is effective for fiscal years beginning after December 15, 2008. We will be required to adopt
SFAS 160 in the first quarter of 2009. Management is currently evaluating the requirements of SFAS 160 and has not yet
determined the impact on our consolidated statement of financial position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141R, Business Combinations (“SFAS 141R”). SFAS 141R
replaces SFAS No. 141, Business Combinations. SFAS 141R, among other things, (1) provides more specific guidance with
respect to identifying the acquirer in a business combination, (2) broadens the scope of business combinations to include all
transactions in which one entity gains control over one or more other businesses, and (3) requires costs incurred to effect the
acquisition (acquisition-related costs) and anticipated restructuring costs of the acquired company to be recognized separately
from the acquisition. SFAS 141R applies prospectively to business combinations for which the acquisition date occurs in
fiscal years beginning after December 15, 2008. We would be required to apply the principles of SFAS 141R to business
combinations with acquisition dates in calendar year 2009. Due to the prospective application requirements, it is not possible
to determine what effect, if any, SFAS 141R would have on our consolidated statement of financial position, results of
operations or cash flows.

Reclassifications—Certain reclassifications have been made to prior period amounts to conform with the current
year presentation. These reclassifications did not have a material effect on our consolidated statement of financial position,
results of operations or cash flows.

Note 3—Accumulated Other Comprehensive Loss

The components of accumulated other comprehensive loss at December 31, 2007, 2006 and 2005, net of tax, are as
follows (in millions):

Gain on Total
terminated other
interest SFAS 158 comprehensive
rate Minimum pension income
swaps pension liability adjustment (loss)
Balance at December 31, 2004 ..................... $ 3 $ @7 $ — $ (29
Other comprehensive income (loss) .......... — 4 — 4
Balance at December 31, 2005 ..................... 3 (23) — (20)
Other comprehensive income (loss) .......... — 16 — 16
Adjustment to initially apply
SFAS 158, net of taX......ccceevevverieneenne. — 7 (a) (33) (a) (26)
Balance at December 31, 2006 ..................... 3 — (33) (30)
Other comprehensive income.................... — — 4 4
Change in funded status of
deferred benefit plans ..........c.cceeevennne. — — (16) (16)
Balance at December 31, 2007 ..................... $ 3 $ — $ (45 $§ (42

(a) Adjustment to initially apply SFAS 158 resulting in a net adjustment of $26 million.

Note 4—Merger with GlobalSantaFe Corporation

In November 2007, we completed the Merger. We believe the Merger adds to and expands upon relationships with
significant customers, expands our existing floater and jackup fleet and expands our presence in the major offshore drilling
provinces. In connection with the Merger, we established a severance plan. See Note 18—Retirement Plans, Other
Postemployment Benefits and Other Benefit Plans.

We issued approximately 107,752,000 of our ordinary shares and paid out $5 billion in cash in connection with the
Merger. We accounted for the Merger using the purchase method of accounting with the Company treated as the accounting
acquirer. As a result, the assets and liabilities of Transocean remain at historical amounts. The assets and liabilities of
GlobalSantaFe are recorded at their estimated fair values at November 27, 2007, the date of completion of the Transactions,
with the excess of the purchase price over the sum of these fair values recorded as goodwill, and we have included the results
of operations and cash flows for approximately one month of 2007 in our consolidated financial statements.
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The purchase price is comprised of the following (in millions):

Value of Transocean shares issued to GlobalSantaFe shareholders.................. $ 12,229
Cash consideration to GlobalSantaFe shareholders ...........ccccceevvviiieiveeeinnnnnnn. 5,094

Fair value of converted GlobalSantaFe stock options
and stock appreciation rightS.........c.ecveeeiieiierieri e 157
Transocean tranSaction COSTS.......ccuiiiirerririiiieeieeetieeireeereeereeereeereeeereeeereenenes 35
Total PUIChASE PIICE.....cviiuiirierieieieieeie ettt $§ 17,515

The purchase price allocation for the Merger included the following (in millions):

Historical net book value of GlobalSantaFe (@).........cccoevverieriiiriiiieciereeee e $ 5,776
Fair value adjustment of property and equipment—contract drilling services, net ...........c.cceceveeuenee. 7,385
Fair value adjustment of property and equipment—oil and gas properties, net ............ccoccevverreennenne. 55
Fair value adjustment of materials and SUPPIIes, NEt........ccceeririiiiiiiiieiie e 138
Fair value adjustment of defined benefit plans, Nt ............ccoociiiiiiiiiiiiiieeee e 31
Elimination of historical deferred revenues associated with contract drilling services ...................... 107
Elimination of historical deferred expenses associated with contract drilling services...................... (34)
Adjustment to deferred income taxes resulting from various pro forma adjustments, net.................. (530)
Adjustment to goodwill — contract drilling SEIVICES ........coueiuiruieierieieie ettt 5,400
Adjustment to goodwill — drilling Management SEIVICES..........ccuievuerrierierrieieereeeeseesreere e eene e 260
Adjustment to goodwill — 01l and gas PIrOPEILIES .......ccvevveiierrieriieiieieeee ettt eas 23
Adjustment to drilling contract intangibles, NEt............eccuivvieriierieriieiieieeiere e e (1,303)
Adjustment to other intan@ible IteMS, NET..........ccuieiiieiiiiieiieieeie e 239
Severance costs for legacy GlobalSantaFe affected employees .........ccoecuevverienieiiniieiiecieeeeee (25)
OTNET, TIET ...ttt ettt e e et e et e e et e e eateeebeeeaseeeabeeeaseeeasaeansaeenbaeanseeenseeenseesnseeenseenans @)
TOAl PUICHASE PIICE ...vevvivieviieeietiieiieteeteet ettt ettt ettt sese s s eseese s essese s eseeseseseesesseseesensesesens § 17,515

(a) Historical net book value of GlobalSantaFe includes goodwill of $333 million associated with prior business
combinations, which was eliminated in the purchase price allocation.

The purchase price included, at estimated fair value, current assets of $2.1 billion, drilling and other property and
equipment of $12.3 billion, intangible assets of $430 million, other assets of $112 million and the assumption of current
liabilities of $439 million, other net long-term liabilities of $2.1 billion and long-term debt of $575 million. The excess of the
purchase price over the estimated fair value of net assets acquired was $5.7 billion, which has been accounted for as
goodwill.

Certain purchase price allocations have not been finalized and the purchase price allocation is preliminary. Due to
the number of assets acquired and the closing of the Merger close to our year-end, we are continuing our review of the
valuation of property and equipment, intangible assets, liabilities, evaluation of tax positions and contingencies.

In connection with the Merger, we acquired drilling contracts for future contract drilling services of GlobalSantaFe.
These contracts include fixed dayrates and dayrates that may be above or below dayrates as of the date of the Merger for
similar contracts. We adjusted these drilling contracts to fair value as of the date of the Merger, and after amortizing $88
million in contract intangible revenues in December 2007, the remaining balances were $179 million recorded in other assets
and $1,394 million recorded in other long-term liabilities on our consolidated balance sheet at December 31, 2007. We will
recognize contract intangible revenues over nine years, amortizing the balances using the straight-line method over the
respective contract periods.

Additionally, we identified other intangible assets associated with drilling management services, including the trade
name, customer relationships and contract backlog. We consider the ADTI trade name to be an indefinite life intangible
asset, which will not be amortized and will be subject to an annual impairment test. The customer relationships and contract
backlog have definite lifespans and will each be amortized over their useful lives of 15 years and three months, respectively.
At year end, the carrying values of these intangibles were $76 million, $145 million and $11 million for the trade name,
customer relationships and contract backlog, respectively.
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The unaudited pro forma condensed combined statements of operations have not been adjusted for additional
charges and expenses or for other potential cost savings and operational efficiencies that may be realized as a result of the
Transactions. Unaudited pro forma combined operating results of the Company and GlobalSantaFe assuming the
Transactions were completed as of January 1, 2007 and 2006, respectively, are as follows (in millions, except per share data):

2007 2006
Operating revVenuES..........c.cveeveeerereerereeeerenens $ 11,022 $ 7,934
Operating iNCOME ........c.eeeereveniieieeeeeeenenenens 4,967 2,845
Income from continuing operations................ 3,756 1,614
Earnings per share
BAaSIC v $ 1755 $ 4.85
Diluted ..ovoeveeiieieiiieeeee e $ 1695 $ 4.69

The pro forma financial information includes adjustments for additional depreciation based on the fair market value
of the drilling and other property and equipment acquired, amortization of intangibles arising from the Merger, increased
interest expense for debt assumed in the Merger and related adjustments for income taxes. The pro forma information is not
necessarily indicative of the result of operations had the Transactions been completed on the assumed dates or the results of
operations for any future periods.

Note S—Drilling Fleet Expansion, Upgrades and Acquisitions

Construction work in progress, recorded in property and equipment, was $3.1 billion, $1.0 billion and $111 million
at December 31, 2007, 2006 and 2005, respectively. The following table summarizes actual capital expenditures, including
capitalized interest, for our major construction and conversion projects (in millions):

Year ended Year ended

December 31, December 31, Total

2007 2006 Costs
GSF Development Driller III (a)....... $ 369 $ — $ 369
Deepwater Pacific 1 (b)......cccceenenee. 279 — 279
Sedco 700-series upgrades................ 250 146 396
Discoverer Clear Leader ................... 195 214 409
Discoverer Americas.........cc.ecuveeunenn. 195 106 301
Deepwater Pacific 2 (b)........ccceeeuneenn. 179 — 179
Discoverer Inspiration....................... 120 128 248
GSF Newbuild (2) ....ccceovveeveeiieiienns 109 — 109
Discoverer Luanda.........c.cccceevvenennen. 107 — 107
Capitalized Interest ..........ccceeeveeenennen. 76 16 92
Total oo $ 1,879 $ 610 $ 2489

(a) These costs include our initial investments in the GSF Development Driller III and GSF Newbuild of
$356 million and $109 million, respectively, representing the estimated fair values of the rigs at the time of
the Merger.

(b) The costs for Deepwater Pacific 1 and Deepwater Pacific 2 represent 100 percent of expenditures incurred
prior to our investment in the joint venture ($277 million and $178 million, respectively) and 100 percent of
expenditures incurred since our investment in the joint venture. However, Pacific Drilling shares 50 percent
of these costs.

No major construction or conversion projects occurred during the year ended December 31, 2005.

In April 2007, we entered into a marketing and purchase option agreement with Pacific Drilling that provided us
with the exclusive marketing right for two newbuild Ultra-Deepwater Floaters to be named Deepwater Pacific I and
Deepwater Pacific 2, as well as an option to purchase a 50 percent interest in a joint venture company through which we and
Pacific Drilling would own the drillships. In October 2007, we obtained a firm commitment for the Deepwater Pacific 1, and
we exercised our option and acquired a 50 percent interest in the joint venture, TPDI.

In June 2007, we were awarded a drilling contract for a fourth enhanced Enterprise-class drillship to be named the
Discoverer Luanda. As a result of the Merger, we acquired one Ultra-Deepwater Floater under construction, the
GSF Development Driller 111, and one contracted for construction.
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Note 6—Asset Dispositions

During 2007, we sold a Deepwater Floater (PeregrineI), a tender rig (Charley Graves) and a swamp barge
(Searex VI). We received net proceeds from these sales of $344 million and recognized gains on the sales of $264 million
($261 million, or $1.16 per diluted share, net of tax).

During 2006, we sold three of our Midwater Floaters (Peregrine 111, Transocean Explorer and Transocean Wildcat),
three of our tender rigs (W.D. Kent, Searex IX and Searex X), a swamp barge (Searex XII) and a platform rig. We received
net proceeds from these sales of $464 million and recognized gains on the sales of $411 million ($386 million, or $1.19 per
diluted share, net of tax).

During 2005, we sold a Midwater Floater (Sedco 600), a Jackup rig (Transocean Jupiter) and a land rig. We
received net proceeds from these sales of $49 million and recognized gains on the sales of $33 million ($28 million, or
$0.08 per diluted share, net of tax).

Note 7—Debt

Debt, net of unamortized discounts, premiums and fair value adjustments, is comprised of the following
(in millions):

December 31,

2007 2006

Term Credit Facility due August 2008...........c.coeieveviieiereieeeieeeeeeeeeee e $ - $ 700
Floating Rate Notes due September 2008 ()......ccoveeereeriererinieieieieiese e 1,000 1,000
Bridge Loan Facility due November 2008 (&).......cocvereeierieniienieeeeeeeeeeeeene 3,670 -
364-Day Revolving Credit Facility due December 2008 (2)........cccceveeverenienuenene 1,500 -
6.625% Notes due ApPril 2011 ....ooviiiiiiiiieceeeee e 177 180
5% Notes due February 2013 ........ocviiieiieiieiieieeieeee e 246 -
5.25% Senior Notes due March 2013........cccoeoiiiiiiiiiieiieieeee e 499 -
6.00% Senior Notes due March 2018.........cccevieiiiiieieieeeeee e 997 -
7.375% Senior Notes due April 2018 .....ceovieiieiieiieieeeeeeeeee e 247 247
Zero Coupon Convertible Debentures due May 2020..........ccocveveeieiienienirenee - 18
1.5% Convertible Debentures due May 2021 ........cccoevevininininieninieicieienen - 400
Capital lease obligation due July 2026 (D) ....ccceveerienieieieeeeeeeeeee e 17 -
8% Debentures due APril 2027 .......cocveveriiiininininieieeeeeestese e 57 57
7.45% Notes due APTil 2027 (€) «veveruereerteeeeeeieieiee ettt seeeaeene 95 95
7% Senior Notes due June 2028.........cocueviiriiiiiiiiiienieeeceeeeseee e 314 -
7.5% Notes due APril 203 1. ..ccuiiieiiiieieeieeie ettt 598 598
1.625% Series A Convertible Senior Notes due December 2037 ........ccccoeevveeenne. 2,200 -
1.50% Series B Convertible Senior Notes due December 2037 ........cccccvvevvveennn. 2,200 -
1.50% Series C Convertible Senior Notes due December 2037 .........ccceeeevveeene. 2,200 -
6.80% Senior Notes due March 2038.........cccoevieviiiiiieieieieeee e 999 -
Dbt t0 AffIHALES ..eoovveiieiieie e e 241 3
B 121 I [ o) OO 17,257 3,298
Less debt due within one year (a)(D)(€)...eeovereereerienieieeieeiese e 6,172 95
Total 1ong-term debt .......c.covievivieiieiiieieiceeeece et $ 11,085 $ 3,203

(a) The Floating Rate Notes, Bridge Loan Facility and 364-Day Revolving Credit Facility were classified as debt due
within one year at December 31, 2007.

(b) The capital lease obligation had $2 million classified as debt due within one year at December 31, 2007.

(c) The 7.45% Notes were classified as debt due within one year at December 31, 2006 since the holders had the option
to require us to repurchase the notes in April 2007. At March 31, 2007, we reclassified these notes as long-term
debt, as no holders had notified us of their intent to exercise their option by the required notification date of
March 15, 2007.
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The scheduled maturity of our debt assumes the bondholders exercise their options to require us to repurchase the
1.625% Series A, 1.50% Series B and 1.50% Series C Convertible Senior Notes in December 2010, 2011 and 2012,
respectively. All amounts are at face value. The scheduled maturities are as follows (in millions):

Years ending December 31,

2008 .t $ 6,172
2009 . -
2000 it 2,200
20T e 2,366
2002 e 2,201
Thereafter ....ccuvvvveiiiieiieieee e 4,308

TOtAL .o, $ 17,247

Commercial Paper Program—In December 2007, we entered into a commercial paper program (the “Program”).
The 364-Day Revolving Credit Facility and the Five-Year Revolving Credit Facility provide liquidity for the Program. At
December 31, 2007, no amounts were outstanding under the Program. See Note 24—Subsequent Events.

Former Revolving Credit Facility—In July 2005, we entered into a $500 million, five-year revolving credit
agreement (“Former Revolving Credit Facility”). In May 2006, we increased the credit limit on the facility from
$500 million to $1.0 billion and extended the maturity date by one year from July 2010 to July 2011, and in June 2007, we
extended the maturity on the facility by another year to July 2012. At our election, the Former Revolving Credit Facility bore
interest at either a base rate or at LIBOR plus a margin that could vary from 0.19 percent to 0.58 percent depending on our
non-credit enhanced senior unsecured long-term debt rating (“Debt Rating”). In September 2007, we repaid the then
outstanding balance and terminated this facility. See “—Debt Redemptions, Refinancings and Repayments.”

Term Credit Facility—In August 2006, we entered into a two-year term credit facility under the Term Credit
Agreement dated August 30, 2006 (“Term Credit Facility””). Under the terms of the Term Credit Facility, we were able to
request borrowings up to $1.0 billion over the first six months of the term. After six months, any unused capacity was
cancelled. Once repaid, the funds could not be reborrowed. At our election, borrowings could be made under the Term
Credit Facility at either (1) the base rate, determined as the greater of (a) the prime loan rate or (b) the sum of the weighted
average overnight federal funds rate plus 0.50 percent, or (2) LIBOR plus 0.30 percent, based on current credit ratings. We
terminated the facility in August 2007. See “—Debt Redemptions, Refinancings and Repayments.”

Floating Rate Notes—In September 2006, we issued $1.0 billion aggregate principal amount of floating rate notes,
due September 2008 (“Floating Rate Notes™). We are required to pay interest on the Floating Rate Notes on March 5, June 5,
September 5 and December 5 of each year, beginning on December 5, 2006. The per annum interest rate on the Floating
Rate Notes is equal to the three month LIBOR, reset on each payment date, plus 0.20 percent. We may redeem some or all of
the notes at any time after September 2007 at a price equal to 100 percent of the principal amount plus accrued and unpaid
interest, if any. At December 31, 2007, $1.0 billion principal amount of these notes was outstanding at an interest rate of
5.14 percent.

Bridge Loan Facilit)—In September 2007, we entered into the Bridge Loan Facility. In connection with the
Transactions, we borrowed $15 billion under the Bridge Loan Facility at the reserve-adjusted LIBOR plus the applicable
margin, which is based upon our Debt Rating. As of December 31, 2007, the applicable margin was 0.4 percent. We may
prepay the Bridge Loan Facility in whole or in part without premium or penalty. In addition, this facility requires mandatory
prepayments of outstanding borrowings in an amount equal to 100 percent of the net cash proceeds resulting from any of the
following (in each case subject to certain agreed exceptions): (1) the sale or other disposition of any of our property or assets
above a predetermined threshold; (2) the receipt of certain net insurance or condemnation proceeds; (3) certain issuances of
our equity securities; and (4) the incurrence of indebtedness for borrowed money by us. The Bridge Loan Facility also
contains certain covenants that are applicable during the period in which any borrowings are outstanding, including a
maximum leverage ratio. Borrowings under the Bridge Loan Facility are subject to acceleration upon the occurrence of
events of default. At December 31, 2007, we had $3.7 billion outstanding under this facility at a weighted-average interest
rate of 5.41 percent. See Note 24—Subsequent Events.

364-Day Revolving Credit Facility—In December 2007, we entered into a credit agreement for a 364-Day,
$1.5 billion revolving credit facility (“364-Day Revolving Credit Facility”). The 364-Day Revolving Credit Facility bears
interest, at our option, at either (1) a base rate, determined as the greater of (a) the prime loan rate or (b) the federal funds
effective rate plus 0.50 percent, or (2) the reserve-adjusted LIBOR plus the applicable margin, which is based upon our Debt
Rating. A facility fee, varying from 0.05 percent to 0.15 percent depending on our Debt Rating, is incurred on the daily
amount of the underlying commitment, whether used or unused, throughout the term of the facility. A utilization fee, varying
from 0.05 percent to 0.10 percent depending on our Debt Rating, is payable if amounts outstanding under the 364-Day
Revolving Credit Facility are greater than or equal to 50 percent of the total underlying commitment. At December 31, 2007,
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the applicable margin, facility fee and utilization fee were 0.28 percent, 0.07 percent and 0.10 percent, respectively. The
364-Day Revolving Credit Facility may be prepaid in whole or in part without premium or penalty. The 364-Day Revolving
Credit Facility requires compliance with various covenants and provisions customary for agreements of this nature, including
a debt to total tangible capitalization ratio, as defined by the 364-Day Revolving Credit Facility, of not greater than
60 percent at December 31, 2009 and at the end of each quarter thereafter and a maximum leverage ratio of no greater than
350 percent as of June 30, 2008 and 300 percent at the end of each quarter thereafter through September 30, 2009. At
December 31, 2007, we had $1.5 billion outstanding under this facility at a weighted-average interest rate of 5.52 percent.
See Note 24—Subsequent Events.

Five-Year Facility—In November 2007, we entered into a $2.0 billion, five-year revolving credit facility under the
Five-Year Revolving Credit Facility Agreement dated November 27, 2007 (“Five-Year Revolving Credit Facility””). Under
the terms of the Five-Year Revolving Credit Facility, we may make borrowings at either (1) a base rate, determined as the
greater of (a) the prime loan rate or (b) the federal funds effective rate plus 0.5 percent, or (2) the reserve-adjusted LIBOR
plus the applicable margin, which is based upon our Debt Rating. A facility fee, varying from 0.07 percent to 0.17 percent
depending on our Debt Rating, is incurred on the daily amount of the underlying commitment, whether used or unused,
throughout the term of the facility. A utilization fee, varying from 0.05 percent to 0.10 percent depending on our Debt
Rating, is payable if amounts outstanding under the Five-Year Revolving Credit Facility are greater than or equal to
50 percent of the total underlying commitment. At December 31, 2007, the applicable margin, facility fee and utilization fee
were 0.26 percent, 0.09 percent and 0.10 percent, respectively. The Five-Year Revolving Credit Facility may be prepaid in
whole or in part without premium or penalty. The Five-Year Revolving Credit Facility requires compliance with various
covenants and provisions customary for agreements of this nature, including a debt to total tangible capitalization ratio, as
defined by the Five-Year Revolving Credit Facility, of not greater than 60 percent at December 31, 2009 and at the end of
each quarter thereafter and a maximum leverage ratio of no greater than 350 percent as of June 30, 2008 and 300 percent at
the end of each quarter thereafter through September 30, 2009. At December 31, 2007, no borrowings were outstanding
under the Five-Year Revolving Credit Facility.

6.625% Notes and 7.5% Notes—In April 2001, we issued $700 million aggregate principal amount of 6.625% Notes
due April 2011 and $600 million aggregate principal amount of 7.5% Notes due April 2031. At December 31, 2007,
$166 million and $600 million principal amount of the 6.625% Notes and 7.5% Notes, respectively, were outstanding.

5% Notes and 7% Notes—In November 2007, Transocean Worldwide Inc. executed a supplemental indenture to
assume the obligations related to the 5% Notes due 2013 (the “5% Notes”) issued by GlobalSantaFe under the indenture
dated as of February 1, 2003. Additionally, as a result of the Merger, we acquired Global Marine Inc, formerly a subsidiary
of GlobalSantaFe and now our subsidiary, which is the obligor on the 7% Notes due 2028 (the “7% Notes”), which were
issued under the indenture dated as of September 1, 1997. The 5% Notes are the obligation of Transocean Worldwide Inc.
and the 7% Notes are the obligation of Global Marine Inc., 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 a price equal to 100 percent of the principal
amount plus accrued and unpaid interest, if any, and a make-whole premium. The indentures related to the 5% Notes and the
7% Notes contain limitations on the obligor’s ability to incur indebtedness for borrowed money secured by certain liens and
on its ability to engage in certain sale/leaseback transactions. At December 31, 2007, $250 million and $300 million
aggregate principal amount of the 5% Notes and the 7% Notes, respectively, remained outstanding

5.25%, 6.00% and 6.80% Senior Notes—In December 2007, we issued $0.5 billion aggregate principal 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,” and together with the 5.25% Senior Notes and the 6.00% Senior Notes, the “Senior
Notes”). We are required to pay interest on the Senior Notes on March 15 and September 15 of each year, beginning
March 15, 2008. We may redeem some or all of the notes at any time, at a redemption price equal to 100 percent of the
principal amount plus accrued and unpaid interest, if any, and a make-whole premium. At December 31, 2007, $500 million,
$1.0 billion and $1.0 billion principal amount of the 5.25%, 6.00% and 6.80% Senior Notes, respectively, were outstanding.

Zero Coupon Convertible Debentures—In May 2000, we issued Zero Coupon Convertible Debentures due
May 2020 with a face value at maturity of $865 million. The debentures were issued to the public at a price of $579.12 per
debenture and accrued original issue discount at a rate of 2.75 percent per annum compounded semiannually to reach a face
value at maturity of $1,000 per debenture. We paid no interest on the debentures prior to maturity and, since May 2003, we
had the right to redeem the debentures for a price equal to the issuance price plus accrued original issue discount to the date
of redemption. Each holder had the right to require us to repurchase the debentures on the third, eighth and thirteenth
anniversary of issuance at the issuance price plus accrued original issue discount to the date of repurchase. We could pay this
repurchase price with either cash or ordinary shares or a combination of cash and ordinary shares. The debentures were
convertible into our ordinary shares at the option of the holder at any time at a ratio of 8.1566 shares per debenture, which
was equivalent to an initial conversion price of $71.00 per share, subject to adjustments if certain events took place. See “—
Debt Redemptions, Refinancings and Repayments.”
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1.5% Convertible Debentures—In May 2001, we issued $400 million aggregate principal amount of
1.5% Convertible Debentures due May 2021. We had the right to redeem the debentures for a price equal to 100 percent of
the principal. Each holder had the right to require us to repurchase the debentures after five, 10 and 15 years at 100 percent
of the principal amount. We could pay this repurchase price with either cash or ordinary shares or a combination of cash and
ordinary shares. The debentures were convertible into our ordinary shares at the option of the holder at any time at a ratio of
13.8627 shares per $1,000 principal amount debenture, which was equivalent to an initial conversion price of $72.136 per
share. This ratio was subject to adjustments if certain events took place, and conversion could only occur if the closing sale
price per ordinary share exceeded 110 percent of the conversion price for at least 20 trading days in a period of
30 consecutive trading days ending on the trading day immediately prior to the conversion date or if other specified
conditions were met. See “—Debt Redemptions, Refinancings and Repayments.”

Capital Lease Obligations—The GSF Explorer is held under a capital lease through 2026. The capital lease for the
GSF Explorer has a remaining term of 19 years. See Note 16—Commitments and Contingencies.

7.45% Notes and 8% Debentures—In April 1997, we issued $100 million aggregate principal amount of
7.45% Notes due April 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 our option
subject to a make-whole premium. At December 31, 2007, $100 million and $57 million principal amount of the
7.45% Notes and the 8% Debentures, respectively, were outstanding.

1.625% Series A, 1.50% Series B and 1.50% Series C Convertible Senior Notes—In December 2007, we issued
$2.2 billion aggregate principal amount of 1.625% Series A Convertible Senior Notes due December 2037 (the “Series A
Notes”), $2.2 billion aggregate principal amount of 1.50% Series B Convertible Senior Notes due December 2037 (the
“Series B Notes”) and $2.2 billion aggregate principal amount of 1.50% Series C Convertible Senior Notes due
December 2037 (the “Series C Notes,” and together with the Series A and Series B Notes, the “Convertible Notes”). We are
required to pay interest on the Convertible Notes on June 15 and December 15 of each year, beginning June 15, 2008. The
Convertible Notes may be converted under the circumstances specified below at an initial rate of 5.9310 ordinary shares per
$1,000 note. The initial conversion rate is subject to adjustments upon the occurrence of certain corporate events but not for
accrued interest. Upon conversion, we will deliver, in lieu of ordinary shares, cash up to the aggregate principal amount of
notes to be converted and ordinary shares in respect of the remainder, if any, of our conversion obligation in excess of the
aggregate principal amount of the notes being converted. In addition, if certain fundamental changes occur on or before
December 20, 2010, with respect to Series A Notes, December 20, 2011, with respect to Series B Notes or December 20,
2012, with respect to Series C Notes, we will in some cases increase the conversion rate for a holder electing to convert notes
in connection with such fundamental change. We may redeem some or all of the notes at any time after December 20, 2010,
in the case of the Series A Notes, December 20, 2011, in the case of the Series B Notes and December 20, 2012, in the case
of the Series C Notes, in each case at a redemption price equal to 100 percent of the principal amount plus accrued and
unpaid interest, if any. Holders of the Series A Notes and Series B Notes have the right to require us to repurchase their notes
on December 15, 2010 and December 15, 2011, respectively. 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 a fundamental change, at a 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. At December 31, 2007,
$2.2 billion principal amount of each of the Series A Notes, Series B Notes and Series C Notes were outstanding.

Holders may convert their notes only under the following circumstances: (1) during any calendar quarter after
March 31, 2008 if the last reported sale price of our ordinary shares for at least 20 trading days in a 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,
(2) during the five business days after the average trading price per $1,000 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, (3) during specified periods if specified distributions to holders of our ordinary shares are made or specified corporate
transactions occur, (4) prior to the close of business on the business day preceding the redemption date if the notes are called
for redemption or (5) on or after September 15, 2037 and prior to the close of business on the business day prior to the stated
maturity of the notes. Upon conversion, we will deliver, in lieu of ordinary shares, cash up to the aggregate principal amount
of notes to be converted and ordinary shares in respect of the remainder, if any, of our conversion obligation in excess of the
aggregate principal amount of the notes being converted.

Debt to Affiliates—In November 2005, we entered into a loan agreement with Overseas Drilling Limited (“ODL”), a
company in which we own a 50 percent interest, pursuant to which we may borrow up to $8 million. ODL may demand
repayment at any time upon five business days prior written notice given to us and any amount due to us from ODL may be
offset against the loan amount at the time of repayment. As of December 31, 2007, $3 million was outstanding under this
loan agreement.
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In October 2007, TPDI, a joint venture in which we own 50 percent, issued a promissory note to us for
approximately $238 million. Concurrently, TPDI issued a note to Pacific Drilling for approximately $238 million, which is
reflected in long-term debt in our consolidated balance sheet.

Debt Redemptions, Refinancings and Repayments—In August 2007, we terminated our existing two-year Term
Credit Facility. Prior to the termination, we repaid the then outstanding balance of $470 million. We recognized a loss on
the termination of this debt of $1 million, which had no tax effect.

In November 2007, we terminated our $1.0 billion Former Revolving Credit Facility. We recognized a loss on the
termination of this debt of $1 million, which had no tax effect.

In December 2007, we refinanced a total of $10.5 billion of borrowings under the Bridge Loan Facility using
proceeds from borrowings under the 364-Day Revolving Credit Facility, the Senior Notes and the Convertible Notes. We
recognized a loss on the retirement of this debt of $6 million ($0.03 per diluted share), which had no tax effect. In addition,
we repaid $820 million of borrowings under the Bridge Loan Facility using internally generated cash flow. See Note 24—
Subsequent Events.

In October 2007, we called our Zero Coupon Convertible Debentures due May 15, 2020. Between the notification
and the trading day prior to the redemption date, holders retained the right to convert the debentures into our ordinary shares
at a rate of 8.1566 ordinary shares per $1,000 debenture. During this period, we issued 148,244 ordinary shares upon
conversion of $18 million aggregate principal amount of debentures. In November 2007, we redeemed the remaining
debentures at an approximate cost of $18,000, plus accrued and unpaid interest.

In October 2007, we also called our 1.5% Convertible Debentures due May 15, 2021. Between the notification date
and the fourth trading day prior to the redemption date, holders retained the right to convert the debentures into our ordinary
shares at a rate of 13.8627 ordinary shares per $1,000 debenture. During this period, we issued 5,499,613 ordinary shares
upon conversion of $397 million aggregate principal amount of debentures. In November 2007, we redeemed the remaining
debentures at an approximate cost of $3 million, plus accrued and unpaid interest.

Holders of our 1.5% Convertible Debentures due May 15, 2021 had the option to require us to repurchase their
debentures in May 2006; however, no holders exercised such right. In May 2006, holders of $101,000 aggregate principal
amount converted their debentures into ordinary shares at a conversion rate of 13.8627 ordinary shares per $1,000 debenture,
resulting in the issuance of 1,399 ordinary shares.

In July 2005, we acquired, pursuant to a tender offer, a total of $534 million, or approximately 76.3 percent, of the
aggregate principal amount of our 6.625% Notes due April 2011 at 110.578 percent of face value, or $591 million, plus
accrued and unpaid interest.

In March 2005, we redeemed our outstanding 6.95% Senior Notes due April 2008 at the make-whole premium price
provided in the indenture. We recognized a loss on the redemption of debt of $7 million ($0.02 per diluted share), which had
no tax effect.

Note 8—Financial Instruments and Risk Concentration

Foreign Exchange Risk—Our 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 a variety of techniques to minimize the exposure to foreign exchange
risk, including customer contract payment terms and the possible use of foreign exchange derivative instruments.

Our primary foreign exchange risk 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 a material impact on overall results. In situations where
payments of local currency do not equal local currency requirements, foreign exchange derivative instruments, specifically
foreign exchange forward contracts, or spot purchases, may be used to mitigate foreign currency risk. A 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, which 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,
which do not qualify as hedges for accounting purposes, are recognized currently based on the change in market value of the
derivative instruments. At December 31, 2007 and 2006, we had no outstanding foreign exchange derivative instruments.
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Interest Rate Risk—Our use of debt directly exposes us to interest rate risk. Floating rate debt, where the interest
rate can be changed every year or less over the life of the instrument, exposes us to short-term changes in market interest
rates. Fixed rate debt, where the interest rate is fixed over the life of the instrument and the instrument’s maturity is greater
than one year, exposes us to changes in market interest rates should we refinance maturing debt with new debt.

In addition, we are exposed to interest rate risk in our cash investments, as the interest rates on these investments
change with market interest rates.

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 a hedge of underlying future interest payments. These agreements involve the exchange of amounts based on
variable interest rates and amounts based on a 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 a designated debt obligation, any realized or unrealized gain or loss from the
swap would be recognized in income.

We had no interest rate swap transactions outstanding as of December 31, 2007 and 2006. See Note 9—Interest
Rate Swaps.

Credit Risk—Financial instruments that potentially subject us to concentrations of credit risk are primarily cash and
cash equivalents 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. In foreign locations, local financial institutions are generally utilized for local currency needs. We limit the
amount of exposure to any one institution and do not believe we are exposed to any significant credit risk.

We derive the majority of our revenue from services to international oil companies, government-owned and
government-controlled oil companies. Receivables are dispersed in various countries. See Note 19—Segments,
Geographical Analysis and Major Customers. We maintain an allowance for doubtful accounts receivable based upon
expected collectibility and establish reserves for doubtful accounts on a case-by-case basis when we believe the required
payment of specific amounts owed to us is unlikely to occur. We are not aware of any significant credit risks relating to our
customer base and do not generally require collateral or other security to support customer receivables.

Labor Agreements—We require highly skilled personnel to operate our drilling units. As a result, we conduct
extensive personnel recruiting, training and safety programs. At December 31, 2007, we had approximately
21,100 employees and we also utilized approximately 3,400 persons through contract labor providers. Some of our
employees, most of whom work in the U.K., Nigeria and Norway, are represented by collective bargaining agreements. In
addition, some of our contracted labor work under collective bargaining agreements. Many of these represented individuals
are working under agreements that are subject to ongoing salary negotiation in 2008. These negotiations could result in
higher personnel expenses, other increased costs or increased operation restrictions. Additionally, the unions in the U.K.
have sought an interpretation of the application of the Working Time Regulations to the offshore sector. The Tribunal has
recently issued its decision and we are currently reviewing the decision to determine its potential impact on our operations
and expenses as well as to determine whether the decision should be appealed. The application of the Working Time
Regulations to the offshore sector could result in higher labor costs and could undermine our ability to obtain a sufficient
number of skilled workers in the U.K.

Note 9—Interest Rate Swaps

In June 2001 and February 2002, we entered into interest rate swaps with various banks related to certain notes in
the aggregate notional amount of $1.6 billion. In January 2003, we terminated all our outstanding interest rate swaps, which
were designated as fair value hedges, and recorded $174 million as a fair value adjustment to the underlying long-term debt
in our consolidated balance sheet. We amortize this amount as a reduction to interest expense over the remaining life of the
underlying debt. During the years ended December 31, 2007 and 2006, such reduction amounted to $3 million ($0.01 per
diluted share) for each year and $9 million ($0.04 per diluted share) for the year ended December 31, 2005. As a result of the
redemption of our 6.95% Senior Notes in March 2005, we recognized $13 million ($0.06 per diluted share) of the
unamortized fair value adjustment as a reduction to our loss on redemption of debt during the year ended December 31, 2005
(see Note 7—Debt). As a result of the repurchase of our 6.625% Notes in July 2005, we recognized $62 million of the
unamortized fair value adjustment as a reduction to our loss on repurchase of debt, which resulted in a gain on the repurchase
(see Note 7—Debt). There were no tax effects related to these reductions. At December 31, 2007 and 2006, the remaining
balance to be amortized was $12 million and $15 million, respectively, which was entirely related to the 6.625% Notes due
April 2011.

At December 31, 2007 and 2006, we had no outstanding interest rate swaps.
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Note 10—Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of financial instruments
for which it is practicable to estimate that value:

Cash and Cash Equivalents and Accounts Receivable-Trade—The carrying amounts approximate fair value because
of the short maturity of those instruments.

Debt—The fair value of our fixed rate debt is calculated based on market prices. The carrying value of variable rate
debt approximates fair value.

December 31, 2007 December 31, 2006
Carrying Carrying
amount Fair value amount Fair value
(in millions) (in millions)
DDt it $ 17,257 $ 17,935 $ 3,298 § 3476

Debt to Affiliates—The fair value of long-term debt to affiliates with a carrying amount of $241 million and
$3 million at December 31, 2007 and 2006, respectively, could not be determined because there is no available market price
for such debts.

Note 11—Other Current Liabilities
Other current liabilities are comprised of the following (in millions):

December 31,

2007 2006

Accrued payroll and employee benefits..................... $ 447 $ 150
Deferred revenue ............cooovveeeiiiiiiieiiiiieee e 116 77
Accrued taxes, other than income.............cccooeeeenneen.. 100 30
AcCrued INTETEST.......ccveiiviieiieeieeciee et 62 24
Stock warrant consideration payable.............c.ccuc...n. 48 —
Unearned iNCOME..........cccveeeveeiiieeeieeereeeiee e 12 67
OtheT .o 41 21

Total other current liabilities .............cccvevevereenenne. $ 826 $ 369

Note 12—Other Long-Term Liabilities
Other long-term liabilities are comprised of the following (in millions):

December 31,

2007 2006

Drilling contract intangibles .............ccccccooveveveveeennne. $ 1,394 $ —
Long-term income taxes payable..........cccocevevvererennnnne. 410 141
Accrued pension liabilities ..........cccccevveerierieecieniennnnns 133 84
Accrued retiree life insurance and medical benefits..... 52 35
Deferred revenue ..........cecvevievieniieieeieeieeeee e 39 28
OheT .. 97 52

Total other long-term liabilities............ccccceereerrenenne $§ 2,125 $ 340
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Note 13—Repurchase of Ordinary Shares

In May 2006, our board of directors authorized an increase in the overall amount of ordinary shares that may be
repurchased under our share repurchase program to $4.0 billion from $2.0 billion, which was previously authorized and
announced in October 2005. The repurchase program does not have an established expiration date and may be suspended or
discontinued at any time. Under the program, repurchased shares are constructively retired and returned to unissued status.

A summary of the aggregate ordinary shares repurchased and retired for the years ended December 31, 2007 and
2006 is as follows (in millions, except per share data):

December 31,

2007 2006
Value OF ShAreS......ooviiiiiieeeeeeeeeeeeeeeee e, $ 400 $2,600
Number of Shares ...........ccoveeiieviiiiiiecce e, 5.2 35.7
Average purchase price per share.............coooeeveerveerenennen. $77.39 $72.78

Total consideration paid to repurchase the shares was recorded in shareholders’ equity as a reduction in ordinary
shares and additional paid-in capital. Such consideration was funded with existing cash balances and borrowings under the
Former Revolving Credit Facility. At December 31, 2007, we had authority to repurchase $600 million of our ordinary
shares under our share repurchase program.

Note 14—Supplementary Cash Flow Information

Net cash provided by (used in) operating activities attributable to the net change in operating assets and liabilities is
composed of the following (in millions):

Years ended December 31,

2007 2006 2005
(Increase) in accounts receivable............ocoveveveeereeeeenennn. $ (274) $ (347) $ (150)
(Increase) in other current assets ..........cccveeeveerveeriveerveeneeenns (43) 32) (22)
Increase in accounts payable and other current liabilities...... 73 168 87
Increase in other long-term liabilities ..........ccccooeveriicneennns 8 18 23
Change in income taxes receivable / payable, net ................. (2) 124 (51)
$ (238) $ (69) $ (113)

Supplementary cash flow information is as follows (in millions):

Years ended December 31,

2007 2006 2005
Non-cash activities
Capital expenditures, accrued at end of period (a)............. $ 233 $ 186 $ 31
Merger with GlobalSantaFe (b)........cccoovveviiviinciiiieiies 12,386 — —
Joint ventures and other investments (€) ........c.ccvevveevennnnns 238 — —
Cash payments for interest...........cevverrereeeienienieeeieeeeeee 208 125 129
Cash payments for incCOme taxes ..........cceceeveereeeeereeneennennnn. 225 125 107

(a) These amounts represent additions to property and equipment for which we had accrued a corresponding liability in
accounts payable.

(b) In connection with the Merger, we issued $12.4 billion of our ordinary shares to GlobalSantaFe shareholders,
acquired $20.6 billion in assets and assumed $575 million of debt and $2.5 billion of other liabilities. See Note 4—
Merger with GlobalSantaFe Corporation.

(c) In connection with our investment in and consolidation of TPDI, we recorded additions to property and equipment of
$457 million, of which $238 million was in exchange for a note payable to Pacific Drilling. See Note 1—Nature of
Business and Principles of Consolidation and Note 7—Debt.

Note 15—Income Taxes

We are a Cayman Islands company. Our earnings are not subject to income tax in the Cayman Islands because the
country does not levy tax on corporate income. We operate through our various subsidiaries in a number of countries
throughout the world. Income taxes have been provided based upon the tax laws and rates in the countries in which
operations are conducted and income is earned. Due to the fact that the countries in which we operate have taxation regimes
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with varying nominal rates, deductions, credits and other tax attributes, there is no expected relationship between the
provision for or benefit from income taxes and income or loss before income taxes.

The components of the provision (benefit) for income taxes are as follows (in millions):

Years ended December 31,

2007 2006 2005
CUurrent Provision ..........c.cceeveeerivveeereereeeeeeeeereeeee e $ 293 $ 245 $ 60
Deferred provision (benefit) ........ccccceevveeverieneeneeieeene. (40) (23) 27
Income tax ProviSiON...........ccoeveeeeververeererierrsreseeesseneneas $ 253 $ 222 $ 87
Effective taX 1ate .....ccvevvierieeie e 7.5% 13.8% 10.8%

Deferred tax assets and liabilities are recognized for the anticipated future tax effects of temporary differences
between the financial statement basis and the tax basis of our assets and liabilities at the applicable tax rates in effect.

Significant components of deferred tax assets and liabilities are as follows (in millions):

December 31,

2007 2006

Deferred tax assets
Drilling contract intangibles..............ccooevericeereeerereeeeenns $ 303 $ —
Net operating loss carryforwards ...........ccocoeeveeienienieneennee. 102 56
Tax credit carryforwards ..........cooceeiieienieniereee e 100 118
Accrued payroll expenses not currently deductible.................. 85 38
Deferred income 50 (1)
OhET ...ttt 83 37
Valuation allowance...........ccceevveeiieienienienieeieeee e (29) (59)

Total deferred taX assets........cocevveierierenenininieieieee s 694 189
Deferred tax liabilities
Depreciation and amortization ............ccceeeeeeereereenieeeeseenneenn, (1,155) (218)
Drilling management services intangibles ............cccccocceenennene (83) —
OthET . (18) 9

Total deferred tax [iabilities .........ccccceerevieninenicncniiieiee (1,256) (227)
Net deferred tax liabilities ....................c.cocoooviviiiiiiiiienn, $ (562) $ (38)

We have not provided for deferred taxes in circumstances where we do not expect the operations in a jurisdiction to
give rise to future tax consequences, due to the structure of operations and applicable law. Should our expectations change
regarding the expected future tax consequences, we may be required to record additional deferred taxes that could have a
material adverse effect on our consolidated statement of financial position, results of operations or cash flows.

The $524 million increase in our net deferred tax liability is composed of $599 million of net deferred tax liabilities
assumed in connections with the Merger partly offset by the deferred tax benefit of $40 million and $35 million of net tax
benefits charged to equity accounts as a result of the tax effects of minimum pension liability adjustments and deductions
taken for employee option exercises.

We have not provided for deferred taxes on the unremitted earnings of certain subsidiaries that we consider to be
permanently reinvested. Should we make a distribution of the unremitted earnings of these subsidiaries, we may be required
to record additional taxes. Because we cannot predict when, if at all, we will make a distribution of these unremitted
earnings, we are unable to make a determination of the amount of unrecognized deferred tax liability.

A valuation allowance for deferred tax assets is recorded 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 a valuation allowance to offset deferred tax assets for net
operating losses incurred during the year in certain jurisdictions and for other deferred tax assets where, in the opinion of
management, it is more likely than not that the financial statement benefit of these losses will not be realized. We provide a
valuation allowance for foreign tax credit carryforwards to reflect the possible expiration of these benefits prior to their
utilization. As of December 31, 2007, the valuation allowance for non-current deferred tax assets decreased $30 million to
$29 million. The decrease resulted primarily from a $58 million release of valuation allowance against our U.S. foreign tax
credits partly offset by a $28 million valuation allowance against deferred tax assets acquired in connection with the Merger.
As of December 31, 2006, our valuation allowance was $59 million which included an $11 million increase over the 2005
balance, primarily resulting from an increase in foreign tax credits.

-85 -



TRANSOCEAN INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Continued

Our U.K. net operating loss carryforwards do not expire. The tax effect of the U.K. net operating loss carryforwards
was $49 million at December 31, 2007 and $56 million at December 31, 2006. We have generated additional net operating
loss carryforwards in various worldwide tax jurisdictions. Our U.S. foreign tax credit carryforwards of $80 million, net of
valuation allowances of $1 million, which will expire between 2009 and 2016. Our U.S. alternative minimum tax credits of
$20 million do not expire.

In addition to our recognized tax attributes, we have an unrecognized U.S. capital loss carryforward. We have not
recognized a deferred tax asset for the capital loss carryforward as it is not probable that we will 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. During the year ended December 31, 2005, we recognized a benefit of $67 million to record the utilization
of the capital loss carryforward to offset capital gain income resulting from certain restructuring transactions. Certain
payments from TODCO under the tax sharing agreement also serve to increase or decrease the capital loss carryforward.
Should an opportunity to utilize the remaining capital loss arise, the total potential tax benefit at December 31, 2007 was
$776 million. As of December 31, 2006, we had not recognized a deferred tax asset for certain of our U.S. net operating loss
carryforwards as it was not probable that the benefit of the underlying tax deduction would be realized. During 2007, we
determined that it was probable that the U.S. entity generating the previously unrecognized net operating losses will generate
sufficient taxable income to utilize all net operating losses. As a result, we recognized the remaining amount of these
previously unrecognized net operating losses.

We are subject to changes in tax laws, treaties and regulations in and between the countries in which we operate. A
material change in these tax laws, treaties or regulations could result in a higher or lower effective tax rate on our worldwide
earnings.

Transocean Inc., a Cayman Islands company, is not subject to income taxes in the Cayman Islands because the
Cayman Islands does not levy a tax on corporate income. We have obtained assurance from the Cayman Islands government
under the Tax Concessions Law (as amended) that in the event that any legislation is enacted in the Cayman Islands imposing
tax computed on profits, income, distributions or any capital assets, gain or appreciation, or any tax in the nature of estate
duty or inheritance tax, such tax shall not, until June 1, 2019, be applicable to us or to any of our operations or to our shares,
debentures or other obligations.

Our income tax returns are subject to review and examination in the various jurisdictions in which we operate. We
are currently contesting various tax assessments. We accrue for income tax contingencies that we believe are more likely
than not exposures in accordance with the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income
Taxes—an Interpretation of FASB Statement No. 109 (“FIN 48”), as adopted on January 1, 2007.

The total unrecognized tax benefits related to uncertain tax positions as of January 1, 2007 was $303 million.
During 2007, our unrecognized tax benefits related to uncertain tax positions increased to $424 million. If recognized,
$349 million of this amount would favorably impact the effective tax rate.

A reconciliation of the unrecognized tax benefits, excluding interest and penalties, for the year ended December 31,
2007 follows:

Unrecognized
tax benefits
Balance at January 1, 2007........ccccovveiiuieierieieeeieereeeeeeer e $ 219
Unrecognized tax benefits assumed in connection with the Merger ... 42
Additions for current year tax POSItioNS ........c.cccveeeerreerverirereereennennns 48
Additions for prior year tax pOSItioNS........ccccoeeerererierieienienenenienes 22
Reductions for prior year tax pOSItions ..........cccceeveererevereenieerieenennnns (6)
SEHICIMENLS .....ieniieiiieiieeiieie ettt e eee e enee e (26)
Reductions related to statute of limitation expirations .............ccec.e..... —
Balance at December 31, 2007 ......ooooeeeeeeeeeeee e $ 299

It is reasonably possible that our existing liabilities for unrecognized tax benefits may increase or decrease in the
next twelve months primarily due to the progression of open audits or the expiration of statutes of limitation. However, we
cannot reasonably estimate a range of potential changes in our existing liabilities for unrecognized tax benefits due to various
uncertainties, such as the unresolved nature of various audits.

We accrue interest and penalties related to our liabilities for unrecognized tax benefits as a component of income tax
expense. In connection with the adoption of FIN 48 we recognized approximately $84 million for the payment of interest
and penalties, which is included as a component of the January 1, 2007 $303 million liability for unrecognized tax benefits.
During the year ended December 31, 2007, we increased the liability related to interest and penalties on our unrecognized tax
benefits by $41 million, which brought the interest and penalty component included in the December 31, 2007 liability for
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unrecognized tax benefits balance to $125 million. Included in the $41 million increase in interest and penalties was a
$10 million assumption of interest and penalty liabilities in connection with the Merger, which did not impact the statement
of operations.

We, or one of our subsidiaries, 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.
During 2006, we settled disputes with tax authorities in several jurisdictions and the statute of limitations for income tax
contingencies for certain issues expired. As a result of the resolution of these matters, we recognized a current tax benefit of
$30 million for the year ended December 31, 2006. The amount of current tax benefit recognized in 2007 from the settlement
of disputes with tax authorities and the expiration of statute of limitations was insignificant.

Our 2004 and 2005 U.S. federal income tax returns are currently under examination by the IRS. In October 2007,
we received from the IRS examination reports setting forth proposed changes to the U.S. federal taxable income reported for
the years 2004 and 2005. The proposed changes would result in a cash tax payment of approximately $413 million, exclusive
of interest. We filed a letter with the IRS protesting the proposed changes on November 19, 2007. The protest letter puts
forth our position that we believe our returns are materially correct as filed. We will continue to vigorously defend against
these proposed changes. The IRS audits of GlobalSantaFe’s 2004 and 2005 U.S. federal income tax returns are still in the
examination phase. We do not expect the conclusion of these audits to give rise to a material tax liability.

In February 2007, we entered into a settlement agreement with the IRS regarding the 2001 to 2003 audit. The IRS
agreed to settle all issues for this period. This settlement resulted in no cash tax payment.

During the fourth quarter of 2005, we entered into a settlement agreement with the IRS with respect to our 1999 and
2000 U.S. federal income tax returns, which resulted in a payment of $36 million including interest. The IRS agreed to settle
all issues for this period. This settlement did not result in a material effect on our consolidated statement of financial
position, results of operations or cash flows.

Norwegian civil tax and criminal authorities are investigating various transactions undertaken in 2001 and 2002.
The authorities initiated inquiries into these transactions in September 2004 and in March 2005 obtained additional
information on the transactions pursuant to a Norwegian court order. In 2006 we filed a formal protest with respect to a
notification by the Norwegian tax authorities of their intent to propose assessments that would result in increased tax of
approximately $287 million, plus interest, related to certain restructuring transactions. The authorities indicated penalties
imposed on the assessment could range from 15 to 60 percent of the assessment. In addition, the authorities issued a
preliminary notification in February 2008 of their intent to issue a separate tax assessment of approximately $77 million
related to a 2001 dividend payment, plus interest and penalties, which could range from 15 to 60 percent of the assessment.
In the course of its investigations, the Norwegian authorities secured certain records located in the United Kingdom related to
a Norwegian subsidiary that was previously subject to tax in Norway. The authorities are assessing the need to impose
additional taxes on this Norwegian subsidiary. We have and will continue to respond to all information requests from the
Norwegian authorities. We plan to vigorously contest any assertions by the Norwegian authorities in connection with the
various transactions being investigated.

On January 1, 2007, as part of our implementation of FIN 48, we recorded a long-term liability of $142 million
related to Norwegian tax issues described above. Since January 1, 2007, the long-term liability has increased to $168 million
due to the accrual of interest and exchange rate fluctuations. 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 a material adverse effect on
our consolidated statement of financial position or results of operations although it may have a material adverse effect on our
consolidated cash flows.

Certain of our Brazilian income tax returns for the years 2000 through 2004 are currently under examination. The
Brazil tax authorities have issued tax assessments totaling $112 million, plus a 75 percent penalty and $70 million of interest
through December 31, 2007. We believe our returns are materially correct as filed, and we are vigorously contesting these
assessments. We filed a protest letter with the Brazilian tax authorities on January 25, 2008.

In December 2005, we restructured certain of our non-U.S. operations. As a result of the restructuring, we incurred
a deferred tax charge in the amount of $33 million.

As a result of changes in our estimates of certain pre-acquisition tax contingencies and liabilities arising prior to our
merger with Sedco Forex Holdings Limited (“Sedco Forex”) effective December 31, 1999, we recorded a decrease of
$4 million and $5 million in goodwill and an income tax receivable of $4 million and $5 million in December 2007 and 2006,
respectively.

In 2004, we entered into a tax sharing agreement (the “TSA”) with TODCO in connection with the TODCO IPO.
The TSA governs the parties’ respective rights, responsibilities and obligations with respect to taxes and tax benefits, the
filing of tax returns, the control of audits and other tax matters. Under the TSA, most U.S. federal, state, local and foreign
income taxes and income tax benefits (including income taxes and income tax benefits attributable to the TODCO business)
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that accrued on or before the closing of the TODCO IPO will be for our account. Accordingly, we are generally liable for
any income taxes that accrued on or before the closing of the TODCO IPO, but TODCO generally must pay us for the
amount of any income tax benefits created on or before the closing of the TODCO IPO (“pre-closing tax benefits™) that it
uses or absorbs on a return with respect to a period after the closing of the TODCO IPO. Under this agreement, we are
entitled to receive from TODCO payment for most of the tax benefits TODCO generated prior to the TODCO IPO that they
utilize subsequent to the TODCO IPO.

In July 2007, Hercules Offshore, Inc. (“Hercules”) completed the acquisition of TODCO (the “TODCO
Acquisition”). The TSA required Hercules to make an accelerated change of control payment due to a deemed utilization of
TODCQO’s pre-IPO tax benefits to us. The amount of the accelerated payment owed to Transocean Holdings was calculated
by multiplying 80 percent by the remaining pre-IPO tax benefits as of July 11, 2007. In August 2007, we received a
$118 million change of control payment from Hercules. We believe that Hercules owes an additional $11 million related to
the change of control of TODCO.

The TSA also requires Hercules to make additional payments to us based on a portion of the tax benefit from the
exercise of certain options to acquire our ordinary shares by TODCO’s current and former employees and directors, when
and if those options are exercised. We estimate that the total amount of payments related to options that remain outstanding
at December 31, 2007 would be approximately $25 million, assuming a price of $143.15 per ordinary share at the time of
exercise of the options (the actual price of our ordinary shares at the close of trading on December 31, 2007). However, there
can be no assurance as to the amount and timing of any payment which Transocean Holdings may receive. In addition, any
future reduction of the pre-IPO tax benefits by the U.S. taxing authorities upon examination of the TODCO tax returns may
require us to reimburse TODCO for some of the amounts previously paid.

In 2007, 2006 and 2005, respectively, we recognized $277 million ($1.24 per diluted share), $51 million ($0.22 per
diluted share) and $11 million ($0.05 per diluted share) of other income in our consolidated statement of operations related to
TODCO?’s utilization of tax benefits and stock option deductions. Through December 31, 2007, we received $12 million in
estimated payments pertaining to TODCO’s 2007 federal and state income tax returns that is deferred in other current
liabilities in our consolidated balance sheet. We will recognize these estimated payments as other income when TODCO
finalizes and files its 2007 federal and state income tax returns.

Note 16—Commitments and Contingencies

Lease Obligations—We have operating lease commitments expiring at various dates, principally for real estate,
office space and office equipment. In addition to rental payments, some leases provide that we pay a pro rata share of
operating costs applicable to the leased property. At December 31, 2007, the GSF Explorer drillship, recorded in property
and equipment, net in the amount of $233 million, is held under a capital lease through 2026. As of December 31, 2007,
future minimum rental payments related to noncancellable operating leases and the capital lease are as follows (in millions):

Capital Operating
Years ending December 31, Lease Leases
2008 ... $ 2 $ 30
2009 .. 2 25
2010 e 2 15
2011 o 2 10
2012 e 2 9
Thereafter .......coeeveieiereeeee e 24 21
Total future minimum rental payments ............ $ 34 $ 110
Less amount representing imputed interest .............. (17)
Present value of future minimum rental payments
under capital [€ases .......c..ccceveririenininieienene 17
Less current portion included in accrued liabilities .. (2)
Long-term capital lease obligation.................... $ 15

Rental expense for all leases, including leases with terms of less than one year, was approximately $51 million,
$32 million and $30 million for the years ended December 31, 2007, 2006 and 2005, respectively.
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Purchase Obligations—At December 31, 2007, our purchase obligations as defined by SFAS No. 47, Disclosure of
Long-Term Obligations (as amended), related to our Sedco 700-series upgrade shipyard projects and eight newbuilds are as
follows (in millions):

Years ending December 31,

2008 .ot $ 1,164
2009 . 1,196
2000 i 229
20T oo —
2002 o —
Thereafter.......coooooieiiiiieeeeeeeeeeeeeee e —

TOtAL .o $ 2,589

Legal Proceedings—Several of our subsidiaries have been named, along with numerous unaffiliated defendants, in
several complaints that have been filed in the Circuit Courts of the State of Mississippi involving approximately
750 plaintiffs that allege personal injury arising out of asbestos exposure in the course of their employment by some of these
defendants between 1965 and 1986. The complaints also name as defendants certain of TODCQ’s subsidiaries to whom we
may owe indemnity. Further, the complaints name other unaffiliated defendant companies, including companies that
allegedly manufactured drilling related products containing asbestos. The complaints allege that the defendant drilling
contractors used those asbestos-containing products in offshore drilling operations, land based drilling operations and in
drilling structures, drilling rigs, vessels and other equipment and assert claims based on, among other things, negligence and
strict liability, and claims authorized under the Jones Act. The plaintiffs generally seek awards of unspecified compensatory
and punitive damages. We have not been provided with sufficient information to determine the number of plaintiffs who
claim to have been exposed to asbestos aboard our rigs, whether they were employees, their period of employment, the period
of their alleged exposure to asbestos, or their medical condition, and we have not entered into any settlements with any
plaintiffs. Accordingly, we are unable to estimate our potential exposure in these lawsuits. We historically have maintained
insurance which we believe will be available to address any liability arising from these claims. We intend to defend these
lawsuits vigorously, but there can be no assurance as to their ultimate outcome.

One of our subsidiaries is involved in an action with respect to a customs matter relating to the Sedco 710
semisubmersible drilling rig. Prior to our merger with Sedco Forex, this drilling rig, which was working for Petrobras in
Brazil at the time, had been admitted into the country on a temporary basis under authority granted to a Schlumberger entity.
Prior to the Sedco Forex merger, the drilling contract with Petrobras was transferred from the Schlumberger entity to an
entity that would become one of our subsidiaries, but Schlumberger did not transfer the temporary import permit to any of
our subsidiaries. In early 2000, the drilling contract was extended for another year. On January 10, 2000, the temporary
import permit granted to the Schlumberger entity expired, and renewal filings were not made until later that January. In
April 2000, the Brazilian customs authorities cancelled the temporary import permit. The Schlumberger entity filed an action
in the Brazilian federal court of Campos for the purpose of extending the temporary admission. Other proceedings were also
initiated in order to secure the transfer of the temporary admission to our subsidiary. Ultimately, the court permitted the
transfer of the temporary admission from Schlumberger to our subsidiary but did not rule on whether the temporary
admission could be extended without the payment of a financial penalty. During the first quarter of 2004, the Brazilian
customs authorities issued an assessment totaling approximately $133 million against our subsidiary.

The first level Brazilian court ruled in April 2007 that the temporary admission granted to our subsidiary had
expired which allowed the Brazilian customs authorities to execute on their assessment. Following this ruling, the Brazilian
customs authorities issued a revised assessment against our subsidiary. As of February 15, 2008, the U.S. dollar equivalent
of this assessment was approximately $222 million in aggregate. We are not certain as to the basis for the increase in the
amount of the assessment, and in September 2007, we received a temporary ruling in our favor from a Brazilian federal court
that the valuation method used by the Brazilian customs authorities was incorrect. This temporary ruling was confirmed in
January 2008 by a local court, but it is still subject to review at the appellate levels in Brazil. We intend to continue to
aggressively contest this matter and we have appealed the first level Brazilian court’s ruling to a higher level court in Brazil.
There may be further judicial or administrative proceedings that result from this matter. While the court has granted us the
right to continue our appeal without the posting of a bond, it is possible that we may be required to post a bond for up to the
full amount of the assessment in connection with these proceedings. We have also put Schlumberger on notice that we
consider any assessment to be solely the responsibility of Schlumberger, not our subsidiary. Nevertheless, we expect that the
Brazilian customs authorities will continue to seek to recover the assessment solely from our subsidiary, not Schlumberger.
Schlumberger has denied any responsibility for this matter, but remains a party to the proceedings. We do not expect the
liability, if any, resulting from this matter to have a material adverse effect on our consolidated statement of financial
position, results of operations or cash flows.
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In the third quarter of 2006, we received tax assessments of approximately $130 million from the state tax
authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for customs taxes on equipment imported into
the state in connection with our operations. The assessments resulted from a preliminary finding by these authorities that our
subsidiary’s 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 9, 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 a result, we filed an appeal on September 27, 2007 to the state Taxpayer’s
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 a material adverse effect on our consolidated statement of financial position, results
of operations or cash flows.

One of our subsidiaries is involved in lawsuits arising out of the subsidiary’s 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,
fundings from settlements with the primary insurers and funds received from the cancellation of certain insurance policies.
The subsidiary has been named as a defendant, along with numerous other companies, in lawsuits alleging personal injury as
a result of exposure to asbestos. As of December 31, 2007, the subsidiary was a defendant in approximately 1,041 lawsuits,
of which 102 were filed during 2007. Some of these lawsuits include multiple plaintiffs and we estimate that there are
approximately 3,380 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, 2007, the amounts expended to resolve claims (including both attorneys’ fees and
expenses, and settlement costs) have not been material, and all deductibles with respect to the primary insurance have been
satisfied. The subsidiary continues to be named as a defendant in additional lawsuits and we cannot predict the number of
additional cases in which it may be named a 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. 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
insurance and funds from the settlements of litigation with insurance carriers available 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 a material impact on our consolidated statement of financial position, results
of operations or cash flows.

We are involved in various tax matters (see Note 15—Income Taxes). 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. We are
also involved in a number of other lawsuits, including a dispute for municipal tax payments in Brazil and a 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 a 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 management’s
current estimates.

Environmental Matters—We 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 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 a PRP in connection with a site located in Santa Fe Springs, California, known as the Waste
Disposal, Inc. site. We and other PRPs have agreed with the U.S. Environmental Protection Agency (“EPA”) and the U.S.
Department of Justice (“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 a consent decree, which has now been entered by the court. The parties
to the settlement have entered into a 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.

We have also been named as a PRP in connection with a site in California known as the Casmalia Resources Site.
We and other PRPs have entered into an agreement with the EPA and the DOJ to resolve potential liabilities. Under the
settlement, we are not likely to owe any substantial additional amounts for this site beyond what we have already paid. There
are additional potential liabilities related to this site, but these cannot be quantified at this time, and we have no reason at this
time to believe that they will be material.
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We have been named as one of many PRPs in connection with a site located in Carson, California, formerly
maintained by Cal Compact Landfill. On February 15, 2002, we were served with a required 90-day notification that eight
California cities, on behalf of themselves and other PRPs, intend to commence an action against us under the Resource
Conservation and Recovery Act (“RCRA”). On April 1, 2002, a complaint was filed by the cities against us and others
alleging that we have liabilities in connection with the site. However, the complaint has not been served. The site was closed
in or around 1965, and we do not have sufficient information to enable us to assess our potential liability, if any, for this site.

One of our subsidiaries has recently been ordered by the California Regional Water Quality Control Board to
develop a testing plan for a site known as Campus 1000 Fremont in Alhambra, 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, the cost of which is expected to be in the range of $200,000. We have also been advised that one or more of our
subsidiaries is likely to be named by the EPA as a PRP for the San Gabriel Valley, Area 3, Superfund site, which includes
this property. 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 a responsible party. The subsidiaries in question do not own any operating
assets and have limited ability to respond to any liabilities.

One of our subsidiaries has been requested to contribute approximately $140,000 toward remediation costs of the
Environmental Protection Corporation (“EPC”) Eastside Disposal Facility near Bakersfield, California, by a company that
has taken responsibility for site remediation from the California Department of Toxic Substances Control. Our subsidiary is
alleged to have been a small contributor of the wastes that were improperly disposed by EPC at the site. We have undertaken
an investigation as to whether our subsidiary is a liable party, what the total remediation costs may be and the amount of
waste that may have been contributed by other parties. Until that investigation is complete we are unable to assess our
potential liability, if any, for this site.

Resolutions of other claims 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;
= appropriate investigatory and/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
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 a 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 a lawsuit filed on behalf of
three landowners in Louisiana in the 12" Judicial District Court for the Parish of Avoyelles, State of Louisiana. The lawsuit
named nineteen other defendants, all of which were alleged to have contaminated the plaintiffs’ property with naturally
occurring radioactive material, produced water, drilling fluids, chlorides, hydrocarbons, heavy metals and other contaminants
as a result of oil and gas exploration activities. Experts retained by the plaintiffs issued a 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 Corporation as a defendant in the lawsuit under
the “single business enterprise” 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, which is also 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 United States 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 Corporation and two
other subsidiaries in the lawsuit. We believe that these legal theories should not be applied against GlobalSantaFe
Corporation or these other two subsidiaries, and that in any event the manner in which the parent and its subsidiaries
conducted their businesses does not meet the requirements of these theories for imposition of liability. The codefendant also
seeks to dismiss the bankruptcies. The efforts to assert alter ego and single business enterprise theory claims against
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GlobalSantaFe Corporation were rejected by the Court in Avoyelles Parish and the lawsuit against the other defendant went
to trial on February 19, 2007. The action was resolved at trial with a settlement by the codefendant that included a
$20 million payment and certain cleanup activities to be conducted by the codefendant. The settlement also purported to
assign the plaintiffs’ claims in the lawsuit against our subsidiary and other parties, including GlobalSantaFe Corporation and
the other two subsidiaries, to the codefendant.

In the bankruptcy case, our subsidiary has filed suit to obtain declaratory and injunctive relief against the
codefendant concerning the matters described above and GlobalSantaFe Corporation has intervened in the matter. The
codefendant is seeking to dismiss the bankruptcy case and a modification of the automatic stay afforded under the
Bankruptcy Code to our subsidiary and its parent so that the codefendant may pursue the entities and GlobalSantaFe
Corporation for contribution and indemnity and the purported assigned rights from the plaintiffs in the lawsuit including the
alter ego and single business enterprise claims and potential insurance rights. On February 15, 2008, the Bankruptcy Court
denied the codefendant’s 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 Bankruptcy
Court will hold a hearing to determine the forum where these actions may proceed. The Bankruptcy Court did not address
the codefendant’s pending claims against GlobalSantaFe Corporation and the other two subsidiaries, which will also be the
subject of a future hearing. The Bankruptcy Court also denied the debtors’ requests for preliminary declaratory and
injunctive relief.

In addition, the codefendant has filed proofs of claim against both our subsidiary and its parent with regard to its
claims arising out of the settlement agreement, including recovery of the settlement funds and remediation costs and damages
for the purported assigned claims. A Motion for Partial Summary Judgment seeking annulment and dismissal of the
codefendant’s proofs of claim has also been filed by the debtors and remains pending. Our subsidiary, its parent and
GlobalSantaFe Corporation intend to continue to vigorously defend against any action taken in an attempt to impose liability
against them under the theories discussed above or otherwise and believe they have good and valid defenses thereto. We are
unable to determine the value of these claims as of the date of the Merger. We do not believe that these claims will have a
material impact on our consolidated statement of financial position, results of operations or cash flows.

Retained Risk—Our insurance program is a 12-month policy period beginning May 1, 2007. Under the program, we
generally maintain a $125 million per occurrence deductible on our hull and machinery, which is subject to an aggregate
deductible of $250 million. However, in the event of a total loss or a constructive total loss of a drilling unit, such loss is
fully covered by our insurance with no deductible. Additionally, we maintain a $10 million per occurrence deductible on
crew personal injury liability and $5 million per occurrence deductible on third-party property claims, which together are
subject to an aggregate deductible of $50 million that is applied to any occurrence in excess of the per occurrence deductible
until the aggregate deductible is exhausted. We also carry $950 million of third-party liability coverage exclusive of the
personal injury liability deductibles, third-party property liability deductibles and retention amounts described above. We
retain the risk through self-insurance for any losses in excess of the $950 million limit.

At present, the insured value of our drilling rig fleet is approximately $34 billion in aggregate. We do not generally
have commercial market insurance coverage for physical damage losses to the Transocean fleet due to hurricanes in the U.S.
Gulf of Mexico and war perils worldwide. We do not carry insurance for loss of revenue. In the opinion of management,
adequate accruals have been made based on known and estimated losses related to such exposures.

Letters of Credit and Surety Bonds—We had letters of credit outstanding totaling $532 million and $405 million at
December 31, 2007 and 2006, respectively. These letters of credit guarantee various contract bidding and performance
activities under various uncommitted lines provided by several banks.

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 $24 million and $6 million at December 31, 2007 and 2006, respectively.

Note 17—Share-Based Compensation Plans

We have (i) a 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, stock appreciation
rights (“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
vesting awards”) and awards that are earned based on the achievement of certain performance criteria (“performance-based
awards”). Our executive compensation committee of our board of directors determines the terms and conditions of the
awards under the Long-Term Incentive Plan. Options and SARs issued to date under the incentive plans have a 10-year term.
Time-based vesting awards typically vest in three equal annual installments beginning on the first anniversary date of the
grant. Performance-based awards issued to date under the incentive plans have a two-year performance measurement period
with the number of options, shares or deferred units earned being determined following the completion of the measurement
period (the “determination date”) at which time one-third of the options, shares or deferred units that have satisfied the
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performance criteria vest. Additional vesting occurs on January 1 of the two subsequent years following the determination
date. As of December 31, 2007, we had 22.9 million ordinary shares authorized for future employee grants, including up to
6.0 million for restricted share awards, and 0.6 million ordinary shares authorized with respect to outside directors. We issue
new shares when stock options are exercised and when restricted shares and deferred units vest.

We use the Black-Scholes-Merton option-pricing model to value stock options granted or modified under
SFAS 123. We determine the fair value of options and SARs granted or modified based on 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 forfeiture of options. The risk-free interest rate assumption is based upon the published
U.S. Treasury yield curve in effect at the time of grant for instruments with a similar life. The dividend yield assumption is
based on our history and expectation of dividend payouts. See Note 2—Summary of Significant Accounting Policies.

We use a blended volatility that is comprised of two components. The first component is derived from volatility
computed from historical data for an amount of time approximately equal to the expected life of the stock option. The second
component is the implied volatility derived from our “at-the-money” long dated call options with a term of six months or
longer. The two components are equally weighted to create a blended volatility.

The fair value for restricted ordinary shares and deferred units is initially based on the market price of our ordinary
shares on the date of grant.

As a result of the Merger, we assumed all of the outstanding employee stock options and stock appreciation rights of
GlobalSantaFe. Each option and stock appreciation right of GlobalSantaFe outstanding as of the Merger effective date, to the
extent not already fully vested and exercisable, became fully vested and exercisable into an option or SAR with respect to
0.6368 shares of Transocean at that time. The aggregate fair market value of options and SARs assumed in the Merger,
computed as of the Merger date, was $157 million or $83.56 per option or SAR.

At the effective time of the Reclassification, all outstanding options to acquire our ordinary shares remained
outstanding and became fully vested and exercisable. The number and exercise prices of the options to purchase our ordinary
shares were adjusted based on the market price of our ordinary shares immediately preceding the effective date of the
Reclassification and Merger in order to keep the aggregate intrinsic value of the options and stock appreciation rights equal to
the values immediately prior to such date. Each option to acquire our ordinary shares that was outstanding immediately prior
to the Reclassification and Merger was converted into options to purchase 0.9392 ordinary shares (rounded down to the
nearest whole share) with a per share exercise price equal to the exercise price of the option immediately prior to the
Reclassification and Merger divided by 0.9392 (rounded up to the nearest whole cent). Share amounts and related share
prices with respect to stock options have been retroactively restated for all periods presented to give effect to the
Reclassification.

All Transocean deferred units and restricted shares were exchanged for the same consideration for which each
outstanding Transocean ordinary share was exchanged in the Reclassification. As a result, holders of deferred units and
restricted shares received $33.03 in cash and 0.6996 ordinary shares for each deferred unit or restricted share they held
immediately prior to the Reclassification. With respect to time-based deferred unit and restricted share awards made prior to
July 21, 2007, all such consideration was fully vested as of the Merger date. However, with respect to those awards made on
or after July 21, 2007, only the cash component of the consideration vested as of the Merger date, and the share consideration
remained subject to the vesting restrictions set forth in the applicable award agreement. All performance-based awards for
which the performance determination occurred prior to the Merger date became fully vested at that time. All unvested
performance-based shares for which the performance determination had not yet occurred as of the Merger date became vested
at 50 percent on the Merger date. The remaining shares not vested were forfeited in 2007. As a result, there were no
performance-based shares outstanding at December 31, 2007. The numbers of restricted shares and deferred units in the
tables and discussions below have been retroactively restated for all periods presented to give effect to reduction in shares
that occurred in connection with the Reclassification. Weighted-average grant-date fair values per share for deferred units
and restricted shares have not been restated.

As a result of the accelerated vesting of options, deferred units and restricted shares in connection with the Merger,
we accelerated the recognition of $38 million of previously unrecognized compensation expense in the fourth quarter of
2007. Share-based compensation expense is recorded on the same financial statement line item as cash compensation paid to
the same employees.

There were no significant modifications during the years ended December 31, 2007, 2006 or 2005.

As of December 31, 2007, total unrecognized compensation costs related to all unvested share-based awards totaled
$33 million, which is expected to be recognized over a weighted average period of 2.6 years.
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Time-Based Vesting Awards

Stock Options—The following table summarizes vested and unvested time-based vesting stock option (“time-based
options”) activity under the Incentive Plans during the year ended December 31, 2007:

Weighted-
average
Weighted- remaining Aggregate
Number average contractual intrinsic
of shares exercise price term value
under option per share (years) (in millions)

Outstanding at January 1, 2007 .........ccocoeeveverveennnnne 4,025,915 $ 3022
GIanted........oovveiieeiieieeee e 3,073 110.80
Assumed in Merger.........coceeveerienienienieeieeieneeen 1,264,910 47.58
EXErCiSed ..ccviiviiiiiiiieiiciecicceeeee e (2,112,853) 37.46
Forfeited ......oooviviiiieiiecieeeeceeeeee e (11,642) 44.11
Outstanding at December 31, 2007 ........ccceevveeerennens 3,169,403 $ 3476 3.27 $ 344
Vested and exercisable at December 31, 2007 ......... 3,169,403 $  34.76 3.27 $ 344

The weighted-average grant-date fair value of time-based options granted during the year ended December 31, 2007
was $40.69 per share. There were 2,132 and 50,200 time-based options granted during the years ended December 31, 2006
and 2005, respectively, with weighted-average grant-date fair values of $34.08 and $18.98 per share, respectively.

The total pretax intrinsic value of time-based options exercised during the year ended December 31, 2007 was
$156 million. There were 1,904,346 and 7,227,931 time-based options exercised during the years ended December 31, 2006
and 2005, respectively. The total pretax intrinsic value of time-based options exercised was $99 million and $190 million
during the years ended December 31, 2006 and 2005, respectively.

Restricted Ordinary Shares—The following table summarizes unvested share activity for time-based vesting
restricted ordinary shares (“time-based shares”) granted under the Incentive Plans during the year ended December 31, 2007:

Weighted-average

Number of grant-date fair

shares value per share
Unvested at January 1, 2007 .......ccccoeveeveiericeerieiirenennne 270,743 $ 7640
Granted .........ooeoeeiriiiiicee e 380,653 109.92
VESIEA ..o (261,330) 77.12
Forfeited .......ooovvviieieieeee e (20,140) 83.73
Unvested at December 31, 2007 .....coovevveeeeeeeeeeeeeennen. 369,926 $ 109.98

The total grant-date fair value of time-based shares that vested during the year ended December 31, 2007 was
$20 million. There were 258,313 and 24,647 time-based shares granted during the years ended December 31, 2006 and 2005,
respectively. The weighted-average grant-date fair value of time-based shares granted was $78.40 and $49.01 per share for
the years ended December 31, 2006 and 2005, respectively. There were 15,812 and 10,046 time-based shares that vested
during the years ended December 31, 2006 and 2005, respectively. The total grant-date fair value of time-based shares that
vested was less than $1 million for both years ended December 31, 2006 and 2005.

Deferred Units—A deferred unit is a unit that is equal to one ordinary share but has no voting rights until the
underlying ordinary shares are issued. The following table summarizes unvested activity for time-based vesting deferred
units (“time-based units”) granted under the Incentive Plans during the year ended December 31, 2007:

Weighted-average

Number of grant-date fair

units value per share
Unvested at January 1, 2007 ........cccoeeeiienienieieeieeeeeens 40,964 $ 69.55
Granted .......ooovieieiieiieeee e 64,676 105.99
VESEEA ..ot (53,086) 74.48
Forfeited......ooovviiiiiiiecieece e (2,432) 98.20
Unvested at December 31, 2007 ......ccveoveeveeeieeeeeeeeeeen. 50,122 ' $ 109.97
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The total grant-date fair value of the time-based units vested during the year ended December 31, 2007 was
$4 million. There were 29,641 and 13,013 time-based units granted during the years ended December 31, 2006 and 2005,
respectively. The weighted-average grant-date fair value of time-based units granted was $81.55 and $45.02 per share for the
years ended December 31, 2006 and 2005, respectively. There were 9,997 and 4,254 time-based units that vested during the
years ended December 31, 2006 and 2005, respectively. The total grant-date fair value of deferred units that vested was less
than $1 million for both years ended December 31, 2006 and 2005.

Share-Settled SARs—Under an incentive plan assumed in connection with the Merger, we assumed share-settled
SARs granted to key employees and to non-employee directors of GlobalSantaFe at no cost to the grantee. The grantee
receives a number of ordinary shares upon exercise equal in value to the difference between the market value of our ordinary
shares at the exercise date and the Merger-adjusted exercise price. The following table summarizes share-settled SARs
activity under the Incentive Plans during the year ended December 31, 2007:

Weighted-
average
Weighted- remaining
average contractual Aggregate
Number exercise price term intrinsic value
of Awards per share (years) (in millions)
Assumed in the Merger at November 27, 2007 .... 615,126 $ 8837
EXErcised ....oovovieeiieiiieeieeceeee e (110,355) 84.65
Outstanding at December 31, 2007....................... 504,771 $ 89.18 8.59 § 27
Vested and exercisable at December 31, 2007 ..... 504,771 $ 89.18 8.59 $ 27

The total pretax intrinsic value of share-settled SARs exercised during the period ended December 31, 2007 was
$6 million.

Cash-Settled SARs—Under our incentive plans, we have outstanding SARs previously granted to employees that can
be settled in cash for the difference between the market value of our ordinary shares on the date of exercise and the exercise
price. The cash-settled SARs are recorded in other current liabilities in our consolidated balance sheet until they are
exercised. We have not granted any cash-settled SARs in the years ended December 31, 2007, 2006, and 2005, and all
outstanding cash-settled SARs are fully vested. We had 21,669 SARs outstanding with a weighted average remaining
contractual term of 1.29 years and an aggregate intrinsic value of $2 million as of December 31, 2007. We had 30,598 SARs
outstanding with a weighted average remaining contractual term of 2.13 years and an aggregate intrinsic value of $1 million
as of December 31, 2006.

Performance-Based Awards

Stock Options—We grant performance-based stock options (“performance-based options”) that can be earned
depending on the achievement of certain performance targets. The number of options earned is quantified upon completion
of the performance period at the determination date. The following table summarizes vested and unvested performance-
based option activity under the Incentive Plans during the year ended December 31, 2007:

Weighted-
average
Weighted- remaining Aggregate
Number average contractual intrinsic
of shares exercise price term value
under option per share (years) (in millions)

Outstanding at January 1, 2007 .........ccceevvevvereennnnne. 1,206,366 $ 50.51
GTanted ......coueeieieienieeieeteeee e — —
EXErcised ....ooviviiiiieiieiieeeeteeee e (661,988) 43.77
Forfeited ..o (152,276) 59.78
Outstanding at December 31, 2007........c.ccccvveerennene 392,102 § 58.29 8.15 § 33
Vested and exercisable at December 31, 2007 ......... 392,102 $ 5829 8.15 $ 33
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There were 329,650 and 304,971 performance-based options granted during the years ended December 31, 2006 and
2005, respectively. The weighted-average grant-date fair value of performance-based options granted was $32.17 and
$22.14 per share during the years ended December 31, 2006 and 2005, respectively.

The total pretax intrinsic value of performance-based options exercised during the year ended December 31, 2007
was $52 million. There were 158,054 and 85,864 performance-based options exercised, with a total pretax intrinsic value of
$10 million and $3 million, during the years ended December 31, 2006 and 2005, respectively.

Restricted Ordinary Shares—We grant performance-based restricted ordinary shares (“performance-based shares”)
that can be earned depending on the achievement of certain performance targets. The number of shares earned is quantified
upon completion of the performance period at the determination date. The following table summarizes unvested share
activity for performance-based shares granted under the Incentive Plans during the year ended December 31, 2007:

Weighted-
average grant-
Number date fair value
of shares per share
Unvested at January 1, 2007 ........c.ccooveveivreieieieeeeeieeeeeenas 478,154 $ 4453
Granted ........ooovviiiiiiiiie e e — —
VESTEA ..ttt e (357,544) 38.57
FOrfeited ......vviiiiiiiieeeee e (120,610) 62.21
Unvested at December 31, 2007 ....vovevveveeeeeeeeeeeeeeeeeeeeenan — § —

Shares forfeited include the adjustment of shares at the determination date due to the application of the performance
criteria.

The total grant-date fair value of performance-based shares that vested during the year ended December 31, 2007
was $14 million. There were 59,769 and 264,289 performance-based shares granted during the years ended December 31,
2006 and 2005, respectively. The weighted-average grant-date fair value was $77.56 and $57.90 per share during the years
ended December 31, 2006 and 2005, respectively. There were 175,695 and 190,930 performance-based shares that vested
with a total grant-date fair value of $6 million during each of the years ended December 31, 2006 and 2005, respectively.

Deferred Units—We grant performance-based deferred units (“performance-based units”) that can be earned
depending on the achievement of certain performance targets. The number of units earned is quantified upon completion of
the performance period at the determination date. The following table summarizes unvested unit activity for performance-
based units granted under the Incentive Plans during the year ended December 31, 2007:

Weighted-
average grant-
Number date fair value
of units per share
Unvested at January 1, 2007 .......ccoooveieierierieieneeeee e 218,640 $ 55.00
Granted .......c..ooeiiiiieeee e — —
VESTEA ... (150,762) 48.94
S 3 1< ST (67,878) 68.44
Unvested at December 31, 2007 ...co.veeeeeeeeeeeeeeeeeeeeeeeeeeeeenene — § —

Units forfeited include the adjustment of units at the determination date due to the application of the performance
criteria.

The total grant-date fair value of performance-based units that vested during the year ended December 31, 2007 was
$7 million. There were 75,707 and 7,128 performance-based units granted during the years ended December 31, 2006 and
2005, respectively. The weighted-average grant-date fair value of performance-based units granted was $78.61 and
$57.90 per share during the years ended December 31, 2006 and 2005, respectively. There were 41,236 and
10,647 performance-based units that vested with a total grant-date fair value of $2 million and less than $1 million during the
years ended December 31, 2006 and 2005, respectively.

ESPP—We provide the ESPP for certain full-time employees. Under the terms of the ESPP, employees can choose
each year to have between two and twenty percent of their annual base earnings withheld to purchase up to $21,250 of our
ordinary shares. The purchase price of the stock is 85 percent of the lower of the beginning-of-year or end-of-year market
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price of our ordinary shares. At December 31, 2007, 183,363 ordinary shares were available for issuance pursuant to the
ESPP after taking into account the shares to be issued for the 2007 plan year.

Note 18—Retirement Plans, Other Postemployment Benefits and Other Benefit Plans

On December 31, 2006, we adopted the recognition and disclosure provisions of SFAS No.158, Employers’
Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106,
and 132(R) (“SFAS 158”), which requires the recognition of the funded status of the Defined Benefit and Postretirement
Benefits Other Than Pensions (“OPEB”) plans on the December 31, 2006 balance sheet with a corresponding adjustment to
accumulated other comprehensive income. The adjustment to accumulated other comprehensive income at adoption
represents the net unrecognized actuarial losses, unrecognized prior service costs, and unrecognized transition obligation
remaining from the initial application of SFAS No. 87, Employer’s Accounting for Pension (“SFAS 87”), all of which were
previously netted against the plans’ funded status on the balance sheet. These amounts will be subsequently recognized as
net periodic pension cost pursuant to our historical accounting policy for amortizing such amounts. Further, actuarial gains
and losses that arise in subsequent periods and are not recognized as net periodic pension cost in the same periods will be
recognized as a component of other comprehensive income. Those amounts will be subsequently recognized as a component
of net periodic pension cost on the same basis as the amounts recognized in accumulated other comprehensive income.

The adoption of SFAS 158 did not affect the consolidated statement of operations for the year ended December 31,
2006, or any prior period presented, and it will not have a material affect on our operating results in future periods. The
incremental effects of adopting the provisions of SFAS 158 on the consolidated balance sheet at December 31, 2006 are as
follows:

At December 31, 2006
Prior to Effect of

adopting adopting

SFAS 158 SFAS 158 As reported
OLhEr @SSELS ...vvvieieeieriieeicteeete ettt ettt ettt saeeeas $ 322 $ (23) $ 299
TOtAl @SSCLS....vveeieeieeieiieeiie ettt ettt ees 11,499 (23) 11,476
Other current liabilities ..........ccceereeiirrieiieiiereee e 366 3 369
Total current Habilitie€S ........ovvvveeiiiiieiiiiiieeeeeeceeeeee e 1,036 3 1,039
Deferred income taxes, Net........ccvverveerieenieerieerieeiee e 60 (6) 54
Other long-term labilities........c.ccvvervireieiieiieriee e 337 6 343
Total long-term Labilities.........cccovvereerieriiiieiieieeieeeeeeeins 3,597 — 3,597
Accumulated other comprehensive 10SS.......ccocceevvevieeierienen. 4) (26) (30)
Total shareholders’ equity........ccoevevierieiieiiierieriee e 6,862 (26) 6,836
Total liabilities and shareholders’ equity ............ccceeveveenennen. $ 11,499 $ (23) $ 11,476

Defined Benefit Pension Plans—We maintain a qualified defined benefit pension plan (the “Retirement Plan”)
covering substantially all U.S. employees and an unfunded plan (the “Supplemental Benefit Plan”) to provide certain eligible
employees with benefits in excess of those allowed under the Retirement Plan. In conjunction with the R&B Falcon merger,
we acquired three defined benefit pension plans, two funded and one unfunded (the “Frozen Plans”), that were frozen prior to
the merger for which benefits no longer accrue but the pension obligations have not been fully paid out. We refer to the
Retirement Plan, the Supplemental Benefit Plan and the Frozen Plans collectively as the “U.S. Plans.”

In connection with the Merger, we assumed four defined benefit plans covering substantially all legacy
GlobalSantaFe U.S. employees and a frozen defined benefit plan that provides retirement benefits to four former members of
the board of directors of Global Marine Inc. (the “Assumed U.S. Pension Plans”). The frozen defined benefit plan is closed
to additional participants and no additional benefits are being accrued under this plan. In addition, we assumed a defined
benefit plan in the U.K. (the “Assumed U.K. Pension Plan,” and together with the Assumed U.S. Pension Plans, the
“Assumed Pension Plans”), covering substantially all non-U.S. legacy GlobalSantaFe employees.

In addition, we provide several other defined benefit plans, primarily group pension schemes with life insurance
companies covering our Norway operations and two unfunded plans covering certain of our employees and former
employees (the “Norway Plans”). Our contributions to the Norway Plans are determined primarily by the respective life
insurance companies based on the terms of the plan. For the insurance-based plans, annual premium payments are
considered to represent a reasonable approximation of the service costs of benefits earned during the period. We also have
unfunded defined benefit plans (the “Other Non-U.S. Plans”) that provide retirement and severance benefits for certain of our
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Indonesian, Nigerian and Egyptian employees. The defined benefit pension benefits we provide are comprised of the U.S.
Plans, the Norway Plans, Other Non-U.S. Plans and the Assumed Pension Plans (collectively, the “Transocean Plans”). For
all plans, we have historically and continue to use a January 1 measurement date for net periodic benefit cost and a
December 31 measurement date for benefit obligations.

In connection with the Merger, we amended the Supplemental Benefit Plan to provide employees terminated under
the severance plan with age, earnings and service benefits described in the Severance Plan and similar severance
arrangements (“Severance Credits””). The Supplemental Benefit Plan provides credit for age, service and earnings during the
period of time after termination during which severance is paid (the “Salary Continuation Period”), or if an eligible employee
receives severance in a lump sum, the lump sum is considered to be paid out over the Salary Continuation Period in order to
provide the value of the Severance Credits. The Supplemental Benefit Plan was also amended to provide for a lump-sum
form of payment within 90 days after a participant’s termination of employment and a six-month delay on benefits payable to
“specified employees” under Section 409A, of the Internal Code.

Effective November 27, 2007, one of the Assumed Pension Plans, the GlobalSantaFe Pension Equalization Plan
(the “PEP”), was also amended to provide certain terminated employees under the Severance Plan with Severance Credits.
The PEP provides credit for age, service and earnings during the Salary Continuation Period, or if an eligible employee
receives severance in a lump sum, the lump sum is considered to be paid out over the Salary Continuation Period in order to
provide the value of the Severance Credits. The PEP was also amended to provide for a lump-sum form of payment within
90 days after a participant’s termination of employment and a six-month delay on benefits payable to “specified employees”
under Section 409A of the Internal Revenue Code. In addition, the amendment specifies that terminated employees who are
ineligible to receive Severance Credits under the legacy GlobalSantaFe qualified defined benefit plan will receive Severance
Credits under the PEP.

The change in projected benefit obligation, change in plan assets, funded status and the amounts recognized in the
consolidated balance sheets are shown in the table below (in millions):

December 31,

2007 2006
Change in projected benefit obligation
Projected benefit obligation at beginning of year ............cccccoeevenennene. $ 351 $ 338
Assumed Pension Plans’ projected benefit obligations at Merger date 686 —
SEIVICE COSL ...ttt sttt sttt 22 20
INEEIEST COSL ..ottt 24 19
Foreign currency exchange rate changes ............ccocceevevveriiecieeieneennn. — 5
Benefits Paid .......ocoeiiieiiieiieie e (17) (15)
Actuarial aINS .......ooieiiiiei e (1) (16)
Projected benefit obligation at end of year ..........cccceeeevienieiienenenee, § 1,065 $ 351
Change in plan assets
Fair value of plan assets at beginning of year..........ccccceeceveeriereennnen. $ 273 $ 242
Assumed Pension Plans’ fair value of plan assets at Merger date ........ 655 —
Actual return on Plan @SSELS ........cceeveevvieiiiieiierie et 9 28
Employer COntribUtioNS. ........cceiieierieriiie et 22 15
Foreign currency exchange rate changes .........c.cccoceveeveenieienieneenen. 3) 3
Benefits Paid ....c.cccvieieiiiiieiieieee s (17) (15)
Fair value of plan assets at end of year ............cccocveivveeiieieiciiieenee, $ 939 $ 273
Funded SEATUS ............c..coooiviiieieieeeieeeeeeeeeeeeeeee et sene s $ (126) $ (78)
Amounts recognized in the consolidated balance sheets consist of:
Pension asset, NON-CUITENT .........coouiiioueeieeieeeeee e eeee e eeee e $ 32 $ 5
Accrued pension liability, CUITENt.........ccceevveriiiiiiiiecieeeeee e 31 1
Accrued pension liability, NON-CUITENL..........ccvevvvirvierieieerieieeie e 127 82
Accumulated other comprehensive iNCOmMe (a) ......cceeveeveeveeeeneenneennnns (55) (42)

(a) Amounts are before income tax effect of $12 million and $9 million for December 31, 2007 and 2006,
respectively.

The accumulated benefit obligation for all defined benefit pension plans was $939 million and $290 million at
December 31, 2007 and 2006, respectively.
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The aggregate projected benefit obligation and fair value of plan assets for plans with a projected benefit obligation
in excess of plan assets are as follows (in millions):

December 31,

2007 2006
Projected benefit 0bligation ..............ccveeeveievieiieeiicieeceeeeeee e $ 419 $ 273
Fair value of plan asSetS..........ccecevvieiienieniieieeieeeeseeie e 261 190

The aggregate accumulated benefit obligation and fair value of plan assets for plans with an accumulated benefit
obligation in excess of plan assets are as follows (in millions):

December 31,

2007 2006
Accumulated benefit Obligation..........c.cceevevveiirerieiieieieieieeeeeeee, $ 256 $ 189
Fair value of plan assets.........cccueiieiiiieiieiiere e 165 154

Net periodic benefit cost included the following components (in millions):

Years ended December 31,

2007 2006 2005

Components of net periodic benefit cost (a)
SEIVICE COST.vviuirririireretetesieseseeeeses et esesese st s st es s et s seesaras $ 22 $ 20 $ 18
INEEIEST COSE.c.utiiiiiiiiniiiiiite ettt 24 19 18
Expected return on plan assets ...........cceeevereereenieerieeieseeneenneennns (26) (20) 21
Recognized net actuarial 10SSES........ceevevervieireiirierieeeie e 5 5 4
Amortization of Prior SErViCe COSt........cvvrrirrrieriereerireeeseeseeneeenns 1 1 1
Amortization of net transition obligation.............cccecevevervenrennne. 1 1 —
SFAS 88 settlements/curtailments ............cccceeeeeerienieneenenieneene — — 2

Net periodic benefit CoSt.........cvririmiiriiiiiicieieeeeeceeeeeees $ 27 $ 26 $ 22
Increase (decrease) in minimum pension liability included in

other comprehensive iNCOME ...........cocoeveveeieveveeeeeereiiereeeenen $ (b) $ (25) $ (6)

(a)  Amounts are before income tax effect.
(b) Disclosure is not applicable for December 31, 2007 due to adoption of SFAS 158.

No plan assets are expected to be returned to us during the year ending December 31, 2008.

For the year ended December 31, 2007, our components of net periodic benefit cost totaled $4 million, which was
recognized in other comprehensive income. There were no amounts recognized in other comprehensive income as
components of net periodic benefit cost in the years ended December 31, 2006 and 2005.

The following table shows the amounts in accumulated other comprehensive income that have not been recognized
as components of net periodic benefit costs (in millions):

December 31, December 31,
2007 (a), (b) 2006 (a), (b)

INEE LSS oottt $ 57 $ 42

Net Prior Service Credit........oiierieriiieiieeiereeie et 3) )

Net transition ObliAtion ...........cerierieiiiierieieeee e 1 1
Total unrecognized accumulated other comprehensive income........ $ 55 $ 42

(a) Disclosure is not applicable for December 31, 2005.
(b) Amounts are before income tax effect.
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The following table shows the amounts in accumulated other comprehensive income expected to be recognized as
components of net periodic benefit cost during the next fiscal year (in millions):

Year ending
December 31,

2008

NEE LSS 1.ttt $ 2

Net prior service cost.............. 1

Net transition obligation 1
Total amount in accumulated other comprehensive

income expected to be recognized next year ............cceevevereneenne $ 4

Pension obligations are actuarially determined and are affected by assumptions including expected return on plan
assets, discount rates, compensation increases and employee turnover rates. We evaluate our assumptions periodically and
make adjustments to these assumptions and the recorded liabilities as necessary.

Two of the most critical assumptions used in calculating our pension expense and liabilities are the expected
long-term rate of return on plan assets and the assumed discount rate. We evaluate assumptions regarding the estimated long-
term rate of return on plan assets based on historical experience and future expectations on investment returns, which are
calculated by an unaffiliated investment advisor utilizing the asset allocation classes held by the plan’s portfolios. Beginning
on December 31, 2005, we utilized a yield curve approach based on Aa corporate bonds and the expected timing of future
benefit payments as a basis for determining the discount rate for our U.S. Plans. Changes in these and other assumptions
used in the actuarial computations could impact our projected benefit obligations, pension liabilities, pension expense and
other comprehensive income. We base our determination of pension expense on a market-related valuation of assets that
reduces year-to-year volatility. This market-related valuation recognizes investment gains or losses over a five-year period
from the year in which they occur. Investment gains or losses for this purpose are the difference between the expected return
calculated using the market-related value of assets and the actual return based on the market-related value of assets.

The following are the weighted-average assumptions used to determine benefit obligations:

December 31,

2007 2006
DiSCOUNT TALE......eiiiiiieiieiieeeeee e e 6.07% 5.72%
Rate of compensation inCrease ...........ceceeeveevereerieenennn. 4.57% 4.27%

The following are the weighted-average assumptions used to determine net periodic benefit cost:

December 31,

2007 2006 2005
DISCOUNL TALE ...ttt 5.90% 5.69% 5.63%
Expected long-term rate of return on plan assets .. 8.40% 8.49% 8.70%
Rate of compensation iNCrease. .........veveeeereerieereeeienieneeeeene 4.59% 4.54% 4.52%

We have determined the asset allocation of the plans that is best able to produce maximum long-term gains without
taking on undue risk. After modeling many different asset allocation scenarios, we have determined that an asset allocation
mix of approximately 60 percent equity securities, 30 percent debt securities and 10 percent other investments is most
appropriate. Other investments are generally a diversified mix of funds that specialize in various equity and debt strategies
that are expected to provide positive returns each year relative to U.S. Treasury Bills. These strategies may include, among
others, arbitrage, short-selling, and merger and acquisition investment opportunities. We review asset allocations and results
quarterly to ensure that managers are meeting specified objectives and policies as written and agreed to by us and each
manager. These objectives and policies are reviewed each year.

The plan’s investment managers have discretion in the securities in which they may invest within their asset
category. Given this discretion, the managers may, from time-to-time, invest in our stock or debt. This could include taking
either long or short positions in such securities. As these managers are required to maintain well diversified portfolios, the
actual investment in our ordinary shares or debt would be immaterial relative to asset categories and the overall plan.
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Our pension plan weighted-average asset allocations for funded Transocean Plans by asset category are as follows:

December 31,

2007 2006
Equity SECUIILIES ...veovvieiiiieiieiecee e 64.9% 60.3%
Dbt SECUTTLIES ..cuvviiviieiii ettt 28.4% 29.2%
OthET ... 6.7% 10.5%
TOtAL .o 100.0% 100.0%

We contributed $22 million to our defined benefit pension plans in 2007, which were funded from our cash flows
from operations. During 2007, contributions of $14 million were made to the funded U.S. Plans, $6 million to the funded
Norway Plans and $1 million each to the Other Non-U.S. Plans and the Assumed U.K. Pension Plans.

We expect to contribute a total of $26 million to the Transocean Plans in 2008. These contributions are comprised
of an estimated $10 million to meet the minimum funding requirements for the funded U.S. Plans, $2 million to fund
expected benefit payments for the unfunded U.S. Plans and the Other Non-U.S. Plans and an estimated $7 million each for
the funded Norway Plans and the Assumed U.K. Pension Plan.

The following pension benefits payments are expected to be paid by the Transocean Plans (in millions):

Years ending December 31,

2008 .. $ 64
20009 <. 38
2000 e 39
2011 e 42
20012 1o 44
2013-2017 ceoiiiiiiiiii 285

Postretirement Benefits Other Than Pensions—We have several unfunded contributory and noncontributory OPEB
plans covering substantially all of our U.S. employees. Funding of benefit payments for plan participants will be made as
costs are incurred. The postretirement health care plans include a limit on our share of costs for recent and future retirees.
For all plans, we have historically and continue to use a January 1 measurement date for net periodic benefit cost and a
December 31 measurement date for benefit obligations.

In connection with the Merger, we assumed a contributory OPEB plan covering substantially all legacy
GlobalSantaFe U.S. employees (the “Assumed OPEB Plan”).

Net periodic benefit cost for these post retirement plans and their components, including service cost, interest cost,
amortization of prior service cost and recognized net actuarial losses were less than $2 million for each of the years ended
December 31, 2007 and 2006, and less than $3 million for the year ended December 31, 2005.
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The change in benefit obligation, change in plan assets, funded status and amounts recognized in the consolidated
balance sheets are shown in the table below (in millions):

December 31,

2007 2006

Change in benefit obligation
Benefit obligation at beginning of Year............ccocvevvevivveiivieieicieeeeeeeeee $ 36 $ 41
Assumed OPEB Plan’s projected benefit obligations at Merger date .............. 21 —
SEIVICE COSE ..ttt ettt ettt sttt ettt et nae e 1 1
INEEIEST COSL ...ttt 2 2
ACUATIAL AINS ..ottt enes 3) (6)
Participants’ CONtrIDULIONS .......ocvieuiriiiieiiee e 1 1
Benefits Paid .....c.eeeueeiiieieee e (3) (3)

Benefit obligation at end Of Year .........cccccceviriiiiiiieeeee e $ 55 $ 36
Change in plan assets
Fair value of plan assets at beginning of year ..........cccceeeererieieieiieneee e, $ — $ —
Employer CONtriDULIONS .......couiiuiiiieiieieieie sttt 2 2
Participants’ CONIIDULIONS ......ccuvervieriieiiiieiieeieeie ettt saee s 1 1
Benefits Paid ......coovieiiieiieiieieeeee e 3) 3)

Fair value of plan assets at end of Year..........cccoevvevieviiiciiiierieieeeeeeeeeene $ — $ —
FUunded SEACUS ..........ocooeiviiieiieiieeeeeeeeeeeeeeeee et $ (55) $ (36)
Amounts recognized in the consolidated balance sheets consist of:
Accrued postretirement benefit liability, current .............cccoeveeeeieieeeneernnes $ 3 $ 1
Accrued postretirement benefit liability, non-current ............cccoeeeeviereenennenne. 52 35
Accumulated other comprehensive iNCOME ...........occeeverieiienienieeeieeeen 2) —

There were no amounts recognized in other comprehensive income as components of net periodic benefit cost in the
years ended December 31, 2007, 2006 and 2005.

The following table shows the amounts in accumulated other comprehensive income that have not been recognized
as components of net periodic benefit costs (in millions):

December 31, December 31,

2007(a) 2006(a)

Net prior SErvice Credit......cuiuirieiiriieriiriieieieieeetee et $ (15) $ (17)
INEELOSS ittt 13 17
Net transition ObIIZAtION. .......ccueeuiiieiieiiee et — —
Total unrecognized accumulated other comprehensive income .................. $ 2) $ —

(a) Amounts are before income tax effect.

The amounts in accumulated other comprehensive income to be recognized as components of net periodic benefit
cost, including net loss and net prior service credit, are expected to be less than $2 million during the year ending
December 31, 2008.

Our OPEB obligations and the related benefit costs are accounted for in accordance with SFAS No. 106, Employers’
Accounting for Postretirement Benefits Other than Pensions. Postretirement costs and obligations are actuarially determined
and are affected by assumptions including expected discount rates, employee turnover rates and health care cost trend rates.
We evaluate our assumptions periodically and make adjustments to these assumptions and the recorded liabilities as
necessary.

Two of the most critical assumptions for postretirement benefit plans are the assumed discount rate and the expected
health care cost trend rates. We utilize a yield curve approach based on Aa corporate bonds and the expected timing of future
benefit payments as a basis for determining the discount rate. The accumulated postretirement benefit obligation and service
cost were developed using a health care trend rate of 9.73 percent for 2007 reducing on an average of approximately
0.68 percent per year to an ultimate trend rate of 5 percent per year for 2014 and later. The initial trend rate was selected with
reference to recent Transocean experience and broader national statistics. The ultimate trend rate is a long-term assumption
and was selected to reflect the anticipation that the portion of gross domestic product devoted to health care becomes
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constant. Changes in these and other assumptions used in the actuarial computations could impact our projected benefit
obligations, pension liabilities and pension expense.

Weighted-average discount rates used to determine benefit obligations were 5.96 percent and 5.64 percent for the
years ended December 31, 2007 and 2006, respectively.

Weighted-average assumptions used to determine net periodic benefit cost were 5.80 percent, 5.37 percent and
5.50 percent for the years ended December 31, 2007, 2006 and 2005, respectively.

Assumed health care cost trend rates were as follows:

December 31,

2007 2006
Health care cost trend rate assumed for next year........c..coceeeveeceerennene 9.73% 10.25%
Rate to which the cost trend rate is assumed to decline
(the ultimate trend rate) ........coeeveeeierereie e 5% 5%
Year that the rate reaches the ultimate trend rate.........cccooeovevvveeieneeennns 2014 2014

The assumed health care cost trend rate could have a significant impact on the amounts reported for postretirement
benefits other than pensions. A one-percentage point change in the assumed health care trend rate would result in a change of
$3 million in postretirement benefit obligations as of December 31, 2007 and less than $1 million in total service and interest
cost components in 2007.

The following postretirement benefits payments are expected to be paid (in millions):

Years ending December 31,

[\
=
L
=
— NN NN

Defined Contribution Plans—We provide a defined contribution pension and savings plan covering senior non-U.S.
field employees working outside the United States. Contributions and costs are determined to be 4.5 percent to 6.5 percent of
each covered employee’s salary, based on years of service. In addition, we sponsor a U.S. defined contribution savings plan
that covers certain employees and limits our contributions to no more than 4.5 percent of each covered employee’s salary,
based on the employee’s contribution. We also sponsor various other defined contribution plans worldwide. We recorded
approximately $33 million, $26 million and $21 million of expense related to our defined contribution plans for the years
ended December 31, 2007, 2006 and 2005, respectively.

In connection with the Merger, we assumed two defined contribution plans for employees in the U.S. (the “Assumed
U.S. Defined Contribution Plans”) and two defined contributions plans in the United Kingdom (the “Assumed U.K. Defined
Contribution Plans,” and together with the Assumed U.S. Defined Contribution Plans, the “Assumed Defined Contribution
Plans”), covering substantially all U.S. and non-U.S. legacy GlobalSantaFe employees.

Deferred Compensation Plan—We provided a deferred compensation plan (the “Deferred Plan”), which was
amended and effectively frozen as of December 31, 2004. The Deferred Plan’s primary purpose was to provide tax-
advantageous asset accumulation for a select group of management, highly compensated employees and non-employee
members of the board of directors.

Eligible employees who enrolled in the Deferred Plan could elect to defer up to a maximum of 90 percent of base
salary, 100 percent of any future performance awards, 100 percent of any special payments and 100 percent of directors
meeting fees and annual retainers; however, the administrative committee (seven individuals appointed by the finance and
benefits committee of the board of directors) could, at its discretion, establish minimum amounts that must be deferred by
anyone electing to participate in the Deferred Plan. In addition, the executive compensation committee of the board of
directors could authorize employer contributions to participants and our chief executive officer, with executive compensation
committee approval, was authorized to cause us to enter into “deferred compensation award agreements” with such
participants. There were no employer contributions to the Deferred Plan during the years ended December 31, 2007, 2006 or
2005. In addition, we had a liability of $8 million, $6 million and $5 million for the years ended December 31, 2007, 2006
and 2005, respectively.

In connection with the Merger, we assumed a deferred compensation plan for employees of GlobalSantaFe (the
“Assumed Deferred Plan”). Eligible employees who enrolled in this plan could defer any or all of the amount of their annual
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salary in excess of the annual IRS maximum recognizable compensation limit and up to 100% of their awards under the
GlobalSantaFe annual incentive plan. Effective January 1, 2008, the Assumed Deferred Plan was amended to freeze the
Assumed Deferred Plan as of that date. We had a liability of $9 million as of December 31, 2007 in relation to this plan.

Severance Plans—On November 27, 2007, we established a special transition severance plan for certain employees
on the U.S. payroll involuntarily terminated during the period from November 27, 2007 through November 27, 2009 (the
“Severance Plan”). The Severance Plan covers persons who (1) were shore-based employees of Transocean and
GlobalSantaFe immediately prior to the date of the completion of the Transactions, (2) remain continuously employed by
Transocean until the date of their termination, (3) do not have an individual employment or severance agreement with
Transocean or GlobalSantaFe, (4) are not eligible to participate in the Transocean Executive Change of Control Severance
Benefit policy, (5) are terminated involuntarily and not for cause during the two-year period ending November 27, 2009, and
(6) timely execute a required form of waiver and release.

The amount of the severance benefit equals (1) one month of base pay for every $20,000 of the employee’s annual
base salary, plus (2) for employees with 10 or fewer years of service, one week of base pay for every year of service; for
employees with 10 or more years through 20 years of service, 10 weeks of base pay plus two weeks of base pay for every
year of service in excess of 10 years; and for employees with more than 20 years of service, 30 weeks of base pay plus three
weeks of base pay for every year of service in excess of 20 years, plus (3) two weeks of base pay. For this purpose, base
salary in excess of a $20,000 increment and partial years of service will be pro rated. Notwithstanding the foregoing, in no
event will the severance benefit be less than 26 weeks or more than 104 weeks of the employee’s weekly base pay.
Additionally, any affected employee who is either a U.S. citizen or working in the U.S. and over the age of 39 years on his
Termination Date is eligible for an additional $2,000 lump sum, when applicable. This payment shall not be included in
determination of the minimum and maximum weeks of the severance benefits.

In addition to the severance benefit, affected employees are eligible to elect coverage under specified medical,
retiree medical, dental and employee assistance plans until the earlier of the date the employee becomes eligible for other
employer coverage and the expiration of the number of weeks that corresponds to the number of weeks used to calculate the
severance benefit. Certain affected employees are also granted age, earnings and service credit for retirement purposes.
Also, any employee who qualifies for the benefit will be treated as having been terminated for convenience of Transocean
pursuant to the terms of any benefit plan, award or agreement in effect on November 27, 2007, to the extent applicable.

In connection with the Merger, we established a liability of $29 million for the estimated severance-related costs
associated with the involuntary termination of 218 employees pursuant to management's plan to consolidate operations and
administrative functions post-Merger. Through December 31, 2007, approximately $2 million in severance-related costs
have been paid to 11 employees whose positions were eliminated as a result of the consolidation of operations and
administrative functions post-merger. We anticipate that substantially all of the remaining amounts will be paid by the end of
the first quarter of 2009.

Note 19—Segments, Geographical Analysis and Major Customers

Prior to the Merger, we operated in one business segment. As a result of the Merger, we have established two
reportable segments: (1) Contract Drilling and (2) Other. We have combined drilling management services and oil and gas
properties into the Other segment. The drilling management services and oil and gas properties do not meet the quantitative
thresholds for determining reportable segments and are combined for reporting purposes in the Other segment. Accounting
policies of the segments are the same as those described in the Summary of Significant Accounting Policies (see Note 2—
Summary of Significant Accounting Policies).

Our Contract Drilling segment fleet operates in a 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 and long-lived assets by country were as follows (in millions):

Years ended December 31,

2007 2006 2005

Operating revenues
UNIEEA STALES. ..ottt e e eeas $ 1,259 $ 806 $ 648
United Kingdom ........coooveriirieiieiieieceeceeseee e 848 439 335
INAIA. e 761 291 296
LA 4 PSS 587 447 218
Other COUNLIIES (@) ....ccvverveerrreieiieiierierieere e eeeeeeeseeesreennees 2,922 1,899 1,395

Total Operating reVENUES. .........cevveeeeveeereereeiereseereereeseneens $ 6377 $ 3,882 $ 2,892
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As of December 31,
2007 2006
Long-lived assets
UNIEEA STALES. ..ttt $ 5,856 $ 2,504
United Kingdom ........ccevieiieiienieiieieeeeeeee e 2,301 457
LA 4 USSR 1,902 856
Other COUNLIIES (@) ..vveervreeiieeiieriierieeriieerie e ereeeiee e 10,871 3,509
Total long-1ived aSSEtS .....cocveveviereieririeeiereieeereeee e $ 20,930 $ 7,326

(a) Other countries represents countries in which we operate that individually had operating revenues or long-lived assets
representing less than 10 percent of total operating revenues earned or total long-lived assets.

A substantial portion of our assets are mobile. Asset locations at the end of the period are not necessarily indicative
of the geographic distribution of the revenues generated by such assets during the periods. Although we are organized under
the laws of the Cayman Islands, none of our rigs operate in the Cayman Islands. As a result, we have no operating revenues
or long-lived assets in the Cayman Islands.

Our international operations are subject to certain political and other uncertainties, including risks 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 year ended December 31, 2007, Chevron, Shell and BP accounted for approximately 12 percent, 11 percent
and 10 percent, respectively, of our operating revenues. For the year ended December 31, 2006, Chevron, BP and Shell
accounted for approximately 14 percent, 11 percent and 11 percent, respectively, of our operating revenues. For the year
ended December 31, 2005, Chevron and BP each accounted for approximately 12 percent of our operating revenues. The
loss of these or other significant customers could have a material adverse effect on our results of operations.

Note 20—Related Party Transactions

ODL—In connection with the management and operation of the Joides Resolution on behalf of ODL, we earned
$1 million, $2 million and $1 million for the years ended December 31, 2007, 2006 and 2005, respectively. Such amounts
are included in other revenues in our consolidated statements of operations. At December 31, 2007 and 2006, we had
receivables due from ODL of $5 million and $1 million, respectively, which were recorded as accounts receivable — other in
our consolidated balance sheets. Siem Offshore Inc. owns the other 50 percent interest in ODL. Our director, Kristian Siem,
is the chairman of Siem Offshore Inc. and is also a director and officer of ODL. Mr. Siem is also chairman and chief
executive officer of Siem Industries, Inc., which owns an approximate 45 percent interest in Siem Offshore Inc.

In November 2005, we entered into a loan agreement with ODL pursuant to which we may borrow up to $8 million.
ODL may demand repayment at any time upon five business days prior written notice given to us and any amount due to us
from ODL may be offset against the loan amount at the time of repayment. As of December 31, 2007 and 2006, $3 million
was outstanding under this loan agreement for each year and was reflected as long-term debt in our consolidated balance
sheet (see Note 7—Debt). No dividend was declared in 2007. ODL declared a dividend in the amount of $4 million in 2006.
In addition, ODL paid us cash dividends of $3 million in 2005.

TODCO—We entered into a transition services agreement under which we provided specified administrative
support to TODCO during the transitional period following the closing of the TODCO IPO. TODCO provides specified
administrative support on our behalf for rig operations in Trinidad and Venezuela. Amounts earned under the transition
services agreement were reflected in other revenues and amounts incurred for administrative support were reflected in
operating and maintenance expense in our consolidated statement of operations. While any amounts recorded between us
and TODCO subsequent to the deconsolidation of TODCO in mid-December 2004 were not material, we incurred $1 million
of costs related to service fees that TODCO billed to us in 2005. At December 31, 2007 and 2006, we had payables related to
the agreements for the separation of TODCO of $1 million for each year, which was included in accounts payable in our
consolidated balance sheet. At December 31, 2007 and 2006, we had a long-term payable related to our indemnification of
certain TODCO non-U.S. income tax liabilities of $11 million for each year, which was included in other long-term liabilities
in our consolidated balance sheet.

Note 21—Earnings Per Share

In connection with the Merger, we assumed all of GlobalSantaFe’s outstanding employee stock options and stock
appreciation rights. We accounted for the Reclassification as a reverse stock split and a dividend, which require restatement
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of historical weighted average shares outstanding, historical earnings per share and other share-based calculations for prior
periods.

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,

2007 2006 2005

Numerator for earnings per share:
Net income for basic earnings per Share ............coceceeveveirreeerernennnn. § 3,131 $ 1,385 $ 716
Add back interest expense on the 1.5% Convertible Debentures...... 6 6 6
Net income for diluted earnings per share .............cccccoeveveveevrienennnnas $ 3,137 $ 1,391 $ 722
Denominator for earnings per share:
Weighted-average shares outstanding for basic earnings per share .. 214 219 229
Effect of dilutive securities:

Employee stock options and unvested stock grants ...................... 3 4 4

Warrants to purchase ordinary shares ..........c.ccccceoereienencnenenne. 2 2 2

1.5% Convertible Debentures..........c.ccoeeereeienienenenenesceeeeenen 3 3 3
Adjusted weighted-average shares and assumed

conversions for diluted earnings per share.............ccceeeveeviennnens 222 228 238

Earnings per share

BaSIC ..t § 14.65 $ 6.32 $ 3.13

DIIULEd ..o § 1414 $ 6.10 $ 3.03

Ordinary shares subject to issuance pursuant to the conversion features of the Zero Coupon Convertible Debentures
and the Convertible Notes (see Note 7—Debt) are included in the calculation of adjusted weighted-average shares for the
year ended December 31, 2007 and the Zero Coupon Convertible Debentures are included in the calculation of adjusted
weighted-average shares for the year ended December 31, 2006; however, they did not have a material effect on the
calculation for each year. The Zero Coupon Convertible Debentures are not included in the calculation of adjusted
weighted-average shares and assumed conversions for diluted earnings per share for the year ended December 31, 2005
because the effect of including those shares is anti-dilutive.

Note 22—Stock Warrants

In connection with the R&B Falcon merger, we assumed the then outstanding R&B Falcon stock warrants. Each
warrant enabled the holder to purchase 17.5 ordinary shares at an exercise price of $19.00 per share. The warrants expire on
May 1, 2009. On July 25, 2007, we issued 861,700 ordinary shares and we received $16 million in cash related to the
exercise of 49,240 warrants. In November 2007, we issued 1,255,625 ordinary shares and we received $24 million in cash
related to the exercise of 71,750 warrants. At December 31, 2007, there were 82,910 warrants outstanding to purchase
1,015,067 ordinary shares.

The warrant agreement provided that, as a result of the Reclassification, each warrant became exercisable for
12.243 ordinary shares at an adjusted exercise price equal to $21.74 per share pursuant to formulas specified in the warrant
agreement. We believe that the adjustment of the number of ordinary shares for which the warrants were exercisable and the
exercise price pursuant to the warrant agreement would not allow holders to receive the full economic benefit of the
Reclassification. In order to place the warrantholders in a position more comparable to that of ordinary shareholders, we
modified the warrant agreement to allow warrantholders to receive, upon exercise following the Reclassification, 0.6996 of
our ordinary shares and $33.03 for each ordinary share for which the warrants were previously exercisable, at an exercise
price of $19.00 per ordinary share for which the warrants were exercisable prior to the Reclassification. As a result, a holder
of a warrant may elect to receive 12.243 ordinary shares and $578.025 in cash at an exercise price of $332.50 upon exercise.
This modification represents the same consideration that a warrantholder would have owned immediately after the
Reclassification if the warrantholder had exercised its warrant immediately before the Reclassification.

The cash payment feature provided for in the modification resulted in a reclassification from permanent equity. As
of December 31, 2007, $48 million was recorded in other current liabilities in our consolidated balance sheet.
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Note 23—Quarterly Results (Unaudited)

Shown below are selected unaudited quarterly data. Amounts are rounded for consistency in presentation with no
effect to the results of operations previously reported on Form 10-Q or Form 10-K.

Three months ended
March 31, June 30, September 30, December 31,
(in millions, except per share data)

2007
Operating TEVENUES .........c.cevevevrerererreerererennns $ 1,328 $ 1434 $ 1,538 $ 2077
Operating inCome () ......cccvevveenveerueeueneeneennenn 657 676 753 1,153
Net income (2)(h) ..ccveevereereerireieeieseesieeveenne 553 549 973 1,056
Earnings per share (c)
BaSiC . $ 2.72 $ 2.73 $ 4.80 $ 4.27
Diluted.....ccoviiininiiieice $ 2.62 $ 2.63 $ 4.63 $ 4.17
Weighted average shares outstanding (c)
BaSIC vt 203 202 203 247
Diluted ..c.ooveeeeieeeeeee e 212 210 210 254
2006
Operating TEVENUES .........c.cveveveerererereneeererennas $ 817 $ 854 $ 1,025 $ 1,186
Operating income (d) ......occeeveerveeienienieneenn. 284 289 390 678
Net i1come (d) .ooveeeveerveeieiieeieieeieeeeeeeeeeenn 206 249 309 621

BASIC ..voviviieieiieieeetee e $ 0.90 $ 1.10 $ 1.42 $ 3.04

Diluted.....ccovivininiiiiie $ 0.87 $ 1.07 $ 1.37 $ 2.92
Weighted average shares outstanding (c)

BaSiC . 228 226 218 204

Diluted ..o 238 235 227 213

(a) First quarter included gain from disposal of assets of $23 million. Third quarter included gain from disposal of assets of
$8 million. Fourth quarter included gain from disposal of assets of $233 million. See Note 6—Asset Dispositions.

(b) Third quarter included other income of $276 million recognized in connection with the TODCO tax sharing agreement
and a tax benefit of $52 million from various discrete tax items. Fourth quarter included loss on retirement of debt of
$8 million.

(¢c) All earnings per share amounts and weighted average shares outstanding have been restated for the effect of the
Reclassification. The restatement adjusts shares outstanding in a manner similar to a reverse stock split in the ratio of
0.6996 for each share outstanding.

(d) First quarter included gain from disposal of assets of $65 million. Second quarter included gain from disposal of assets
of $111 million. Third quarter included gain from disposal of assets of $45 million. Fourth quarter included gain from
disposal of assets of $191 million. See Note 6—Asset Dispositions.

Note 24—Subsequent Events (Unaudited)

Commercial Paper Program—As of February 27, 2008, we have issued $813 million in commercial paper in 2008.
The proceeds from the issuance of commercial paper were used to repay borrowings outstanding under the 364-Day
Revolving Credit Facility.

Debt Repayments—As of February 27, 2008, we have repaid $580 million of borrowings under the Bridge Loan
Facility in 2008 using internally generated cash flows.

Assets Held for Sale—On February 15, 2008, we entered into a definitive agreement with Hercules Offshore, Inc. to
sell three of our Standard Jackups (GSF Adriatic IlI, GSF High Island I and GSF High Island VIII) for approximately
$320 million. At February 27, 2008, GSF Adriatic Ill, GSF High Island I and GSF High Island VIII were classified as assets
held for sale in the amounts of $146 million, $92 million and $92 million, respectively.

In addition, we are actively pursuing the sale of two Midwater Floaters, GSF Arctic Il and GSF Arctic IV, which
continue to operate under contract, in connection with our previously announced proposed undertakings to the Office of Fair
Trading in the U.K. At February 27, 2008, GSF Arctic Il and GSF Arctic IV were classified as held for sale in the amounts of
$280 million and $285 million, respectively.
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ITEM 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

We have not had a 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.
ITEM 9A. Controls and Procedures

In accordance with Exchange Act Rules 13a-15 and 15d-15, we 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 disclosure controls and procedures as of the end of the period covered by this report. Based on that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures
were effective as of December 31, 2007 to provide reasonable assurance that information required to be disclosed in our
reports filed or submitted under the Exchange Act (i) accumulated and communicated to our management, including our
Chief Executive Officer and our Chief Financial Officer, to allow timely decisions regarding required disclosure and
(ii) recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission’s rules and forms.

There were no changes in these internal controls during the quarter ended December 31, 2007 that have materially
affected, or are reasonably likely to materially affect, our internal controls over financial reporting.

See “Management’s Report on Internal Control Over Financial Reporting” and “Report of Independent Registered
Public Accounting Firm on Internal Control over Financial Reporting” included in Item 8 of this Annual Report.

ITEM 9B. Other Information
None
PART III
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 2008 annual general meeting of shareholders, which will be filed with the Securities and Exchange
Commission pursuant to Regulation 14A under the Securities Exchange Act of 1934 within 120 days of December 31, 2007.
Certain information with respect to our executive officers is set forth in Item 4 of this annual report under the caption
“Executive Officers of the Registrant.”
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PART IV

ITEM 15. Exhibits and Financial Statement Schedules

(a) Index to Financial Statements, Financial Statement Schedules and Exhibits

(1) Financial Statements

Page
Included in Part II of this report:

Management’s Report on Internal Control Over Financial Reporting ...................... 61
Report of Independent Registered Public Accounting Firm on

Internal Control over Financial RepOrting ............ccecveeveveieiienieneeieeieeeesreenneans 62
Report of Independent Registered Public Accounting Firm..........cocceceeviieiiniinincnns 63
Consolidated Statements Of OPerations............ccoecueeeeeeerieniesieerieeie e eeesee e 64
Consolidated Statements of Comprehensive Income ..........ccoeveeeeeeienieniecieeieeenee. 65
Consolidated Balance SHhEets..........ooouiiieiierieieie e 66
Consolidated Statements of EQUItY.......ccoeoiriirieiieiieeee e 67
Consolidated Statements of Cash FIOWS.........ccccoeiiiiiiiiiiiiieeeee e 68
Notes to Consolidated Financial Statements ............ccccccereeieieiienenese e 69

Financial statements of unconsolidated subsidiaries are not presented herein because such subsidiaries do not meet
the significance test.

(2) Financial Statement Schedules
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Transocean Inc. and Subsidiaries
Schedule II - Valuation and Qualifying Accounts
(In millions)

Additions
Charged Charged
Balance at to Costs to Other Balance at
Beginning and Accounts Deductions End of
of Period Expenses Describe Describe Period

Year ended December 31, 2005
Reserves and allowances deducted from asset
accounts:
Allowance for doubtful accounts
receivable ..o, $17 $15 $— $17  (a)(b) $15

Allowance for obsolete materials and
SUPPIIES oot 20 1 - 2 (b)(c) 19

Valuation allowance on deferred tax
ASSELS 1eiiurieiirieiieeiee ettt 115 - - 67 (d) 48

Year ended December 31, 2006
Reserves and allowances deducted from asset
accounts:
Allowance for doubtful accounts
receivable .....ccoocivieiieiiieee e 15 32 - 21 (a) 26

Allowance for obsolete materials and
SUPPLIES oo 19 3 - 3 (e) 19

Valuation allowance on deferred tax
ASSCLS e 48 11 - - 59

Year ended December 31, 2007
Reserves and allowances deducted from asset
accounts:
Allowance for doubtful accounts
receivable .....ccoccivveiieiiiee e 26 57 - 33 (a) 50

Allowance for obsolete materials and
SUPPLIES .o 19 4 - 1 ® 22

Valuation allowance on deferred tax
ASSELS 1.ttt $59 $- $28 (g) $58 (h) $29

(a) Uncollectible accounts receivable written off, net of recoveries.

(b) Amount includes $1 related to adjustments to the provision.

(c) Obsolete materials and supplies written off, net of scrap.

(d) Amount represents the utilization of the underlying deferred tax assets to offset current year income.

(e) Amount represents $3 related to sale of rigs/inventory.

(f) Amount represents $1 related to sale of rigs/inventory.

(g) Amount represents the valuation allowances established in connection with the tax assets acquired and the liabilities assumed
during the Merger.

(h) Amount represents a change in estimate related to the expected utilization of our U.S. foreign tax credits.

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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(3) Exhibits

The following exhibits are filed in connection with this Report:

Number Description

2.1

2.2

23

24

2.5

3.1

3.2

33

4.1

4.2

43

4.4

4.5

4.6

Agreement and Plan of Merger dated as of August 19, 2000 by and among Transocean Inc., Transocean
Holdings Inc., TSF Delaware Inc. and R&B Falcon Corporation (incorporated by reference to Annex A to the Joint
Proxy Statement/Prospectus dated October 30, 2000 included in a 424(b)(3) prospectus filed by the Company on
November 1, 2000)

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 A to the Joint
Proxy Statement/Prospectus dated October 27, included in a 424(b)(3) prospectus filed by the Company on
November 1, 2000)

Distribution Agreement dated as of July 12, 1999 between Schlumberger Limited and Sedco Forex Holdings
Limited (incorporated by reference to Annex B to the Joint Proxy Statement/Prospectus dated October 27, included
in a 424(b)(3) prospectus filed by the Company on November 1, 2000)

Agreement and Plan of Merger and Conversion dated as of March 12, 1999 between Transocean Offshore Inc. and
Transocean Offshore (Texas) Inc. (incorporated by reference to Exhibit 2.1 to the Registration Statement on
Form S-4 of Transocean Offshore (Texas) Inc. filed on April 8, 1999 (Registration No. 333-75899))

Agreement and Plan of Merger, dated as of July 21, 2007, among Transocean Inc., GlobalSantaFe Corporation and
Transocean Worldwide Inc. (incorporated by reference to Exhibit2.1 to the Company’s Current Report on
Form 8-K filed on July 23, 2007)

Certificate of Incorporation on Change of Name to Transocean Inc. (incorporated by reference to Exhibit 3.3 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2002)

Transocean Amended and Restated Memorandum of Association (incorporated by reference to Annex E to the
Joint Proxy Statement of Transocean and GlobalSantaFe filed on October 3, 2007)

Transocean Amended and Restated Articles of Association (incorporated by reference to Annex F to the Joint
Proxy Statement of Transocean and GlobalSantaFe filed on October 3, 2007)

Indenture dated as of April 15, 1997 between the Company and Texas Commerce Bank National Association, as
trustee (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K dated April 29,
1997)

First Supplemental Indenture dated as of April 15, 1997 between the Company 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 the Company’s Current Report on Form 8-K dated April 29, 1997)

Second Supplemental Indenture dated as of May 14, 1999 between the Company and Chase Bank of Texas,
National Association, as trustee (incorporated by reference to Exhibit4.5 to the Company’s Post-Effective
Amendment No. 1 to Registration Statement on Form S-3 (Registration No. 333-59001-99))

Third Supplemental Indenture dated as of May 24, 2000 between the Company and Chase Bank of Texas, National
Association, as trustee (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form §-K
filed on May 24, 2000)

Fourth Supplemental Indenture dated as of May 11, 2001 between the Company and The Chase Manhattan Bank
(incorporated by reference to Exhibit 4.3 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2001)

Form of 7.45% Notes due April 15, 2027 (incorporated by reference to Exhibit 4.3 to the Company’s Current
Report on Form 8-K dated April 29, 1997)
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4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

Form of 8.00% Debentures due April 15, 2027 (incorporated by reference to Exhibit 4.4 to the Company’s Current
Report on Form 8-K dated April 19, 1997)

Form of Zero Coupon Convertible Debenture due May 24, 2020 between the Company and Chase Bank of Texas,
National Association, as trustee (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on May 24, 2000)

Form of 1.5% Convertible Debenture due May 15, 2021 (incorporated by reference to Exhibit4.2 to the
Company’s Current Report on Form 8-K dated May 8, 2001)

Form of 6.625% Note due April 15, 2011 (incorporated by reference to Exhibit 4.3 to the Company’s Current
Report on Form 8-K dated March 30, 2001)

Form of 7.5% Note due April 15, 2031 (incorporated by reference to Exhibit 4.3 to the Company’s Current Report
on Form 8-K dated March 30, 2001)

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 the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001)

Officers’ Certificate establishing the terms of the 7.375% Notes due 2018 (incorporated by reference to
Exhibit 4.14 to the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001)

Warrant Agreement, including form of Warrant, dated April 22, 1999 between R&B Falcon and American Stock
Transfer & Trust Company (incorporated by reference to Exhibit 4.1 to R&B Falcon’s Registration Statement
No. 333-81181 on Form S-3 dated June 21, 1999)

Supplement to Warrant Agreement dated January 31, 2001 among Transocean Sedco Forex Inc., R&B Falcon
Corporation and American Stock Transfer & Trust Company (incorporated by reference to Exhibit 4.28 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2000)

Supplement to Warrant Agreement dated September 14, 2005 between Transocean Inc. and The Bank of New York
(incorporated by reference to Exhibit4.3 to the Company’s Post-Effective Amendment No. 3 on Form S-3 to
Form S-4 filed on November 18, 2005)

Amendment to Warrant Agreement dated November 27, 2007 between Transocean Inc. and The Bank of New
York (incorporated by reference to Exhibit4.2 to the Company’s Current Report on Form 8-K filed on
December 3, 2007)

Registration Rights Agreement dated April 22, 1999 between R&B Falcon and American Stock Transfer & Trust
Company (incorporated by reference to Exhibit 4.2 to R&B Falcons Registration Statement No. 333-81181 on
Form S-3 dated June 21, 1999)

Supplement to Registration Rights Agreement dated January 31, 2001 between Transocean Sedco Forex Inc. and
R&B Falcon Corporation (incorporated by reference to Exhibit4.30 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 2000)

Revolving Credit Agreement, dated as of July 8, 2005, among Transocean Inc., the lenders from time to time party
thereto, Citibank, N.A., Bank of America, N.A., JPMorgan Chase Bank, N.A., The Royal Bank of Scotland plc and
SunTrust Bank (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form §-K filed on
July 13, 2005)

Amendment No.l to Revolving Credit Agreement, dated as of May 12, 2006, among Transocean Inc., the lenders
from time to time parties thereto, Citibank., N.A., Bank of America, N.A., JP Morgan Chase Bank, N.A., the Royal
Bank of Scotland plc and SunTrust Bank (incorporated by reference to Exhibit4.1 to the Company’s Current
Report on Form 8-K filed on May 12, 2006)

Amendment No. 2 to Revolving Credit Agreement, dated as of June 1, 2007, among Transocean Inc., the lenders
from time to time parties thereto, Citibank, N.A., Bank of America, N.A., JPMorgan Chase Bank, N.A., The Royal
Bank of Scotland plc and SunTrust Bank (incorporated by reference to Exhibit 4.1 to the Company’s Current
Report on Form 8-K filed on June 4, 2007)
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4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

431

4.32

4.33

434

Term Credit Agreement dated August 30, 2006 among Transocean Inc., the lenders party thereto and JPMorgan
Chase Bank, N.A. as Administrative Agent, Citibank, N.A. as Syndication Agent, and The Bank of Tokyo-
Mitsubishi UFJ, Ltd., Calyon New York Branch and The Royal Bank of Scotland plc (incorporated by reference to
Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on August 31, 2006)

Form of Officers’ Certificate of Transocean Inc. establishing the form and terms of the Floating Rate Notes due
2008 (incorporated by reference to Exhibit 4.2 to the Company’s Current Report on Form 8-K filed on September
1, 2006)

Credit Agreement dated as of September 28, 2007 among Transocean Inc., the lenders party thereto and Goldman
Sachs Credit Partners, L.P. as Administrative Agent, Lehman Commercial Paper Inc. as Syndication Agent,
Citibank, N.A., Calyon Corporate and Investment Bank and JPMorgan Chase Bank, N.A., as Co-Documentation
Agents, and Goldman Sachs Credit Partners, L.P. and Lehman Brothers Inc. as Joint Lead Arrangers and Joint
Bookrunners (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on
October 1, 2007)

Amendment No. 1, dated November 21, 2007, to Credit Agreement dated as of September 28, 2007 among
Transocean Inc., the lenders party thereto and Goldman Sachs Credit Partners, L.P. as Administrative Agent,
Lehman Commercial Paper Inc. as Syndication Agent, Citibank, N.A., Calyon Corporate and Investment Bank and
JPMorgan Chase Bank, N.A., as Co-Documentation Agents, and Goldman Sachs Credit Partners, L.P. and Lehman
Brothers Inc. as Joint Lead Arrangers and Joint Bookrunners (incorporated by reference to Exhibit4.11 to the
Company’s Current Report on Form 8-K filed on December 3, 2007)

Five-Year Revolving Credit Agreement dated November 27, 2007 among Transocean Inc., as borrower, the lenders
from time to time parties thereto, JPMorgan Chase Bank, N.A., as administrative agent for the lenders and as
issuing bank of letters of credit, Citibank, N.A., as syndication agent for the lenders and as an issuing bank of
letters of credit, Calyon Corporate and Investment Bank, 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 the Company’s Current Report on Form 8-K filed on December 3,
2007)

Indenture dated as of February 1, 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 Corporation’s Annual Report on Form 10-K for the year ended December 31, 2002)

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 1, 2003 between GlobalSantaFe
Corporation and Wilmington Trust Company (incorporated by reference to Exhibit 4.4 to the Company’s Current
Report on Form 8-K filed on December 3, 2007)

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) dated May 20, 1998)

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) dated May 20, 1998)

Indenture dated as of September 1, 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) filed 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-Q (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
Corporation’s Annual Report on Form 10-K for the year ended December 31, 2004)

Form of 5% Note due 2013 (incorporated by reference to Exhibit 4.10 to GlobalSantaFe Corporation’s Annual
Report on Form 10-K for the year ended December 31, 2002)

Terms of 5% Note due 2013 (incorporated by reference to Exhibit 4.11 to GlobalSantaFe Corporation’s Annual
Report on Form 10-K for the year ended December 31, 2002)
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4.35

436

4.37

4.38

10.1

*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

*10.8

*10.9

*10.10

*10.11

*10.12

*10.13

*10.14

364-Day Revolving Credit Agreement dated December 3, 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, N.A., 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 the Company’s Current Report on Form 8-K filed on December 5,
2007)

Senior Indenture, dated as of December 11, 2007, between the Company and Wells Fargo Bank, National
Association

First Supplemental Indenture, dated as of December 11, 2007, between the Company and Wells Fargo Bank,
National Association

Second Supplemental Indenture, dated as of December 11, 2007, between the Company and Wells Fargo Bank,
National Association

Tax Sharing Agreement between Sonat Inc. and Sonat Offshore Drilling Inc. dated June 3, 1993 (incorporated by
reference to Exhibit 10-(3) to the Company’s Form 10-Q for the quarter ended June 30, 1993)

Performance Award and Cash Bonus Plan of Sonat Offshore Drilling Inc. (incorporated by reference to
Exhibit 10-(5) to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1993)

Form of Sonat Offshore Drilling Inc. Executive Life Insurance Program Split Dollar Agreement and Collateral
Assignment Agreement (incorporated by reference to Exhibit 10-(9) to the Company’s Annual Report on
Form 10-K for the year ended December 31, 1993)

Amended and Restated Employee Stock Purchase Plan of Transocean Inc. (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 8-K dated May 16, 2005)

Amended and Restated Long-Term Incentive Plan of Transocean Inc. (incorporated by reference to Appendix B to
the Company’s Proxy Statement dated March 19, 2004)

Amendment to Amended and Restated Long-Term Incentive Plan of Transocean Inc. (incorporated by reference to
Exhibit 10.2 to the Company’s Current Report on Form 8-K filed on July 23, 2007)

Deferred Compensation Plan of Transocean Offshore Inc., as amended and restated effective January 1, 2000
(incorporated by reference to Exhibit 10.10 to the Company’s Annual Report on Form 10-K for the year ended
December 31, 1999)

Amendment to Transocean Inc. Deferred Compensation Plan (incorporate by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K filed on December 29, 2005)

Sedco Forex Employees Option Plan of Transocean Sedco Forex Inc. effective December 31, 1999 (incorporated
by reference to Exhibit 4.5 to the Company’s Registration Statement on Form S-8 (Registration No. 333-94569)
filed January 12, 2000)

1992 Long-Term Incentive Plan of Reading & Bates Corporation (incorporated by reference to Exhibit B to
Reading & Bates’ Proxy Statement dated April 27, 1992)

1995 Long-Term Incentive Plan of Reading & Bates Corporation (incorporated by reference to Exhibit 99.A to
Reading & Bates’ Proxy Statement dated March 29, 1995)

1995 Director Stock Option Plan of Reading & Bates Corporation (incorporated by reference to Exhibit 99.B to
Reading & Bates’ Proxy Statement dated March 29, 1995)

1997 Long-Term Incentive Plan of Reading & Bates Corporation (incorporated by reference to Exhibit 99.A to
Reading & Bates’ Proxy Statement dated March 18, 1997)

1998 Employee Long-Term Incentive Plan of R&B Falcon Corporation (incorporated by reference to Exhibit 99.A
to R&B Falcon’s Proxy Statement dated April 23, 1998)
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1998 Director Long-Term Incentive Plan of R&B Falcon Corporation (incorporated by reference to Exhibit 99.B to
R&B Falcon’s Proxy Statement dated April 23, 1998)

1999 Employee Long-Term Incentive Plan of R&B Falcon Corporation (incorporated by reference to Exhibit 99.A
to R&B Falcon’s Proxy Statement dated April 13, 1999)

1999 Director Long-Term Incentive Plan of R&B Falcon Corporation (incorporated by reference to Exhibit 99.B
to R&B Falcon’s Proxy Statement dated April 13, 1999)

Master Separation Agreement dated February 4, 2004 by and among Transocean Inc., Transocean Holdings Inc.
and TODCO (incorporated by reference to Exhibit 99.2 to the Company’s Current Report on Form 8-K dated
March 2, 2004)

Tax Sharing Agreement dated February 4, 2004 between Transocean Holdings Inc. and TODCO (incorporated by
reference to Exhibit 99.3 to the Company’s Current Report on Form 8-K dated March 2, 2004)

Amended and Restated Tax Sharing Agreement effective as of February 4, 2004 between Transocean Holdings Inc.
and TODCO (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on
November 30, 2006)

Executive Severance Benefit of Transocean Inc. effective February 9, 2005 (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on February 15, 2005)

Form of 2004 Performance-Based Nonqualified Share Option Award Letter (incorporated by reference to
Exhibit 10.2 to the Company’s Current Report on Form 8-K filed on February 15, 2005)

Form of 2004 Employee Contingent Restricted Ordinary Share Award (incorporated by reference to Exhibit 10.3 to
the Company’s Current Report on Form 8-K filed on February 15, 2005)

Form of 2004 Director Deferred Unit Award (incorporated by reference to Exhibit 10.4 to the Company’s Current
Report on Form 8-K filed on February 15, 2005)

Performance Award and Cash Bonus Plan of Transocean Inc. (incorporated by reference to Exhibit 10.5 to the
Company’s Current Report on Form 8-K filed on February 15, 2005)

Description of Base Salaries of Named Executive Officers

Executive Change of Control Severance Benefit (incorporated by reference to Exhibit 10.1 to the Company’s
Current Report on Form 8-K filed on July 19, 2005)

Commitment Letter, dated July 21, 2007, among Transocean Inc., GlobalSantaFe Corporation, Goldman Sachs
Credit Partners L.P., Lehman Brothers Commercial Bank, Lehman Commercial Paper Inc. and Lehman
Brothers Inc. (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on
July 23, 2007)

Terms of July 2007 Employee Restricted Stock Awards (incorporated by reference to Exhibit 10.2 to the
Company’s Form 10-Q for the quarter ended June 30, 2007)

Terms of July 2007 Employee Deferred Unit Awards (incorporated by reference to Exhibit 10.3 to the Company’s
Form 10-Q for the quarter ended June 30, 2007

Put Option and Registration Rights Agreement, dated as of October 18, 2007, among Pacific Drilling Limited,
Transocean Pacific Drilling Inc., Transocean Inc. and Transocean Offshore International Ventures Limited
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on October 24,
2007)

Form of Novation Agreement dated as of November 27, 2007 by and among GlobalSantaFe Corporation,

Transocean Offshore Deepwater Drilling Inc. and certain executives (incorporated by reference to Exhibit 10.1 to
the Company’s Current Report on Form 8-K filed on December 3, 2007)
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*10.33 Form of Severance Agreement with GlobalSantaFe Corporation Executive Officers (incorporated by reference to
Exhibit 10.1 to GlobalSantaFe Corporation’s Current Report on Form 8 K/A filed on July 26, 2005)

*10.34 Transocean Special Transition Severance Plan for Shore-Based Employees (incorporated by reference to
Exhibit 10.3 to the Company’s Current Report on Form 8-K filed on December 3, 2007)

*10.35 Global Marine Inc. 1989 Stock Option and Incentive Plan (incorporated by reference to Exhibit 10.6 of Global
Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for the year ended December 31, 1988);
First Amendment (incorporated by reference to Exhibit 10.6 of Global Marine Inc.’s Annual Report on Form 10-K
(Commission File No. 1-5471) for the year ended December 31, 1990); Second Amendment (incorporated by
reference to Exhibit 10.7 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1991); Third Amendment (incorporated by reference to Exhibit 10.19 of Global
Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for the year ended December 31, 1993);
Fourth Amendment (incorporated by reference to Exhibit 10.16 of Global Marine Inc.’s Annual Report on
Form 10-K (Commission File No. 1-5471) for the year ended December 31, 1994); Fifth Amendment (incorporated
by reference to Exhibit 10.1 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File
No. 1-5471) for the quarter ended June 30, 1996); Sixth Amendment (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
December 31, 1996)

*10.36 Global Marine 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
December 31, 1991); First Amendment (incorporated by reference to Exhibit 10.1 of Global Marine Inc.’s
Quarterly Report on Form 10-Q (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 December 31, 1996)

*10.37 1997 Long-Term Incentive Plan (incorporated by reference to GlobalSantaFe Corporation’s 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 Corporation’s Annual Report on Form 20-F for the calendar year ended December 31,
1998); Amendment to 1997 Long Term Incentive Plan dated December 1, 1999 (incorporated by reference to
GlobalSantaFe Corporation’s Annual Report on Form 20-F for the calendar year ended December 31, 1999)

*10.38 GlobalSantaFe Corporation 1998 Stock Option and Incentive Plan (incorporated by reference to Exhibit 10.1 of
Global Marine Inc.’s 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)

*10.39 GlobalSantaFe Corporation 2001 Non-Employee Director Stock Option and Incentive Plan (incorporated by
reference to GlobalSantaFe Corporation’s Registration Statement on Form S-8 (No. 333-73878) filed
November 21, 2001)

*10.40 GlobalSantaFe Corporation 2001 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.1 to
GlobalSantaFe Corporation’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001)

*10.41 GlobalSantaFe 2003 Long-Term Incentive Plan (as Amended and Restated Effective June 7, 2005) (incorporated
by reference to Exhibit 10.4 to GlobalSantaFe Corporation’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2005)

*10.42 GlobalSantaFe Pension Equalization Plan, as amended and restated, effective November 27, 2007 (incorporated by
reference to Exhibit 10.12 to the Company’s Current Report on Form 8-K filed on December 3, 2007)

*10.43 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 the Company’s Current Report on Form 8-K filed on
December 3, 2007)

10.44 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 the Company’s Current Report on Form 8-K filed
on December 21, 2007)
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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 the Company’s Current Report on Form 8-K
filed on December 21, 2007)

10.46 Commercial Paper Dealer Agreement between Transocean Inc. and J.P. Morgan Securities Inc., dated as of
December 20, 2007 (incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K filed
on December 21, 2007)

121  Subsidiaries of the Company

123.1 Consent of Ernst & Young LLP

124 Powers of Attorney

131.1 CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

131.2 CFO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

132.1 CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

132.2 CFO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*Compensatory plan or arrangement.
tFiled herewith.

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 a 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 a consolidated basis. We agree to furnish a copy of each such instrument to the SEC upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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 27,
2008.

TRANSOCEAN INC.
By_ /s/ Gregory L. Cauthen
Gregory L. Cauthen
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 27, 2008.

Signature Title
* Chairman of the Board of Directors

Robert E. Rose

/s/ Robert L. Long Chief Executive Officer
Robert L. Long (Principal Executive Officer)
/s/ Gregory L. Cauthen Senior Vice President and Chief Financial Officer
Gregory L. Cauthen (Principal Financial Officer)
/s/ John H. Briscoe Vice President and Controller
John H. Briscoe (Principal Accounting Officer)
* President, Chief Operating Officer and
Jon A. Marshall Director
* Director
W. Richard Anderson
* Director
Thomas W. Cason
* Director

Richard L. George

€ Director
Victor E. Grijalva
* Director

Martin B. McNamara

* Director
Edward R. Muller
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Signature

*

Kristian Siem

%

Robert M. Sprague

*

Ian C. Strachan

*

J. Michael Talbert

%

John L. Whitmire

By /s/ Chipman Earle

Chipman Earle
(Attorney-in-Fact)
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Exhibit 31.1

CEO CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert L. Long, certify that:

I.

2.

5.

I have reviewed this report on Form 10-K of Transocean Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a)

b)

c)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, 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; and

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent function):

b)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: February 27, 2008 /s/ Robert L. Long

Robert L. Long
Chief Executive Officer
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Exhibit 31.2

CFO CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Gregory L. Cauthen, certify that:

I.

2.

I have reviewed this report on Form 10-K of Transocean Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, 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; and

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: February 27, 2008 /s/ Gregory L. Cauthen

Gregory L. Cauthen
Senior Vice President and Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002 (SUBSECTIONS (a) AND (b)
OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of
Title 18, United States Code), I, Robert L. Long, Chief Executive Officer of Transocean Inc., a Cayman Islands company
(the “Company”), hereby certify, to my knowledge, that:

(1) the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 (the “Report”) fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/ Robert L. Long
Dated:  February 27, 2008 Name: Robert L. Long
Chief Executive Officer
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Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002 (SUBSECTIONS (a) AND (b)
OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of
Title 18, United States Code), I, Gregory L. Cauthen, Senior Vice President and Chief Financial Officer of Transocean Inc.,

a Cayman Islands company (the “Company”), hereby certify, to my knowledge, that:

(1) the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 (the “Report™) fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Dated:  February 27, 2008 /s/ Gregory L. Cauthen
Name: Gregory L. Cauthen

Senior Vice President and
Chief Financial Officer
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BOARD OF DIRECTORS

RoBERT E. ROSE
Chairman
Transocean Inc.

RoBEerT L. LOoNG
Chief Executive Offficer
Transocean Inc.

JoN A. MARSHALL
President and Chief Operating Officer
Transocean Inc.

W. RICHARD ANDERSON
Former President and Chief Executive Officer
Prime Natural Resources, Inc.

THOMAS W. CASON

Former Senior Vice President and Chief Financial Officer

Baker Hughes Incorporated

RicHARD L. GEORGE
President and Chief Executive Officer
Suncor Energy Inc.

Victor E. GRyjALVA
Retired Vice Chairman of the Board
Schlumberger Limited

MARTIN B. McNAMARA
Partner, Gibson, Dunn & Crutcher, LLP

EbpwaArRD R. MULLER
Chairman and Chief Executive Officer
Mirant Corporation

KRISTIAN SIEM
Chairman and Chief Executive Officer
Siem Industries, Inc.

ROBERT M. SPRAGUE
Retired Royal Dutch/Shell Executive

IaNn C. STRACHAN
Former Chairman
Instinet Group Incorporated

J. MicHAEL TALBERT
Former Chairman
Transocean Inc.

JonN L. WHITMIRE
Chairman of the Board of Directors
CONSOL Energy Inc. and CONSOL Inc.

EXECUTIVE OFFICERS

RoserT L. LoNG
Chief Executive Offficer

JoN A. MARSHALL
President and Chief Operating Offficer

STEVEN L. NEWMAN
Executive Vice President, Performance

ARNAUD A.Y. BOBILLIER
Executive Vice President, Assets

Eric B. BRowN
Senior Vice President, General Counsel
and Assistant Corporate Secretary

GREGORY L. CAUTHEN
Senior Vice President and Chief Financial Officer

DaAviD J. MULLEN
Senior Vice President, Marketing and Planning

SHERRY RICHARD
Senior Vice President, Human Resources and IT

Joun H. BRISCOE
Vice President and Controller

CORPORATE INFORMATION

Registered Address BNY Mellon Shareowner Services
Transocean Inc. P.O. Box 358015

70 Harbour Drive Pittsburgh, PA 15252-8015

George Town, Grand Cayman or 480 Washington Boulevard, Jersey City, NJ 07310-1900
Cayman Islands 1-877-397-7229

1-201-680-6578 (for callers outside the United States)
Houston Office
Transocean Inc. E-mail Address: shrrelations@bnymellon.com
4 Greenway Plaza
Houston, Texas 77046
1.713.232.7500

Direct Purchase Plan

The Bank of New York, the Transfer Agent for Transocean Inc., offers a Direct Purchase
and Sale Plan for the ordinary shares of Transocean Inc. called BuyDirect. For more infor-
mation on BuyDirect, including a complete enrollment package, please contact the Bank of
New York at 1.877.397.7229 or 1.212.815.3700 for callers outside the United States.

Independent Registered Public Accounting Firm
Ernst & Young LLP
Houston, Texas

Stock Exchange Listing

Transocean Inc. shares are listed on the New York Stock Exchange (NYSE) under the
symbol RIG. The following table sets forth the high and low sales prices of the company’s
ordinary shares for the periods indicated, as reported on the NYSE Composite Tape.'

Price (in U.S. dollars) HIGH LOW
2006

First Quarter 84.29 70.05
Second Quarter 90.16 70.75
Third Quarter 81.63 64.52
Fourth Quarter 84.23 65.57
2007

First Quarter 83.20 72.47
Second Quarter 109.20 80.50
Third Quarter 120.88 92.61
Fourth Quarter 149.62 107.37

"The stock prices presented reflect historical market prices and have not been restated to reflect the reclassification of our ordinary shares in
conjunction with the merger with GlobalSantaFe.

Performance Graph'

The graph below compares the cumulative total shareholder return of our ordinary shares,
the Standard & Poor’s (“S&P”) 500 Stock Index and the Simmons & Company Inter-
national Upstream Index over our last five fiscal years. The graph assumes that $100 was
invested in our ordinary shares and the two indices on December 31, 2002, and that all
dividends, together with the $33.03 per share paid in connection with the reclassification of
our ordinary shares in November 2007, were reinvested on the date of payment.

Indexed Cumulative Total Shareholder Return
DecemBER 31, 2002 - DECEMBER 31, 2007

$640
$540
$440
$340
$240
$140

$40
31-Dec-02 31-Dec-03 31-Dec-04 31-Dec-05 31-Dec-06 31-Dec-07

RIG
S&P 500
=== SIMMONS UPSTREAM

TRANSOCEAN $100.00 $103.49 $182.72 $300.39 $348.66 $579.64
S&P 500 $100.00 $126.38 $137.75 $141.88 $161.20 $166.89
SIMMONS UPSTREAM $100.00 $117.34 $173.31 $255.42 $339.59 $413.77

!"The above Performance Graph and related information shall not be deemed “soliciting material” or to be “filed” with the SEC, nor shall
such information be incorporated by reference into any future filing under the Securities Act of 1933 or Securities Exchange Act of 1934, each
as amended, except to the extent that we specifically incorporate it by reference into such filing.

Financial Information

Financial analysts and shareholders desiring information about Transocean Inc. should
write to the Investor Relations and Corporate Communications Department or call
713.232.7694. Information may also be obtained by visiting the company’s website at
http://www.deepwater.com.

NYSE Annual CEO Certification and Sarbanes-

Oxley Section 302 Certifications

We submitted the annual chief executive officer certification to the NYSE as required
under the corporate governance rules of the NYSE. We also filed as an exhibit to our 2007
Annual Report on Form 10-K the chief executive officer certifications required under
Section 302 of the Sarbanes-Oxley Act of 2002.

Internet Address: www.bnymellon.com/shareowner/isd
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