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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

D ATE OF REPORT (Date of earliest event reportedjanuary 13, 2 012

Ensco plc

(Exact name of registrant as specified in its @rart

England and Wales 1-8097 98-063522¢
(State or other jurisdiction « (Commission File Numbe (I.LR.S. Employe
incorporation) Identification No.)

6 C hesterfi eld Gardens
London, England W1J 5BQ

(Address of Principal Executive Offices and Zip @p
Registrant's telephone number, including area ci44 (0) 20 7659 466

Not Applicable

(Former name or former address, if changed sirstaédport)

Check the appropriate box below if the Form 8-kn§lis intended to simultaneously satisfy the §liobligation of the registrant under any of the
following provisions:

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.42

O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
O Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
O

Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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INFORMATION TO BE INCLUDED IN THE REPORT

ltem 8.01 Other Events

Ensco plc (the "Company," "Ensco," "we" or")uis filing this Current Report on Form 8{the "Report") for the purpose
updating our Annual Report on Form KOfor the year ended December 31, 2010 filed whil $ecurities and Exchange Commis
(the "SEC") on February 24, 2011 (the "FormKL); to retrospectively reflect the reorganizatiohour reportable segments for
periods presented. Concurrently with this Repa, are filing a Current Report on FormK8for the purpose of updating ¢
Quarterly Report on Form 10-Q for the period endatch 31, 2011 filed with the SEC on April 29, 20@tthe "Form 10Q"), to
retrospectively reflect the reorganization of cgpartable segments for all periods presented.

As previously reported, on May 31, 2011 (the "Mer@ate"), Ensco plc completed a merger transadtios "Merger") witl
Pride International, Inc., a Delaware corporatidRride”), ENSCO International Incorporated, a Dedasv corporation and
indirect, wholly-owned subsidiary and predecesddermsco plo("Ensco Delaware”), and ENSCO Ventures LLC, a Dal@nimitec
liability company and an indirect, whollywned subsidiary of Ensco plc ("Merger Sub"). Parguo the merger agreement and su
to the conditions set forth therein, Merger Subgedrwith and into Pride, with Pride as the sungventity and an indirect, wholly-
owned subsidiary of Ensco plc.

In connection with the Merger and resultingnagement reorganization, we evaluated our therent core assets ¢
operations and organized them into three segmeagsdbon water depth operating capabilities. Acogtgi we now consider o
business to consist of three reportable segmehidDdgepwater, which consists of our drillships aedhisubmersible rigs capable
drilling in water depths of 4,500 feet or grea{@), Midwater, which consists of our semisubmersiiidgs capable of drilling in wat
depths of 4,499 feet or less and (3) Jackup, wbdetsists of our jackup rigs capable of operating/ater depths up to 400 feet. E
of our three reportable segments provides oneagreontract drilling.

Each Item updated in the Form K(s filed as a separate exhibit to this Reporte Bpecific disclosures updated within ¢
Item are as follows:

» Sections b) and j) of Note 1 and Note 13 to ouriteddconsolidated financial statements as of Deegrth, 2010 and 20
and for each of the years in the thyear period ended December 31, 2010, included inIRdltem 8. Financial Statemei
and Supplementary Data" of the Forn-K (filed as Exhibit 99.1 hereto

» The Business Environment and Results of Operatensons, included in Part Il, "Item 7. Managensiltiscussion ar
Analysis of Financial Condition and Results of Gytems" of the Form 1-K (filed as Exhibit 99.2 hereto); a1

» The Contract Drilling Operations and Backlog Infation sections included in Part I, "Item 1. Bussiesf the Form 1K
(filed as Exhibit 99.3 hereto

The updated segment disclosures included in teigoR do not impact or change any of our previodégd consolidate
balance sheets, consolidated statements of inconoersolidated statements of cash flows. The rdvisems of the Form 18-
included in this Report have not been updated figr @/ents occurring after the respective datedthren 10K was originally filec
other than the updated segment disclosures regtfitbm the aforementioned Merger and reorganizafidris Report should be reac
conjunction with the Form 10-K (except for Partltems 7 and 8 and Part I, Item 1), the FormQLQexcept for Part I, ltems 1 anc
and our other reports on Form 10-Q and Form 8<dfiduring 2011.



F OR WARD-LOOKING STATEMENTS

Statements contained in this report that aténhistorical facts are forwarddoking statements within the meaning of SectioA
of the Securities Act of 1933 and Section 21E ef 8ecurities Exchange Act of 1934. Forwhkroking statements include words
phrases such as "anticipate,” "believe," "estimdexpect,” "intend," "plan,” "project,” "could,"nay," "might,” "should," "will" ani
similar words and specifically include statemergarding expected financial performance; expectiéidation, day rates, revenu
operating expenses, contract term, contract baclkdapital expenditures, insurance, financing andlifug; expected effects, resi
and synergies from the integration of Pr&leperations; the timing of availability, delivempobilization, contract commencemen
relocation or other movement of rigs; future rignstvuction (including construction in progress aondpletion thereof), enhancem
upgrade or repair and timing thereof; the suitgbdif rigs for future contracts; general marketsiness and industry conditions, tre
and outlook; future operations; the impact of thackhdo well incident; expected contributions froun dg fleet expansion progre
and our program to higbrade the rig fleet by investing in new equipmeand divesting selected assets and underutilized eigsens
management; and the likely outcome of litigati@gdl proceedings, investigations or insurance leeratlaims and the timing thereof.

Such statements are subject to numerous riskgrtantties and assumptions that may cause actsaltseo vary material
from those indicated, including:

» our ability to successfully integrate the operadiof Ensco and Pride as contemplated and to rehézanticipated benefits
the Merger

e our ability to meet our increased debt servicegations as a result of the Merger and to fund @drexpenditures, includi
construction costs for our remaining newbuild camgion projects

« our ability to realize expected benefits from thecBmber 2009 redomestication as a U.K. public déichitompany and t
related reorganization of Ensecatorporate structure (the "redomestication™),udiig the effect of any changes in laws, r
and regulations, or the interpretation thereofjnothe applicable facts, that could adversely affaa status as a ndu-S.
corporation for U.S. tax purposes or otherwise eshig affect our anticipated consolidated effectn@ame tax rate

« the continued impact of the Macondo well incidentadfshore drilling operations, including curremidaany future actual
de facto drilling permit and operations delays, atoria or suspensions, new and future regulategislative or permittin
requirements (including requirements related tdifteation and testing of blowut preventers and other equipmen
otherwise impacting operations), future lease saleanges in laws, rules and regulations that loaveay impose increas
financial responsibility, additional oil spill almmhent contingency plan capability requirementsa@hér governmental actic
that may result in claims of force majeure or otfise adversely affect our existing drilling contiss

< governmental regulatory, legislative and permittiaguirements affecting drilling operations, incéhgllimitations on drilling
locations, such as the Gulf of Mexico during huarie seasot

« changes in worldwide rig supply and demand, cortipetor technology, including changes as a reduletivery of newbuili
drilling rigs;



« changes in future levels of drilling activity angbenditures, whether as a result of global capitatkets and liquidity, pric
of oil and natural gas or otherwise, which may eausto idle or stack additional ri¢

« downtime and other risks associated with offsh@y@perations or rig relocations, including rigemuipment failure, dama
and other unplanned repairs, the limited availgbif transport vessels, hazards, selposed drilling limitations and otk
delays due to severe storms and hurricanes anihtited availability or high cost of insurance coage for certain offsho
perils, such as hurricanes in the Gulf of Mexicassociated removal of wreckage or del

* possible cancellation or suspension of drillingtcacts as a result of mechanical difficulties, perfance or other reasor

« risks inherent to shipyard rig construction, repaiirenhancement, including risks associated withcentration of ot
construction contracts with two shipyards, unexpectelays in equipment delivery and engineerindesign issues followir
delivery, or changes in the commencement, complaticservice date:

e delays in actual contract commencement di

< environmental or other liabilities, risks or losseether related to storm or hurricane damagegksr liabilities (includin
wreckage or debris removal), collisions, groundjrigswoults, fires, explosions and other accidenteworism or otherwis
for which insurance coverage and contractual indéesrmay be insufficient or otherwise unavailal

e our ability to attract and retain skilled personmel commercially reasonable terms, whether dueabmrl regulation
unionization or otherwise

e governmental action, terrorism, piracy, militarytiam and political and economic uncertainties, uidbthg uncertainty «
instability resulting from civil unrest, politicalemonstrations, mass strikes, or an escalatiomditianal outbreak of arm
hostilities or other crises in oil or natural ga®gucing areas of the Middle East, North Africa, aVéfrica or othe
geographic areas, which may result in expropriatiwationalization, confiscation or deprivation afrcassets or result
claims of a force majeure situatic

« the outcome of litigation, legal proceedings, irigegions or other claims or contract disputes]uding any inability t
collect receivables or resolve significant contwatr day rate disputes, claims related to thén®ek bankruptcy and relat
matters, any purported renegotiation, nullificatioancellation or breach of contracts with cust@r@rother parties and &
failure to negotiate or complete definitive contsafollowing announcements of receipt of letteréndént;

« adverse changes in foreign currency exchange riaiglsding their effect on the fair value measurammef our derivativ
instruments; an

e potential lon+lived asset or goodwill impairmen

In addition to the numerous risks, uncertaintied assumptions described above, you should alsfutlgrread and consid
"ltem 1A. Risk Factors" in Part | and "ltem 7. Mageaents Discussion and Analysis of Financial Conditiord eResults ¢
Operations" in Part Il of our annual report on FArdK for the year ended December 31, 2010, as updiatedr subsequent quarte
reports on Form 10-Q and by this report and thee@urReport on Form B-being filed concurrently herewith, which are dahble or
the SEC’s website at www.sec.gov. Each forwlanking statement speaks only as of the date ofpdréicular statement, and
undertake no obligation to publicly update or revasy forward looking statements, except as reduiyelaw.



ltem 9.01 Financial Statements and Exhibits

(d) Exhibits
Exhibit No. Description
23.1 Consent of Independent Registered Public Accouriing.
99.1 Updated Part I, "ltem 8. Financial Statements &uwgplementary Data" of our Annual Repori
Form 1(-K for the year ended December 31, 2C
99.2 Updated Part II, "Item 7. Management's DiscussimhAnalysis of Financial Condition and Result
Operations"” of our Annual Report on Formr-K for the year ended December 31, 2C
99.3 Updated Part I, "Item 1. Business" of our AnnRabort on Form 1@ for the year ended Decem
31, 2010.
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase



SIGN ATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly califi@s report to be sign
on its behalf by the undersigned hereunto duly@ighd.

En sco plc

Date: January 13, 2012 /s/ DOUGLAS J. MANKO
Douglas J. Manko
Controller




EXHIBIT INDEX

Exhibit No. Description
23.1 Consent of Independent Registered Public Accouriim.
99.1 Updated Part Il, "ltem 8. Financial Statements &ughplementary Data" of our Annual Repori
Form 1(-K for the year ended December 31, 2(C
99 .2 Updated Part II, "Item 7. Management's DiscussimhAnalysis of Financial Condition and Result
Operations"” of our Annual Report on Formr-K for the year ended December 31, 2C
99 .3 Updated Part |, "Item 1. Business" of our AnnRabort on Form 16 for the year ended Decem
31, 2010.
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
Ensco plc:

We consent to the incorporation by referentéhe registration statements on Form S-8 (Nos-133%11, 333-58625, 33-
40282, 333-97757, 333-125048 and 3%®530) of Ensco plc of our reports dated Februzty 2011 (except for the upda
disclosures pertaining to the change in reportablgments as described in Note 13, as to which d@be id January 13, 2012) w
respect to the consolidated balance sheets of Frie@nd subsidiaries as of December 31, 2010 808,2and the related consolide
statements of income and cash flows for each of/ézes in the thregear period ended December 31, 2010 and the eféadss ¢
internal control over financial reporting as of Betber 31, 2010, which reports appear in this CtifRaport on Form & of Enscc

plc.

/sl KPMG LLP

Dallas, Texas
January 13, 2012



Exhibit 99.1

Item 8. Fina nci al Statements and Supplementary Data

As further discussed in Note 13 to our consoliddtrancial statements herein, our consolidatedriomal statements for
periods presented herein have been updated tepettively reflect the reorganization of our repbke segments resulting from
merger transaction with Pride International, Intbe("Merger") completed on May 31, 2011, pursuantvhich Pride Internation
became an indirect, whollgwned subisidary of Ensco plc. This filing inclsdgpdates only to the portions of Item 1, Item @ Han
8 of the Form 1k that specifically relate to the updated segmeisicldsures resulting from the Merger and manage
reorganization and does not otherwise modify oratg@ny other disclosures set forth in the ForniK10-

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Our management is responsible for establisamdymaintaining adequate internal control oveairitial r epating, as such ter
is defined in Exchange Act Rules 13a-15(f) or 15gf). Our internal control over financial repodisystem is designed to prov
reasonable assurance to our management and Bo®ideafors regarding the preparation and fair pregté@n of published financi
statements. Because of its inherent limitationggriral control over financial reporting may not y@et or detect misstatemel
Therefore, even those systems determined to betigffecan provide only reasonable assurance wipes to financial statems
preparation and presentation. Projections of amjuetion of effectiveness to future periods aregjesttito the risk that controls m
become inadequate because of changes in conditiotisat the degree of compliance with the poligeprocedures may deterior:
Under the supervision and with the participatiomahagement, including the Chief Executive Offigad Chief Financial Officer, v
have conducted an evaluation of the effectivenéssininternal control over financial reporting kdson the framework in Interr
Control - Integrated Framework issued by the Committee @nSpring Organizations of the Treadway Commissigased on th
evaluation, we have concluded that our internaltrobrover financial reporting is effective as of @enber 31, 2010 to provi
reasonable assurance regarding the reliabilitynafnttial reporting and the preparation of finansiatements for external purpose
accordance with generally accepted accounting iptes

KPMG LLP, the independent registered public actiognfirm who audited our consolidated financiatsments, have issL
an audit report on our internal control owdinancial reporting. KPMG LLP's audit report omrointernal control over financi
reporting is included herein.

February 24, 2011



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Ensco plc:

We have audited the accompanying consolidatechbalaheets of Ensco plc and subsidiaries as ofritsere31, 2010 an
2009, and the related consolidated statementscofiie and cash flows for each of the years in theetyear period ended Decemt
31, 2010. These consolidated financial statemestsh@ responsibility of the Company's managent@uat.responsibility is to expre
an opinion on these consolidated financial stateésneaised on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversigbaf8 (United States
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whitildinancial statements ¢
free of material misstatement. An audit includeamsixing, on a test basis, evidence supporting theuats and disclosures in t
financial statements. An audit also includes assgdhe accounting principles used and signifi@stimates made by managemen
well as evaluating the overall financial statenqaetsentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the consolidated financial stataisereferred to above present fairly, in all materespects, the financi
position of Ensco plc and subsidiaries as of Dean3d, 2010 and 2009, and the results of theiraijmers and their cash flows f
each of the years in the three-year period endegber 31, 2010, in conformity with U.S. generaltgepted accounting principles.

We also have audited, in accordance with the staisdof the Public Company Accounting Oversight lod@Jnited States
Ensco plc and subsidiaries' internal control ovearicial reporting as of December 31, 2010, basedriteria established imternal
Control - Integrated Frameworissued by the Committee of Sponsoring Organizatidrice Treadway Commission (COSO), and

report dated February 24, 2011, expressed an ufigdapinion on the effectiveness of the Compaimnternal control over financii
reporting.

/sl KPMG LLP
Dallas, Texas

February 24, 2011, except for the change in repatsegments as described in Note 13, as to whikdate is January 13, 2012



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Ensco plc:

We have audited Ensco plc and subsidiariesd&) internal control over financial reportingadiecember 31, 2010, based on
criteria established imternal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizatafriee Treadway
Commission (COSO). Ensco's management is resperfsibimaintaining effective internal control overdncial reporting and for its
assessment of the effectiveness of internal cootret financial reporting included in the accompgagyManagement's Report on
Internal Control over Financial Reporting. Our resgibility is to express an opinion on the Compsumyternal control over financial
reporting based on our audit.

We conducted our audit in accordance withstaadards of the Public Company Accounting Ovetdiglard (United States).
Those standards require that we plan and perfoenaudiit to obtain reasonable assurance about wieffeetive internal control over
financial reporting was maintained in all materedpects. Our audit included obtaining an undedétgnof internal control over
financial reporting, assessing the risk that a neteveakness exists, and testing and evaluatieglésign and operating effectiveness
of internal control based on the assessed riska@dit also included performing such other procedas we considered necessary in
the circumstances. We believe that our audit pes/a reasonable basis for our opinion.

A company's internal control over financigboeting is a process designed to provide reasorassierance regarding the
reliability of financial reporting and the prepacat of financial statements for external purposeadcordance with generally accepted
accounting principles. A company's internal contredr financial reporting includes those policiesl @rocedures that (1) pertain to
the maintenance of records that, in reasonablél,dataurately and fairly reflect the transacti@ml dispositions of the assets of the
company; (2) provide reasonable assurance thatactions are recorded as necessary to permit ptepaof financial statements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of thepamy are being made only in
accordance with authorizations of management ardtors of the company; and (3) provide reasonasseirance regarding
prevention or timely detection of unauthorized asijon, use, or disposition of the company's asHedt could have a material effect
on the financial statements.

Because of its inherent limitations, interoantrol over financial reporting may not preventdetect misstatements. Also,
projections of any evaluation of effectivenessuimife periods are subject to the risk that conimdy become inadequate because of
changes in conditions, or that the degree of canpé with the policies or procedures may detemorat

In our opinion, Ensco maintained, in all matierespects, effective internal control over fineh reporting as of December 31,
2010, based on criteria establishedniternal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizations
of the Treadway Commission.

We also have audited, in accordance with tiwedards of the Public Company Accounting Oversigdrd (United States), the
consolidated balance sheets of Ensco plc and sabeglas of December 31, 2010 and 2009, and thdeconsolidated statements
income and cash flows for each of the years irthhee-year period ended December 31, 2010, anceport dated February 24, 2011
expressed an unqualified opinion on those congeliitnancial statements.

/s! KPMG LLP
Dallas, Texas
February 24, 2011



ENSCO PLC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts)
Year Ended December 31,

2010 2009 2008
OPERAT ING REVENUES $1,696.¢ $1,888.¢ $2,242.(
OPERATING EXPENSE!
Contract drilling (exclusive of depreciatic 768.1 709.( 736.<
Depreciatior 216.< 189.t 172.¢
General and administrati 86.1 64.C 53.¢
1,070.! 962.5 962.
OPERATING INCOME 626.: 926.4 1,279.¢
OTHER INCOME (EXPENSE), NE 18.2 8.8 (4.2)
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TASS 644.k 935.Z 1,275.°
PROVISION FOR INCOME TAXES
Current income tax exper 81.7 159.t 218.c
Deferred income tax exper 14.: 20.5 4.1
96.C 180.( 222.¢
INCOME FROM CONTINUING OPERATION¢ 548.t 755.2 1,053.:
DISCONTINUED OPERATIONS
(Loss) income from discontinued operations, (2.2) 29.5 126.¢
Gain (loss) on disposal of discontinued openat net 38.€ - (23.5)
37. 29.: 103.
NET INCOME 585.¢ 784.F 1,156."
NET INCOME ATTRIBUTABLE TO NONCONTROLLING INTEREST! (6.4) (5.7 (5.9
NET INCOME ATTRIBUTABLE TO ENSCC $ 579! $ 779. $1,150.¢
EARNINGS PER SHARE- BASIC
Continuing operatior $ 38 $ 528 $ 7.3
Discontinued operatiol 2€ 2C 72

$ 400 $ 541 $ 80

EARNINGS PER SHARE- DILUTED
Continuing operatior $ 38 $ 520 $ 7.3
Discontinued operatiol .2€ .2C 71
$ 40t $ 54 $ 8.0

NET INCOME ATTRIBUTABLE TO ENSCO SHARE:!

Basic $ 572.. $ 769. $1,138.

Diluted $ 5720 $ 769. $1,138.
WEIGHTED-AVERAGE SHARES OUTSTANDINC

Basic 141.C 140.¢ 141.¢

Diluted 141.( 140.t 141.¢
CASH DIVIDENDS PER SHARE $ 1070 $ A $ A

The a ccom panying notes are an integral partedfettonsolidated financial statements.

4



ENSCO PLC AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in millions, except share and par value amounts)

ASSETS

CURRENT ASSET¢
Cash and cash equivale
Accounts receivable, n
Other
Total current asse

PROPERTY AND EQUIPMENT, AT COS
Less accumulated depreciat

Property and equipment, |
GOODWILL
LONG-TERM INVESTMENTS

OTHER ASSETS, NE”

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABI LITIES
Accounts payabl- trade
Accrued liabilities and otht
Current maturities of lor-term debr

Total current liabilitie
LONG-TERM DEBT
DEFERRED INCOME TAXES
OTHER LIABILITIES
COMMITMENTS AND CONTINGENCIES

ENSCO SHAREH OLDERS' EQUITY

Class A ordinary shares, U.S. $.10 par valG6,@million shares authorized,
150.0 million shares issued as of DecembefB10 and 200

Class B ordinary shares, £1 par value, 50,088es authorized and issued
as of December 31, 2010 and 2

Additional pai+-in capital

Retained earning

Accumulated other comprehensive incc

Treasury shares, at cost, 7.1 million shares7abh million share

Total Ensco shareholders' eqt

NONCONTROLLING INTERESTS
Total equity

December 31,

2010

$1,050.
214.¢
171.4

1,436."

6,744.¢
1,694."
5,049.¢

336.
44.F

184.%
$7,051.!

$ 163.
168.:
17.z

349.(
240.1
358.(

139.¢

15.C

1
637.1
5,305.(
11.1

(8.8)
5,959.¢

5.5
5,965.(
$7,051.!

The accompanying notes are an integral part okthessolidated financial statements.

5

2009

$1,141.
324.¢
186.¢

1,652.¢

6,151.:
1,673.¢
4,477 .

336.2
60.5

220.¢
$6,747..

$ 159.
308.¢
17.2

484.¢
257.2
377.5

120.7

15.C

602.€
4,879.
5.2
2.9
5,499.

7.9
5,507.:
$6,747..



ENSCO PLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

OPERATING ACTIVITIES
Net incom:
Adjustments to reconcile net income toassh providel
by operating activities of continuingeogtions:
Depreciation expen
Shar-based compensation expel
Amortization expen:
Deferred income tax expel
Loss on asset impairm
Loss (income) from discontinued ofierss, nef
(Gain) loss on disposal of discongidwperations, nt
Bad debt expen:
Othe
Changes in operating assets anditiabi
Decrease (increase) in accoumsivable
Decrease (increase) in tradingisges
Increase in other ast
(Decrease) increase in liabili
Net cash provided by opexgagtivities of continuingoperations

INVESTING ACTIVITIES
Additions to property and equipmi
Proceeds from disposal of discontinued aipans
Proceeds from disposition of ast
Net cash used in investingvit@s

FINANCING ACTIVITIES
Cash dividends pa
Reduction of lor-term borrowings
Financing cos!
Repurchase of shal
Proceeds from exercise of share opt
Othel

Net cash used in financingvittes

Effect of exchange rate changes on cash and casraénts
Net cash provided by operating activities of digoared operation

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAF

CASH AND CASH EQUIVALENTS, END OF YEAF

The accompanying notes are an integral part okthensolidated financial statements.

6

Year Ended December 31,

2010

$ 585.¢

216.
44.F
31.
14.:
12.:

1.2

(38.6)

(-8
7.4

110.¢
16.7

(27.9)

(157.9)
816.7

(875.9)
158.1
1.5

(715.7)

(153.7)
(17.2)
(6.2)
(6.0)
1.4
(10.9)
(192.6)

(:5)
1.4

(90.7)
1,141.c

$1,050."

2009

$ 784!

189.F
35.F
31.(
20.F
17.:

(29.9)

i
3.C

167.2
5.5

(73.0)
29.2

1,185.¢

(857.2)
14.2
2.6

(840.9)
(14.2)
(17.2)

(6.5)
9.6
(5.9)
(34.2)

5
40.2

351.¢

789.¢

$1,141 .

2008

$1,156.

172.¢
27.5
30.5
4.1

(126.9)
23.F
16.

2.1

(110.7)
(72.9)
(40.5)
(67.9)

1,014

(764.2)
45.1
4.7
(714.2)

(14.9)
(19.0
(259.)

27.5
1kt

(264.2)

(15.0)
139.(

160.1

629.5

$ 789.¢



ENSCO PLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Business

We are one of the leading providers of offshonetiaxt drilling services to the international aildagas industry. We have one
the largest and most capable offshore drillinglegts in the world comprised of 46 drilling rigegcluding 40 jackup rigs, five ultra-
deepwater semisubmersible rigs and one barge dditianally, we have three ultra-deepwater semisetisible rigs and two ultraigh
specification harsh environment jackup rigs understruction. We drill and complete offshore oitlaratural gas wells for major
international, government-owned and independerdrail gas companies on a "day rate" contract basiler which we provide our
drilling rigs and rig crews and receive a fixed ambper day for drilling the well. Our customersabsubstantially all of the ancillary
costs of constructing the well and supporting iiglloperations, as well as the economic risk nedatib the success of the well.

Our contract drilling operations are integmthe exploration, development and productionilb&id natural gas. Our business
levels and corresponding operating results ardfgigntly affected by worldwide levels of offshoesploration and development
spending by oil and gas companies. Such spendipglo@duate substantially from year-to-year andrircegion-to-region based on
various social, political, economic and environna¢factors. See "Note 13 - Segment Information“daditional information on our
operations by segment and geographic region.

b) Pending Merger with Pride

On February 6, 2011, Ensco plc entered into aneément and Plan of Merger with Pride Internatiohat,, a Delawai
corporation (“Pride”), Ensco Delaware, and ENSCOntdees LLC, a Delaware limited liability companydaan indirect, wholly-
owned subsidiary of Ensco (“Merger SubPursuant to the merger agreement and subject toatiditions set forth therein, Merq
Sub will merge with and into Pride, with Pride & tsurviving entity and an indirect, wholbwned subsidiary of Ensco (i
"Merger"). As a result of the merger, which wasnpteted on May 31, 2011 (the "Merger Date"), eaststanding share of Pride’
common stock (other than shares of common stoakdietctly or indirectly by Ensco, Pride or any Weowned subsidiary of Ens
or Pride (which will be cancelled as a result & therger), those shares with respect to which &ggbnaghts under Delaware law .
properly exercised and not withdrawn and othereshheld by certain U.K. residents if determinedEbgco) will be converted into t
right to receive $15.60 in cash and 0.4778 Ensc&&Mnder certain circumstances, U.K. residents meegive all cash considerat
as a result of compliance with legal requirements.

We estimate that the total consideration to béveleld in the merger to be approximately $7,400i0ian, consisting o
$2,800.0 million of cash, the delivery of approxieig 86.0 million Ensco ADSs (assuming that no rignployee stock options
exercised before the closing of the merger) wittaggregate value of $4,550.0 million based on thsirg price of Ensco ADSs
$52.88 on February 15, 2011 and the estimatedvédire of $45.0 million of Pride employee stock ops assumed by Ensco. -
value of the merger consideration will fluctuatesdésé upon changes in the price of Ensco ADSs andidhgber of shares of Pri
common stock and employee options outstanding erclbsing date. The merger agreement and the merger approved by tl
respective Boards of Directors of Ensco and Pridensummation of the merger is subject to the apraf the shareholders of En:
and the stockholders of Pride, regulatory approaatsthe satisfaction or waiver of various otharditions as more fully described
the merger agreement. Subject to receipt of reduapprovals, it is anticipated that the closinghef merger will occur during t
second quarter of 2011.

¢) Redomestication

In December 2009, we completed a reorganigatiadhe corporate structure of the group of congmnontrolled by our
predecessor, ENSCO International Incorporated ¢&mzelaware™), pursuant to which an indirect, wiralivned subsidiary merged
with Ensco Delaware, and Ensco plc became our @ykiield parent company incorporated under English(tae "redomestication”
In connection with the redomestication, each isaratoutstanding share of common stock of Enscaviske was converted into the
right to receive one American depositary share (SADr "share"), each representing one Class A argishare, par value U.S. $0.10
per share, of Ensco plc. The ADSs are governeddspasit agreement with Citibank, N.A. as depogitard trade on the New York
Stock Exchange (the "NYSE") under the symbol "ES¥W¢' symbol for Ensco Delaware common stock betfieeedomestication. V!
are now incorporated under English law as a puintited company and have relocated our princip&cetive offices to London,
England. Unless the context requires otherwiseteims "Ensco,"” "Company," "we," "us" and "our"@efo Ensco plc together with
all subsidiaries and predecessors.



The redomestication was accounted for as an ialteemrganization of entities under common conamudl, therefore, Ens
Delaware's assets and liabilities were accountedtftheir historical cost basis and not revaluethie transaction. We remain sub
to the U.S. Securities and Exchange Commission"@&&") reporting requirements, the mandates ofShdbane®xley Act and th
applicable corporate governance rules of the NYeBi, we will continue to report our consolidatedafioial results in U.S. dollars
in accordance with U.S. generally accepted accogngrinciples ("GAAP"). We also must comply with diibnal reporting
requirements of English law.

d) Basis of Presentation—U.K. Companies Ac62B€ction 435 Statement

The accompanying consolidated financial statemiezée been prepared in accordance with GAAP, witietdirectors consid
to be the most meaningful presentation of resuftomerations and financial position of Ensco pladats subsidiaries. TI
accompanying consolidated financial statementsal@onstitute statutory accounts required by the. @ompanies Act 2006, whi
for year ended December 31, 2010 will be prepanedcicordance with generally accepted accountingcipies in the U.K. ar
delivered to the Registrar of Companies in the Wdlowing the annual general meeting of shareh@d&he U.K. statutory accou
are expected to include an unqualified audst@€port, which is not expected to contain anyregfees to matters to which the audi
drew attention by way of emphasis without qualifyithe report or any statements under Sections #98(298(3) of the U.k
Companies Act 2006.

e) Principles of Consolidation

The accompanying consolidated financial stat@siinclude the accounts of Ensco plc and its ritgjowned subsidiaries. All
significant intercompany accounts and transacti@e been eliminated. Certain previously reportadunts have been reclassifiec
conform to the current year presentation.

f) Pervasiveness of Estimates

The preparation of financial statements infeonity with GAAP requires management to make éeréstimates, judgments
and assumptions that affect the reported amourdss#ts and liabilities, the related revenues &pdreses and disclosures of gain and
loss contingencies as of the date of the finarsta&kements. Actual results could differ from thesgémates.

g) Foreign Currency Remeasurement

Our functional currency is the U.S. dollar.i8sustomary in the oil and gas industry, a majaf our revenues are
denominated in U.S. dollars, however, a portiothefexpenses incurred by our non-U.S. subsidiarieslenominated in currencies
other than the U.S. dollar (“foreign currencie¥hese transactions are remeasured in U.S. dokeesdoon a combination of both
current and historical exchange rates. Transagi@ms and losses, including certain gains and $ogseur derivative instruments, are
included in other income (expense), net, in oursotidated statement of income. We incurred netidoreurrency exchange gains of
$3.5 million and $2.6 million and net foreign curcg exchange losses of $10.4 million for the yesided December 31, 2010, 2009
and 2008, respectively.

h) Cash Equivalents and Short-Term Investments
Highly liquid investments with maturities dfree months or less at the date of purchase asidszad cash equivalents. Highly

liquid investments with maturities of greater thiree months but less than one year as of theofigierchase are classified as short-
term investments.



i) Property and Equipment

All costs incurred in connection with the acqu@sit construction, enhancement and improvementseéta are capitalize
including allocations of interest incurred duringripds that our drilling rigs are under constructay undergoing major enhancem
and improvements. Repair and maintenance costsharged to contract drilling expense in the pemodhich they occur. Upon si
or retirement of assets, the related cost and adgleted depreciation are removed from the balaneetsdind the resulting gain or |
is included in contract drilling expense.

Our property and equipment is depreciatedhenstraightine method, after allowing for salvage values, rothe estimate
useful lives of our assets. Drilling rigs and rethiequipment are depreciated over estimated ubedsl ranging from 4 to 30 yea
Buildings and improvements are depreciated ovamagtd useful lives ranging from 2 to 30 years. édthquipment, includir
computer and communications hardware and softw@sts cis depreciated over estimated useful liveging from 2 to 6 years.

We evaluate the carrying value of our propartg equipment for impairment when events or chairgeircumstances indicate
that the carrying value of such assets may noebeverable. For property and equipment used iroperations, recoverability is
generally determined by comparing the carrying #afian asset to the expected undiscounted futigie ftows of the asset. If the
carrying value of an asset is not recoverableatheunt of impairment loss is measured as the dififeg between the carrying value of
the asset and its estimated fair value. Properdyegpiipment held for sale is recorded at the lavieret book value or net realizable
value.

We recorded no impairment charges duringhheetyear period ended December 31, 2010, excefitdampairment of
ENSCO | as further discussed in "Note 2 - Propany Equipment.” However, if the global economyever deteriorate and/or the
offshore drilling industry were to incur a signdiat prolonged downturn, it is reasonably possilég impairment charges may occur
with respect to specific individual rigs, groupsrigfs, such as a specific type of drilling rig,r@s in a certain geographic location.

j) Goodwill

In connection with the Merger and resultingnagement reorganization, we evaluated our therent core assets ¢
operations and organized them into three segmexgsdbon water depth operating capabilities. Acogigj we now consider o
business to consist of three reportable segmehit®depwater, which consists of our rigs capabldridling in water depths of 4,5
feet or greater, (2) Midwater, which consists of semisubmersible rigs capable of drilling in wadepths of 4,499 feet or less and
Jackup, which consists of our jackup rigs capalbleparating in water depths up to 400 feet. Eaclwfthree reportable segme
provides one service, contract drilling.

As a result of our 2011 reorganization to threportable segments and reporting units resultingnfriine Merger, w
retrospectively reassigned our pre-existing goddwibur reporting units as follows (in millions):

Deepwate $143.¢
Midwater* -
Jackug 192.¢
Total $336.:

* Prior to the Merger Date, our rig fleet did noonsist of midwater rigs. Therefore, no jedsting
goodwill was reassigned to the Midwater reporting as of December 31, 201

Goodwill is not allocated to operating segmentthameasure of segment assets regularly repartadd used by managem:
No goodwill was acquired or disposed of duringttivee-year period ended December 31, 2010.



We test goodwill for impairment on an annuasis as of December 31 of each year or when ewewrtsanges in circumstances
indicate that a potential impairment exists. Thedyaill impairment test requires us to identify refrig units and estimate each unit's
fair value as of the testing date. In most instanoar calculation of the fair value of our repegtiunits is based on estimates of future
discounted cash flows to be generated by ourmiyilfigs.

We determined there was no impairment of goodxsilbf December 31, 2010. However, if the globahemy deteriorates a
the offshore drilling industry were to incur a dfggant prolonged downturn, it is reasonably pokesibat our expectations of future
cash flows may decline and ultimately result in &nment of our goodwill. Additionally, a significadecline in the market value of
our shares could result in a goodwill impairment.

k) Operating Revenues and Expenses

Substantially all of our drilling contractsc@ntracts”) are performed on a day rate basistl@terms of such contracts are
typically for a specific period of time or the padtiof time required to complete a specific taskhsas drill a well. Contract revenues
and expenses are recognized on a per day badlie a®rk is performed. Day rate revenues are tylgiearned, and contract drilling
expense is typically incurred, on a uniform basierdghe terms of our contracts.

In connection with some contracts, we reckinep-sum fees or similar compensation for the nipdiion of equipment and
personnel prior to the commencement of drilling/ess or the demobilization of equipment and pemgbnpon contract completion.
Fees received for the mobilization or demobilizatod equipment and personnel are included in opegraévenues. The costs incurred
in connection with the mobilization and demobilimatof equipment and personnel are included inreatdrilling expense.

Mobilization fees received and costs incuresl deferred and recognized on a straight-lineskassr the period that the related
drilling services are performed. Demobilizationdeand related costs are recognized as incurred egrdract completion. Costs
associated with the mobilization of equipment aaspnnel to more promising market areas withoutreots are expensed as
incurred.

Deferred mobilization costs were included inev current assets and other assets, net, oronsolidated balance sheets and
totaled $51.0 million and $52.7 million as of Ded®mmn31, 2010 and 2009, respectively. Deferred rnaatiibn revenue was included
in accrued liabilities and other, and other lialgb on our consolidated balance sheets and tof@2@ million and $99.3 million as of
December 31, 2010 and 2009, respectively.

In connection with some contracts, we recegpdront lump-sum fees or similar compensationdapital improvements to our
drilling rigs. Such compensation is deferred armbgmized as revenue over the period that the cetiiding services are performed.
The cost of such capital improvements is capitdlaed depreciated over the useful life of the ag¥efierred revenue associated with
capital improvements was included in accrued litded and other, and other liabilities on our cditlsted balance sheets and totaled
$27.4 million and $22.5 million as of December 2210 and 2009, respectively.

We must obtain certifications from variousukegory bodies in order to operate our drillingsrignd must maintain such
certifications through periodic inspections andseys. The costs incurred in connection with mainiteg such certifications, including
inspections, tests, surveys and drydock, as wekmedial structural work and other compliance ;cate deferred and amortized ¢
the corresponding certification periods. Deferregulatory certification and compliance costs warduded in other current assets
other assets, net, on our consolidated balancésshieé totaled $7.0 million and $9.7 million ab&fcember 31, 2010 and 2009,
respectively.

In certain countries in which we operate, tazech as sales, use, value-added, gross receipexeaise may be assessed by the

local government on our revenues. We generallyrceoar tax-assessed revenue transactions on asistib our consolidated
statement of income.
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[) Derivative Instruments

We use foreign currency forward contracts ("denss") to reduce our exposure to various marksissi primarily foreig
currency exchange rate risk. See "Note 5 - Derredtistruments" for additional information on homdavhy we use derivatives.

All derivatives are recorded on our consokddbalance sheet at fair value. Accounting forgies and losses resulting from
changes in the fair value of derivatives dependtheruse of the derivative and whether it qualifshedge accounting. Derivatives
qualify for hedge accounting when they are formdigignated as hedges and are effective in redtivindsk exposure that they are
designated to hedge. Our assessment of hedgeiedfeess is formally documented at hedge inceptad,we review hedge
effectiveness and measure any ineffectivenessghaut the designated hedge period on at leastréegiyabasis.

Changes in the fair value of derivatives trat designated as hedges of the fair value of rézed assets or liabilities or
unrecognized firm commitments ("fair value hedges® recorded currently in earnings and includeatlier income (expense), net
our consolidated statement of income. Changeseiffigiin value of derivatives that are designatedeiges of the variability in
expected future cash flows associated with exigtwggnized assets or liabilities or forecastedsaations (“cash flow hedges") are
recorded in accumulated other comprehensive indtwas) ("AOCI"). Amounts recorded in AOCI associhteith cash flow hedges
are subsequently reclassified into contract dgllidepreciation or interest expense as earningafiaeted by the underlying hedged
forecasted transactions.

Gains and losses on a cash flow hedge, orteop@f a cash flow hedge, that no longer qualitis effective due to an
unanticipated change in the forecasted transaati®mecognized currently in earnings and includesther income (expense), net, in
our consolidated statement of income based ontthege in the fair value of the derivative. Whewm@etasted transaction is no longer
probable of occurring, gains and losses on thevdiévee previously recorded in AOCI are reclassifiedrently into earnings and
included in other income (expense), net, in oursctidated statement of income.

We occasionally enter into derivatives thatdethe fair value of recognized assets or liabdjtbut do not designate such
derivatives as hedges or the derivatives otherdaseot qualify for hedge accounting. In these situes, there generally is a natural
hedging relationship where changes in the fairevaliithe derivatives offset changes in the faiugadf the underlying hedged items.
Changes in the fair value of these derivatives@tegnized currently in earnings in other incomeéase), net, in our consolidated
statement of income.

Derivatives with asset fair values are repbiteother current assets or other assets, netyooonsolidated balance sheets
depending on maturity date. Derivatives with ligipifair values are reported in accrued liabilitaasd other, or other liabilities on our
consolidated balance sheets depending on matuiéy d

m) Income Taxes

We conduct operations and earn income in naasecountries and are subject to the laws of tajxingdictions within those
countries, including U.K. and U.S. tax laws. Cutrieeome taxes are recognized for the amount @fggpayable or refundable based
on the laws and income tax rates in the taxingglictions in which operations are conducted andrireis earned.

Deferred tax assets and liabilities are recognfaethe anticipated future tax effects of tempyprdifferences between the financial staten

basis and the tax basis of our assets and ligsilitsing the enacted tax rates in effect at yedr/Awaluation allowance for deferred tax assets is
recorded when it is more-likely-than-not that tleméfit from the deferred tax asset will not beizeal.
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In many of the jurisdictions in which we opteraax laws relating to the offshore drilling irsdity are not well developed and
change frequently. Furthermore, we may enter irsiosiactions with affiliates or employ other taxrpleng strategies that generally are
subject to complex tax regulations. As a resuthefforegoing, the tax liabilities and assets wmgaize in our financial statements
may differ from the tax positions taken, or expddtebe taken, in our tax returns. Our tax posgtiare evaluated for recognition us
a more-likely-than-not threshold, and those taxtfmss requiring recognition are measured as thgelst amount of tax benefit that is
greater than 50% likely of being realized upon effe settlement with a taxing authority that hal Knowledge of all relevant
information. Interest and penalties relating tooime taxes are included in current income tax ex@ansur consolidated statement of
income. See "Note 10 - Income Taxes" for additionfrmation on our unrecognized tax benefits.

Our drilling rigs frequently move from one tag jurisdiction to another based on where theycargracted to perform
drilling services. The movement of drilling rigs ang taxing jurisdictions may involve a transferdoiling rig ownership among our
subsidiaries. The pre-tax profit resulting fromeiompany rig sales is eliminated and the carryalge of rigs sold in intercompany
transactions remains at the historical net deptetieost prior to the transaction. Our consolidditeahcial statements do not reflect
the asset disposition transaction of the sellifgsiliary or the asset acquisition transaction efabquiring subsidiary. Income taxes
resulting from the transfer of drilling rig owneigtamong subsidiaries, as well as the tax effeetnyfreversing temporary differences
resulting from the transfers, are deferred and &m@at on a straight-line basis over the remainiseful life of the rig.

In some instances, we may determine thatioeenporary differences will not result in a taleabr deductible amount in
future years, as it is more-likely-than-not we witimmence operations and depart from a given tguiggiction without such
temporary differences being recovered or settlewidd these circumstances, no future tax consegs@mneeexpected and no deferred
taxes are recognized in connection with such ojperst\We evaluate these determinations on a perhmiis and, in the event our
expectations relative to future tax consequencangs, the applicable deferred taxes are recognized.

We do not provide deferred taxes on the undisieitbiearnings of our U.S. subsidiary and predece§swco Delawar
because our policy and intention is to reinveshsearnings indefinitely or until such time thatyhean be distributed in a tdree
manner. We do not provide deferred taxes on théstrilmited earnings of Ensco Delaware's hbB- subsidiaries because our pc
and intention is to reinvest such earnings ind&fipi See "Note 10 lncome Taxes" for additional information on thedistributec
earnings of Ensco Delaware's non-U.S. subsidiaries.

n) Share-Based Compensation

We sponsor share-based compensation planpribtie equity compensation to our employeesceff and directors. sal
e-based compensation cost is measured at fair \luthe date of grant and recognized on a strdiightbasis over the requis
service period (usually the vesting period). Theoam of compensation cost recognized in our codatdd statement of income
based on the awards ultimately expected to vestthedefore, reduced for estimated forfeitures. gilinges in estimated forfeitu
are based on historical experience and are recegrdgz a cumulative adjustment to compensationioaddte period in which the
occur. See "Note 9 - Benefit Plans" for additionérmation on our share-based compensation.

0) Fair Value Measurements
We measure certain of our assets and liabilitiesed on a fair value hierarchy that prioritizes thguts to valuatio
techniques used to measure fair value. The hieyaaskigns the highest priority to unadjusted quqigdes in active markets 1

identical assets or liabilities ("Level 1") and tlwsvest priority to unobservable inputs (“Level 3level 2 measurements are ing
that are observable for assets or liabilities,egithirectly or indirectly, other than quoted pricesluded within Level 1.
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Our auction rate securities, marketable séearheld in our supplemental executive retirenpéanis ("SERP") and derivatives
are measured at fair value on a recurring basis. alction rate securities are measured at fairevasing an income approach
valuation model (Level 3 inputs) to estimate thiegthat will be received in exchange for our aurttiate securities in an orderly
transaction between market participants (“exitgdjicThe exit price is derived as the weighted-agerpresent value of expected cash
flows over various periods of illiquidity, usingriak-adjusted discount rate that is based on taditcrisk and liquidity risk of our
auction rate securities. See "Note 3 - Long-Termestments” for additional information on our austiate securities, including a
description of the securities and underlying cellat, a discussion of the uncertainties relatinthé&r liquidity and our accounting
treatment.

Assets held in our SERP are measured at fair \@sed on quoted market prices (Level 1 inputsj.deuvatives are measur
at fair value based on market prices that are gdélgerbservable for similar assets and liabilig@E£ommonly quoted intervals (Leve
inputs). See "Note 5 - Derivative Instruments"ddditional information on our derivative instrumgrincluding a description of our
foreign currency hedging activities and relatedhrods used to manage foreign currency exchangeiséte

See "Note 8 - Fair Value Measurements" foritaatthl information on the fair value measuremehtertain of our asset anc
liabilities.
p) Earnings Per Share
We compute basic and diluted earnings peresfi&@PS") in accordance with the twetass method. Net income attributabl
Ensco used in our computations of basic and dil&e8 is adjusted to exclude net income allocatetbtovested shares grantec

our employees and non-employee directors. Weightedage shares outstanding used in our computatidituted EPS includes t
dilutive effect of share options using the treasstock method and excludes non-vested shares.

The following table is a reconciliation of net @me attributable to Ensco shares used in our asidiluted EPS computatic
for each of the years in the three-year period @émkcember 31, 2010 (in millions):

2010 2009 2008
Net income attributable to Ens 579.t $779.¢ $1,150.¢
Net income allocated to n-vested share awar (7.4) (9.7 (12.6)
N et income attributable to Ensco she 572.1 $769." $1,138.:

The following table is a reconciliation of tiveeightedaverage shares used in our basic and diluted egrrper shal
computations for each of the years in the three-gedod ended December 31, 2010 (in millions):

2010 2009 2008
Weightec-average share- basic 141.C 140.¢ 141.¢
Potentially dilutive share optiot .0 A 3
Weightec-average share diluted 141.C 140.t 141.¢

Antidilutive share options totaling 1.1 millionrfeach of the years ended December 31, 2010 ar@l &6 746,000 for the ye
ended December 31, 2008 were excluded from the gt@tipn of diluted EPS.
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g) Noncontrolling Interests

Noncontrolling interests are classified asiggon o u rconsolidated balance sheet and net income atthikeuta noncontrollin
interests is presented separately on our consetidgtatement of income. In our Asia Pacific opataiegment, local third parties h
a noncontrolling ownership interest in three of sulbsidiaries.

I nc o me from continuing operations attritlléato Ensco for each of the years in the thyear period ended December
2010 was as follows (in millions):

2010 2009 2008
Income from continuing operatiol $548.5 $755.2 $1,053.3
Income from continuing operations attributable to
noncontrolling interest (6.2) (4.2) (5.1)
Income from continuing operations attributable ts&o $542.3 $751.0 $1,048..

Income from discontinued operations, netjlattable to Ensco for each of the years in theetyesar period ended Decem
31, 2010 was as follows:

2010 2009 2008
Income from discontinued operatic $37.4 $29.3 $103.4
Income from discontinued operations attributable to
noncontrolling interest (.2) (.9) (.8)
Income from discontinued operations attributabl&nscc $37.2 $28.4 $102.6

2. PROPERTY AND EQUIPMENT

Property and equipment as of December 31, 2082009 consisted of the following (in millions):

2010 2009
Drilling rigs and equipmer $5,175.. $4,801.:
Other 50.4 47.C
Work in progres: 1,519.( 1,303.:
$6,744.( $6,151.:

Work in pro gr esas of December 31, 2010 primarily consisted of @L2 million related to the construction of our
8500 Series® ultraieepwater semisubmersible rigs and costs assoeidttedarious modification and enhancement projeetdSCC
8503 was delivered in September 2010 and the teletestruction costs will remain classified as workprogress until the rig
placed into service during the first quarter of R0IWork in progress as of December 31, 2009 pilyneonsisted of $1,262.5 millic
related to the construction of our ENSCO 8500 S@ridgs and costs associated with various modifioaind enhancement projects.

In June 2010, we recorded a $12.2 million lossnfrihe impairment of ENSCO |, the only barge rigoir fleet, which i
currently coldstacked in Singapore and is included in our Asieiflfaoperating segment. The loss on impairment watuided ir
contract drilling expense in our consolidated steet of income for the year ended December 31, .Z0A€ impairment resulted frc
the adjustment of the rig’s carrying value to isimated fair value based on a change in our eapentthat it is more-likely-thanet
that the rig will be disposed of significantly begahe end of its estimated useful life. ENSCO $wat classified as held-faale as ¢
December 31, 2010, as a sale was not deemed peob&ldccurring within the next twelve months. Sééote 8 —Fair Value
Measurements” for additional information on the failue measurement of ENSCO I.

3. LONG-TERM INVESTMENTS
As o f December 31, 2010 and 2009, we held-term debt instruments with variable interest ratest periodically res

through an auction process ("auction rate secstjtimtaling $50.1 million and $66.8 million (paalue), respectively. Our aucti
rate securities were originally acquired in Janl2098 and have final maturity dates ranging frola22® 2047.
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Our investments in auction rate securities asexfdinber 31, 2010 were diversified across elevearagpissues and each is
maintains scheduled interest rate auctions in ieRBeday or 35day intervals. The majority of our auction ratewsdes are current
rated Aaa by Moody's, AAA by Standard & Poor's andhAA by Fitch. All of our auction rate securiievere issued by st:
agencies and are supported by student loans fahwepayment is substantially guaranteed by the gbBernment under the Fed¢
Family Education Loan Program ("FFELP").

Upon acquisition in January 2008, we designatedaaation rate securities as trading securitieis @as our intent to sell the
in the neatterm. Due to illiquidity in the auction rate sedi@$ market, we intend to hold our auction rateusées until they can t
redeemed by issuers, repurchased by brokerage dirssid in a market that facilitates orderly tracttons. Although we will hold o
auction rate securities longer than originally eiptited, we continue to designate them as tradewyrgies. Cash flows fra
purchases and sales of our auction rate secuaitieslassified as operating activities in our ctidated statement of cash flows.

Our auction rate securities were measured atvidire as of December 31, 2010 and 2009. Net ureehfjains of $700,0(
and $1.8 m illion and net unrealized losses of $8.1 million weotuided in other income (expense), net, in our clitksied statemen
of income for the years ended December 31, 201@) 26d 2008, respectively. See "NoteRair Value Measurements” for additio
information on the fair value measurement of outtian rate securities.

The carrying values of our auction rate securitiese $44.5 million and $60.5 million as of DecemB&, 2010 and 200
respectively. Although $16.7 million, $5.5 million and $6.0 mdh of our auction rate securities were redeemgshavalue durin
the years ended December 31, 2010, 2009 and 28§&ctively, we are currently unable to determihetiver issuers of our auct
rate securities will attempt and/or be able tonafice them and have classified our auction raterisies as longerm investments ¢
our consolidated balance sheets.

4. LONG-TERM DEBT

Long-term debt as of December 31, 2010 an® 20dsisted of the following (in millions):

2010 2009
7.20% Debentures due 20 $148.¢ $148.¢
6.36% Bonds due 201 63.4 76.C
4.65% Bonds due 20: 45.C 49.t

257.% 274.¢
Less current maturitie (17.2) (17.2)
Total lon¢-term debt $240.. $257..

Debentures Due 2027

In November 1997, Ensco Delaware issued $150.0omibf unsecured 7.20% Debentures due November2@37 (th
"Debentures") in a public offering. Interest on thebentures is payable semiannually in May and Nibex and may be redeeme
any time at our option, in whole or in part, atrec@ equal to 100% of the principal amount theqgok accrued and unpaid interes
any, and a makehole premium. The indenture under which the Deloest were issued contains limitations on the iree o
indebtedness secured by certain liens and limitation engaging in certain sale/leaseback transmctand certain merg
consolidation or reorganization transactions. Thebdhtures are not subject to any sinking fund requeénts. In December 2009
connection with the redomestication, Ensco plc redténto a supplemental indenture to unconditigngliarantee the principal ¢
interest payments on the Debentures.

Bonds Due 2015 and 2020

In January 2001, a subsidiary of Ensco Delawssued $190.0 million of 15-year bonds to provimegterm financing fo
ENSCO 7500. The bonds will be repaid in 30 equatiaenual principal installments of $6.3 million émgl in December 201
Interest on the bonds is payable semiannuallyuine hnd December, at a fixed rate of 6.36%. In mt@003, a subsidiary of En:
Delaware issued $76.5 million of 17-year bondsrtwvjale longterm financing for ENSCO 105. The bonds will beaiepin 34 equ
semiannual principal installments of $2.3 milliomdéng in October 2020. Interest on the bonds isaplysemiannually, in April ai
October, at a fixed rate of 4.65%.
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Both bond issuances are guaranteed by thed)Biiates of America, acting by and through theddnbtates Department of
Transportation, Maritime Administration ("MARAD"and Ensco Delaware issued separate guaranties RADAguaranteeing the
performance of obligations under the bonds. Irr&aly 2010, the documents governing MARAD's guagambmmitments were
amended to address certain changes arising frometloenestication and to include Ensco plc as aitiaddl guarantor of the debt
obligations.

Revolving Credit Facility

On May 28, 2010, we entered into an amended astdtesl agreement (the "2010 Credit Facility") véthyndicate of banks tt
provides for a $700.0 million unsecured revolvingdit facility for general corporate purposes. D40 Credit Facility has a four-
year term, expiring in May 2014, and replaces o85080 million fiveyear credit agreement which was scheduled to mah
June 2010. Advances under the 2010 Credit Fagéterally bear interest at LIBOR plus an applicabégin rate (currently 2.0%
annum), depending on our credit rating. We areireduo pay an annual undrawn facility fee (curker25% per annum) on the tc
$700.0 million commitment, which is also based an eredit rating. We also are required to maintagtebt to total capitalization ra
less than or equal to 50% under the 2010 CreditifyadVe have the right, subject to lender conséatincrease the commitme
under the 2010 Credit Facility up to $850.0 milliowwe had no amounts outstanding under the 2018itdFacility or the prior crec
agreement as of December 31, 2010 and 2009, résgect

Maturities

The aggregate maturities of our lalegm debt, excluding unamortized discounts of $iillion, as of December 31, 2010 w
as follows (in millions):

2011 $17.C
2012 17.2
2013 17.2
2014 17.2
2015 17.2
Thereaftel 172.¢
Total $258.¢

Interest expense totaled $21.3 million, $20.9imilland $21.6 million for the years ended Decen#ier2010, 2009 and 20(
respectively. All interest expense incurred duragh of the years in the thrgear period ended December 31, 2010 was capitali
connection with the construction of our ENSCO 85@0ies® rigs.

5. DERIVATIVE INSTRUMENTS

We use derivatives to reduce our exposure to vanoarket risks, primarily foreign currency exchamate risk. We maintair
foreign currency exchange rate risk managemertegiyahat utilizes derivatives to reduce our expeda unanticipated fluctuations
earnings and cash flows caused by changes in formigrency exchange rates. Although no interest related derivatives we
outstanding as of December 31, 2010 and 2009, wasamally employ an interest rate risk managensérastegy that utilize
derivatives to minimize or eliminate unanticipafettuations in earnings and cash flows arisingrfrchanges in, and volatility «
interest rates. We minimize our credit risk relgtbo the counterparties of our derivatives by taating with multiple, highguality
financial institutions, thereby limiting exposure tndividual counterparties, and by monitoring tfieancial condition of ot
counterparties. We do not enter into derivativedriading or other speculative purposes.

All derivatives were recorded on our consolidatathnce sheets at fair value. Accounting for theggand losses resulting fre
changes in the fair value of derivatives dependtheruse of the derivative and whether it qualif@shedge accounting. See "Note 1 -
Description of the Business and Summary of SigaiftcAccounting Policies" for additional informati@m our accounting polit
for derivatives and "Note 8 - Fair Value Measuretaéfor additional information on the fair value aseirement of our derivatives.
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As of December 31, 2010 and 2009, our consolidé@dnce sheets included net foreign currency deviy assets
$16.4 million and $13.2 million, respectively. Adf our derivatives mature during the next 18 mentBberivatives recorded at f
value in our consolidated balance sheets as ofbleee31, 2010 and 2009 consisted of the followingnillions):

Derivative Assets

201(
Derivatives Designated as Hedging Instrument
Foreign currency forward contrac current(®) $16.¢
Foreign currency forward contrac- nor-current(?) 1
16.€
Derivatives not Designated as Hedging Instrument
Foreign currency forward contrac- current® 2
2
Total $17.1

Al

©+
[
N
(%)

Derivative Liabilities

201( 2009
$.€ $1.1
A -~
7 1.1
-- .C
= .C
$.7 $1.1

(@  Derivative assets and liabilities that have majyuliites equal to or less than twelve months fraaréispective balance sh
dates were included in other current assets amdeatdiabilities and other, respectively, on ounswolidated balance sheets.

@ Derivative assets and liabilities that have majudiates greater than twelve months from the resmgebalance sheet da
were included in other assets, net, and otheliliglsi respectively, on our consolidated balarueess.

We utilize derivatives designated as hedging umsémts to hedge forecasted foreign currency deraisdntransactions (“ce
flow hedges"), primarily to reduce our exposurddmeign currency exchange rate risk associated thighportion of our remainit
ENSCO 8500 Series@onstruction obligations denominated in Singapaiéads and contract drilling expenses denominateghriou:
other currencies. As of December 31, 2010, we laath iow hedges outstanding to exchange an aggrég@d6.4 million for variot
foreign currencies, including $118.8 million fom8apore dollars, $77.6 million for British poun&9,2 million for Australian dolla

and $10.8 million for other currencies.

Gains and losses, net of tax, on derivatives desigl as cash flow hedges included in our condelidstatements of income
each of the years in the three-year period endegmber 31, 2010 were as follows (in millions):

Gain (Loss)
Recognized in
Other Comprehensive
Income ("OCI")
on Derivatives
(Effective Portion)

(Loss) Gain
Reclassified from
AOCI into Income
(Effective Portion)

Gain (Loss) Recognize(
in Income on
Derivatives (Ineffective
Portion and Amount
Excluded from
Effectiveness TestingjV

2010 2009 2008 2010 2009 2008 2010 2009 2008

Interest rate lock contrac® $ -- $ -- $ - $(6) $(7) $ (7 $-- $ - $ -
Foreign currency forward contrad® 7.6 13.5 (16.4 2.3 (8.0) (2.9) 3 (2.9) (1.0)
Total $76  $135 $(16.4 $1.7 $8.7) $(3.6) $.3 $2.9 $1.0)
@ Gains and losses recognized in income for ineffeoss and amounts excluded from effectivenesadgesere include

in other income (expense), net, in our consolidatatements of income.

@ Gains and losses on derivatives reclassified fro@CAinto income (effective portion) were includead éther incom

(expense), net, in our consolidated statementscoine.

©) Gains and losses on derivatives reclassified fradCAinto income (effective portion) were includaddontract drilling

expense in our consolidated statements of inci
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We have net assets and liabilities denominatedimerous foreign currencies and use variousioastto manage our exposure
to foreign currency exchange rate risk. We predamily structure our drilling contracts in U.S. @8, which significantly reduces
portion of our cash flows and assets denominatéor@ign currencies. We occasionally enter intavdgives that hedge the fair value
of recognized foreign currency denominated assdtalilities but do not designate such derivatigsshedging instruments. In these
situations, a natural hedging relationship gengeatists whereby changes in the fair value of thevadtives offset changes in the fair
value of the underlying hedged items. As of Decanie 2010, we had derivatives not designated dgihg instruments outstanding
to exchange an aggregate $23.5 million for varfousign currencies, including $15.3 million for Atedian dollars, $3.0 million for
Malaysian ringgits, $2.2 million for Singapore dofi and $3.0 million for other currencies.

Net gains of $2.9 million and $4.6 million anet losses of $3.5 million associated with ouiva@gives not designated as
hedging instruments were included in other incoexpénse), net, in our consolidated statementscohie for the years ended
December 31, 2010, 2009 and 2008, respectively.

As of December 31, 2010, the estimated amolnét gains associated with derivatives, net xftizat will be reclassified to
earnings during the next twelve months was asyalfn millions):

Net unrealized gains to be reclassified to contlailing expense $1.1
Net realized losses to be reclassified to othesrime (expense), n (.3)
Net gains to be reclassified to earnil $.€

6. COMPREHENSIVE INCOME

Accumulated other comprehensive income asemieihber 31, 2010 and 2009 was comprised of gathfoases on derivative
instruments, net of tax. The components of compreie income, net of tax, for each of the yeathéthree-year period ended
December 31, 2010 were as follows (in millions):

200¢
2010 2009
Net income $585.¢ $784.t $1,156.
Other comprehensive incorr
Net change in fair value of derivativ 7.€ 13t (16.9)
Reclassification of gains and losses on déviea
instruments from other comprehensivedine)
loss into net incon (1.7) 8.7 3.6
Net other comprehensive income (I 5.¢ 22.2 (12.9)
Comprehensive incorr 591.¢ 806.7 1,143.¢
Comprehensive income attributable to noncontroliirigrests (6.4) (5.7 (5.9
Comprehensive income attributable to En $585.¢ $801.¢ $1,138.!
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7. SHAREHOLDERS' EQUITY

Activity in our v ariou s shareholders' equétycounts for each of the years in the threer period ended December 31, Z
was as follows (in millions):

Accumulated
Other
Additional Comprehensive
Paid-In Retained Income  Treasury Noncontrolling
Par Value Shares
Shares Capital Earnings (Loss) Interest

B AL A NCE, December 31, 20( 180.3 $18.0 $1,700.t $2,977. $(4.2) $(939.8) $4.6
Net income -- -- - 1,150.¢ -- -- 5.9
Cash dividends pa - - -- (14.9) - - --
Distributions to noncontrolling interes - - -- - - - (3.8)
Shares issued under sk-based compensatic

plans, ne 1.6 2 27.1 -- -- -- -
Tax benefit from sha-basec

compensatio - - 5.3 - - - --
Repurchase of shar - - -- - - (259.7) --
Shar-based compensation c¢ - - 28.3 - - - --
Net other comprehensive Ic - - -- - (12.8) - --

BALANCE, December 31, 20C 181.9 182 1,761.2 4,114.( (17.0) (1,199.5) 6.7
Net income - - -- 779.4 - -

Cash dividends pa - - -- (14.2) - - --
Distributions to noncontrolling interes - - -- - - - 3.9
Shares issued under sk-based compensatic

plans, ne 9 1 9.5 -- -- -- -
Tax deficiency from sha-basec

compensatio - - (2.4) - - -
Repurchase of shar - - -- - - (6.5) --
Retirement of treasury shai (40.2 (4.0) (1,200.0 - - 1,203.9 --
Shar-based compensation c¢ - - 34.3 - -
Net other comprehensive incol - - -- - 22.2 - --
Cancellation of shares of common st

during redomesticatic (142.6 (14.3 -- - - - --
Issuance of ordinary shares pursuant

to the redomesticatic 150.1 15.1 - - - (.8) --

BALANCE, December 31, 20C 150.1
Net income -
Cash dividends pa - - -- (153.9) - -

Distributions to noncontrolling interes - - -- -
Shares issued under sk-based compensatic

plans, ne - - 1.4 - - A --
Tax deficiency from sha-basec

compensatio - - (2.2) - - -
Repurchase of shar - - -- - - (6.0) --
Shar-based compensation c¢ - - 35.3 - - -
Net other comprehensive incol - - -- - 5.9 - --

BALANCE, December 31, 201 150.1 $15.1 $ 637.1 $5,305.( $11.1 $ (8.8 $5.5
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The Board of Directors of Ensco Delaware previpumlithorized the repurchase of up to $1,500.0 onillof our ADSs
representing our Class A ordinary shares. In Deeerad09, the theBoard of Directors of Ensco International Limitedpredecess
of Ensco plc, continued the prior authorization,asubject to shareholder approval, authorized mamagt to repurchase up to $5¢
million of ADSs from time to time pursuant to shaspurchase agreements with two investment bartkes.tflensole shareholder
Ensco International Limited approved such sharendmase agreements for a five-year teffnom inception of our share repurch
programs during 2006 through December 31, 2008reparchased an aggregate 16.5 million shares astaof $937.6 million (a
average cost of $56.79 per shar®o shares were repurchased under the share reparphagrams during the years ended Dece
31, 2010 and 2009. Although $562.4 million remdimawailable for repurchase as of December 31, 28&0yill not repurchase a
shares under our share repurchase program withdhef consultation with and approval by the Boafr®irectors of Ensco plc.

8. FAIR VALUE MEASUREMENTS

The following fair value hierarchy table categeszinformation regarding our financial assets &etoilities measured at f:
value on a recurring basis as of December 31, 2082009 (in millions):

Quoted Prices in Significant
Active Markets Other Significant
for Observable Unobservable
Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

As of December 31, 201
Auction rate securitie $ - $ - $44.5 $44.*
Supplemental executive retirement plan as 23.0 -- - 23.C
Derivatives, ne -- 16.4 -- 16.£
Total financial assel $23.0 $16.4 $44.5 $83.¢
As of December 31, 200
Auction rate securitie $ - $ - $60.5 $60.£
Supplemental executive retirement plan as 18.7 -- - 18.7
Derivatives, ne -- 13.2 -- 13.2
Total financial assel $18.7 $13.2 $60.5 $92.¢

Auction Rate Securities

As of December 31, 2010 and 2009, we held auative securities totaling $50.1 million and $66.8lion (par value)
respectively. See "Note 3 - Long-Term Investmefas'additional information on our auction rate (seibes.

Our auction rate securities were measured avédire on a recurring basis using significant Le8/elputs as of December !
2010 and 2009. The following table summarizes HievValue measurements of our auction rate seesriising significant Level
inputs, and changes therein, for each of the yiadtee three-year period ended December 31, 201 iflions):

2010 2009 2008

Beginning Balanc: $60.5 $64.2 $ -
Purchase - -- 83.(
Sales (16.7) (5.5 (20.7%)
Unrealized gains (losses 7 1.€ (8.7)
Transfers in and/or out of Leve - -- --
Ending balanc: $44. $60.t $64.-

*Unrealized gains (losses) are included in othesrime (expense), net, in our consolidated statenféentome.

20



Before utilizing Level 3 inputs in our fair valueeasurements, we considered whether observablésinygere available. As a result
continued auction failures, quoted prices for austion rate securities did not exist as of Decen®ier2010. Accordingly, we concluded that Le
1 inputs were not available. Brokerage statemeaasived from the three broker/dealers that heldaogtion rate securities included their estim
market value as of December 31, 2010. All threzkér/dealers valued our auction rate securitiggaat Due to the lack of transparency into
methodologies used to determine the estimated meakees, we have concluded that estimated magees provided on our brokerage statern
do not constitute valid inputs, and we do not zgilthem in measuring the fair value of our auctaie securities.

We used an income approach valuation model tonatgi the price that would be received in exchamgeofir auction ra
securities in an orderly transaction between mgpketicipants (“exit price") as of December 31, 01The exit price was derived
the weighted-average present value of expectedftash over various periods of illiquidity, usingresk-adjusted discount rate ba:
on the credit risk and liquidity risk of our augcticate securities.

While our valuation model was based on both Levétredit quality and interest rates) and Levehuis, we determin
that Level 3 inputs were significant to the ovefall value measurement of our auction rate seeariparticularly the estimates
risk-adjusted discount rates and ranges of expecteddsedf illiquidity. We have the ability to maintawur investment in the
securities until they are redeemed, repurchasedldrin a market that facilitates orderly transacsi

Supplemental Executive Retirement Plans

Our Ensco supplemental executive retiremeanigp(the "SERP") are non-qualified plans that gteyor eligible employees to
defer a portion of their compensation for use akérement. Assets held in the SERP were marketsddurities measured at fair ve
on a recurring basis using Level 1 inputs and weskided in other assets, net, on our consolidaédaince sheets as of December 31,
2010 and 2009. The fair value measurement of absdd in the SERP was based on quoted marketprice

Derivatives
Our derivatives were measured at fair valua oecurring basis using Level 2 inputs as of Ddmam31, 2010 and 2009. See
"Note 5 -Derivative Instruments"” for additional information our derivatives, including a description of faneign currency hedgir
activities and related methodologies used to maf@gegn currency exchange rate risk. The fair galieasurement of our derivatives
was based on market prices that are generally wdislerfor similar assets or liabilities at commoglyoted intervals.
Other Financial Instruments

The carrying values and estimated fair vahfesur debt instruments as of December 31, 2012808 were as follows (in
millions):

December 31 December 31
2010 2009
Estimated Estimated
Carrying Fair Carrying Fair
Value Value Value Value
7.20% Debenture $148.9 $165.0 $148.9 $155.9
6.36% Bonds, including current maturit| 63.4 71.9 76.0 85.8
4.65% Bonds, including current maturit| 45.0 50.6 49.5 53.8

The estimated fair value of our 7.20% Debergwas determined using quoted market prices. 3tiveated fair values of our
6.36% Bonds and 4.65% Bonds were determined usirigcame approach valuation model. The estimatied/édue of our cash and
cash equivalents, receivables, trade payablesthied laabilities approximated their carrying valuesof December 31, 2010 and 2(

21



ENSCO | Impairment

In June 2010, we recorded a $12.2 million losmftbe impairment of ENSCO I, the only barge rigin fleet. The impairme
resulted from the adjustment of the rig’s carryuadue to its estimated fair value based on a chamger expectation that it is more-
likely-than-not that the rig will be disposed ofisificantly before the end of its estimated uséfal

We utilized an income approach valuation modekéstimate the price that would be received in exghaior the rig in a
orderly transaction between market participantsobgdune 30, 2010. The resulting exit price was welias the present va
of expected cash flows from the use and eventusdodition of the rig, using a risddjusted discount rate. Level 3 inputs v
significant to the overall fair value measuremehE&dSCO I, due to the limited availability of obsable market data for simil
assets.

9. BENEFIT PLANS
Non-Vested Share Awards

During 2005, our shareholders approved thes2Gihg-Term Incentive Plan (the "LTIP") to provifler the issuance of non-
vested share awards, share option awards and perfice awards. Under the LTIP, 10.0 million shareseweserved for issuance
awards to officers, noamployee directors and key employees who are irostipn to contribute materially to our grow
development and long-term success. The LTIP orlgipaovided for the issuance of naested share awards up to a maximum ¢
million new shares. In May 2009, our shareholdgigraved an amendment to the LTIP to increase theémuen number of non-
vested share awards from 2.5 million to 6.0 millioks of December 31, 2010, there were 2.3 milkbares available for issuanc¢
non-vested share awards under the LTIP. Mested share awards may be satisfied by delivengaly issued shares or by deliven
shares held by a subsidiary or affiliated entitphat Company's discretion.

Under the LTIP, grants of nomested share awards generally vest at rates of @(B8% per year, as determined by a comn
or subcommittee of the Board of Directors. Priothte adoption of the LTIP, novested share awards were issued under a prede
plan and generally vested at a rate of 10% per. ydlnon-vested share awards have voting and dividend rigffeestive on the date
grant. Compensation expense is measured usingdhetvalue of our shares on the date of granti@ngcognized on a straiglite
basis over the requisite service period (usuakyisting period).

The following table summarizes neasted share award related compensation expermsgniezed during each of the years in
three-year period ended December 31, 2010 (inans):

2010 2009 2008
Contract drilling $17.2 $16.¢ $11.¢
General and administratiy 13.¢ 11.4 7.€
Non-vested share award related compensation exj
included in operating expens 31.1 28.2 19.C
Tax benefit (6.9 (7.0) (4.7)
Total nor-vested share award related compens:
expense included in net incol $24.¢ $21.2 $14.:

The following table summarizes the value afi+vested share awards granted and vested duritgoédloe years in the three-
year period ended December 31, 2010:

2010 2009 2008
Weightec-average gra-date fair value o
nor-vested share awards granted (per st $35.8: $40.9: $67.9¢
Total fair value of no-vested share awar
vested during the period (in million $22.1 $18.6 $17.9
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The following table summarizes non-vested slaavard activity for the year ended December 310Z6hares in thousands):

Weighted-
Average

Grant-Date

Shares Fair Value
Non-vested as of January 1, 2C 1,811 $54.21
Grantec 62€ 35.81
Vestec (57€) 54.59
Forfeited (70) 51.75
Non-vested as of December 31, 2( 1,791 $47.75

As of December 31, 2010, there was $65.3 onilbf total unrecognized compensation cost relatawn-vested share awards,
which is expected to be recognized over a weighiestage period of 2.9 years.

Share Option Awards

Under the LTIP, share option awards ("optipmsay be issued to our officers, non-employee thirscand key employees who
are in a position to contribute materially to onowgth, development and long-term success. A maxirmilsmillion shares were
reserved for issuance as options under the LTIHo@gpgranted to officers and employees generaboine exercisable in 25%
increments over a four-year period or 33% incrementer a three-year period and, to the extentxercesed, expire on the seventh
anniversary of the date of grant. Options grantedioin-employee directors are immediately exercésaht, to the extent not
exercised, expire on the seventh anniversary ofi#ite of grant. The exercise price of options gr@ninder the LTIP equals the
market value of the underlying shares on the daggamt. As of December 31, 2010, options to pusehh 3 million shares were
outstanding under the LTIP and 4.1 million sharesenavailable for issuance as options. Upon opi@icise, issuance of shares may
be satisfied by delivery of newly issued sharelyodelivery of shares held by a subsidiary or @fld entity at the Company's
discretion.

The following table summarizes option relatemnpensation expense recognized during each oydhes in the thregea
period ended December 31, 2010 (in millions):

2010 2009 2008
Contract drilling $ .7 $ 1.7 $ 33
General and administratiy 2.8 3.7 5.0
Option related compensation expense include
operating expensi 3.5 54 8.3
Tax benefit (.6) (1.6) (2.3)
Total option related compensation expense inclt
in net income $2.9 $ 3.8 $ 6.0
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The fair value of each option is estimatedhmdate of grant using the Bla8icholes option valuation model. No options v
granted during the year ended December 31, 200® fdllowing weighted-average assumptions werézatll in the BlackSchole
model for each of the years in the two-year peeinded December 31, 2010:

2010 2009
Risk-free interest rat 1.8% 1.€%
Expected term (in year 4.C 3.€
Expected volatility 53.1% 53.2%
Dividend yield 4.1% 2%

Expected volatility is based on the historiealitility in the market price of our shares otlee period of time equivalent to the
expected term of the options granted. The expedetad of options granted is derived from historiesércise patterns over a period of
time equivalent to the contractual term of the apdi granted. We have not experienced significdfardnces in the historical exercise
patterns among officers, employees and non-empldiyeetors for them to be considered separatelyddwation purposes. The risk-
free interest rate is based on the implied yield 8. Treasury zero-coupon issues on the dateamft gvith a remaining term
approximating the expected term of the options tgen

The following table summarizes option activity fbe year ended December 31, 2010 (shares andsiatvalue in thousanc
term in years):

Weighted- Weighted-
Average Average
Exercise Contractual Intrinsic
Shares Price Term Value
Outstanding as of January 1, 2( 1,21% $4€.98
Grante( 16C 34.45
Exercisel (38) 37.26
Forfeitec (©)] 53.12
Expirec (12) 51.79
Outstanding as of December 31, 2( 1,321 $47.52 3.3 $9,915
Exercisable as of December 31, 2! 1,022 $4¢€.12 2.6 $6,036

The following table summarizes the value ofiaps granted and exercised during each of thesyiathe thregrear perior
ended December 31, 2010:

2010 2009 2008
Weightec-average gra-date fair value o
options granted (per sha $11.0¢ $17.17 $ -
Intrinsic value of options exercised duri
the year (in millions $ 4 $ 3.6 $25.5
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The following table summarizes information aboptions outstanding as of December 31, 2010¢sha thousands):

Options Outstanding Options Exercisable
Weighted-Average
Number Remaining Weighted-Average Number Weightec-Average

Exer ci se Prices Outstanding Contractual Life Exercise Price Exercisable Exercise Price
$23.12 - $34.45 294 4.1 years $34.03 134 $33.54
41.29- 47.12 380 3.2 years 45.10 311 45.94
50.09- 52.82 351 2.5 years 50.31 347 50.31
57.38- 60.74 296 3.4 years 60.71 230 60.71
1,321 3.3 years $47.52 1,022 $49.12

As of December 31, 2010, there was $2.9 millionotdl unrecognized compensation cost related tmg@ which is expectt
to be recognized over a weighted-average peridd6years.

Performance Awards

In November 2009, our Board of Directors appamendments to the LTIP which, among other thipgovide for a type of
performance award payable in Ensco shares, caslt@mnbination thereof upon attainment of specifiedormance goals based on
relative total shareholder return and absoluteratadive return on capital employed. The perforngagoals are determined by a
committee or subcommittee of the Board of Directdise LTIP provides for the issuance of up to aimaxn of 2.5 million new
shares for the payment of performance awardsf athach were available for the payment of performmawards as of December 31,
2010. Performance awards that are paid in Ensm@shmay be satisfied by delivery of newly issusates or by delivery of shares
held by a subsidiary or affiliated entity at thengmany's discretion.

Performance awards may be issued to certain ofofficers who are in a position to contribute mit#y to our growth
development and long-term success. Performancedavganerally vest at the end of a thyear measurement period basec
attainment of performance goals. Our performancardsvare classified as liability awards with congagion expense measured b
on the estimated probability of attainment of tpedfied performance goals and recognized on #&hktrline basis over the requis
service period. The estimated probable outcometainanent of the specified performance goals isbam historical experience ¢
any subsequent changes in this estimate are remmhas a cumulative adjustment to compensationicdste period in which tt
change in estimate occurs. The aggregate glatet-fair value of performance awards granted duei610 and 2009 totaled $
million and $12.1 million, respectively. The aggae fair value of performance awards vested d2dip totaled $2.4 million, all
which was paid in cash.

During the years ended December 31, 2010 @66,2ve recognized $9.9 million and $1.9 millioncompensation expense for
performance awards, respectively, which was inadudegeneral and administrative expense in our @laeted statements of incom
No performance award compensation expense wasmigeagduring the year ended December 31, 20080f B2cember 31, 201
there was $10.3 million of total unrecognized congadion cost related to unvested performance awatdsh is expected to be
recognized over a weighted-average period of larsye
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Savings Plans

We have profit sharing plans (the "Ensco Savinige'Pand the "Ensco Multinational Savings Plan")iethcover eligibli
employees, as defined. The Ensco Savings Plandesla 401(k) savings plan feature which allowgildé employees to make 1
deferred contributions to the plan. Contributiomsde to the Ensco Multinational Savings Plan mayay not qualify for tax defert
based on each plan participant's local tax requérgs

We generally make matching cash contributiortee profit sharing plans. We match 100% ofdhmeount contributed by the
employee up to a maximum of 5% of eligible saléfatching contributions totaled $5.0 million, $4.1llran and $5.0 million for the
years ended December 31, 2010, 2009 and 2008 ctesbe. Profit sharing contributions made int@ thlans require Board of
Directors approval and are generally paid in caste recorded profit sharing contribution provisiaris16.2 million, $14.2 million
and $16.6 million for the years ended Decembef810, 2009 and 2008, respectively. Matching cbatidns and profit sharing
contributions become vested in 33% increments w@oonpletion of each initial year of service with eintributions becoming fully
vested subsequent to achievement of three or neanes pf service. We have 1.0 million shares reskfor issuance as matching
contributions under the Ensco Savings Plan.

10. INCOME TAXES

Ensco Delaware, our predecessor company, aragided in the U.S. and subject to a statutorg @ft35% through
December 23, 2009, the effective date of the redtinagion. We were subject to the U.K. statutorg iaf 28% during 2010 and for
eight days of 2009. Our consolidated effective medax rate information for the years ended Decer@bge2009 and 2008 has been
presented from the perspective of an enterpriséaeah in the U.S.

We generated $90.5 million, $292.2 million and 437million of income from continuing operationsfdre income taxes
the U.S. and $554.0 million, $643.0 million and $3million of income from continuing operationsfdre income taxes in nod-S.
countries for the years ended December 31, 20109 2Ad 2008, respectively.

The following table summarizes componentdefgrovision for income taxes from continuing opieras for each of the
years in the three-year period ended December@1) @n millions):

2010 2009 2008
Current income tax expens

U.S. $ 9.¢ $ 71 $103.°
Nor-U.S. 71.€ 87.€ 114.¢
81.7 159.t 218.c

Deferred income tax expense (bene
U.S. 15.2 20.5 13.€
Nor-U.S. (.9) - (9.9
14.2 20.5 4.1
Total income tax expen: $96.( $180.( $222.¢
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The following table summarizes significant compuiseof deferred income tax assets (liabilitiespfiBecember 31, 2010 a
2009 (in millions):

2010 2009
Deferred tax asset
Deferred revent $ 28.¢ $ 34.
Employee benefits, including sh-based compensatic 21.1 25.€
Othel 10.¢ 18.2
Total deferred tax asst 60.¢ 78.C
Deferred tax liabilities
Property and equipme (335.¢) (348.9
Intercompany transfers of prope (35.9 (45.5)
Deferred cost (24.5 (23.5)
Othel (14.3) (7.7
Total deferred tax liabilitie (409.6) (425.6)
Net deferred tax liabilit $(348.7) $(347.¢)
Net current deferred tax as: $ 9.: $ 29.
Net noncurrent deferred tax liabili (358.0) (377.9)
Net deferred tax liabilit $(348.7) $(347.¢)

The realization of certain of our deferred taxedsss dependent on generating sufficient taxaidere during future perio
in various jurisdictions in which we operate. Altlgh realization of certain of our deferred tax &s$® not assured, we believe i
more-likely-thannot that our deferred tax assets will be realiZHte amount of deferred tax asset considered réddizzould b
reduced in the near-term if estimates of futurelde income were reduced.

Subsequent to our redomestication to the U.K. @ddnber 2009, we reorganized our worldwide operatiovhich includer
among other things, the transfer of ownership @ésa of our drilling rigs among our subsidiaries.

The decline in our 2010 consolidated effecti@me tax rate to 14.9% from 19.2% in the priearywas primarily due tthe
aforementioned transfer of drilling rig ownershipdonnection with the reorganization of our worldevioperations, which resultec
an increase in the relative components of our egengenerated in tax jurisdictions with lower taxes, and an $8.8 million non-
recurring current income tax expense incurred @ugii09 in connection with certain restructuringiatiés undertaken immediate
following our redomestication to the U.K. The iease in our 2009 consolidated effective incomeagxto 19.2% from 17.4% in t
prior year was primarily related to the aforememid non-recurring current income tax expense iecuduring 2009.
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Our consolidated effective income tax rate cmmtinuing operations for each of the years in tiheeyear period ende
December 31, 2010, differs from the U.K. or U.@tsory income tax rates as follows:

2010 2009 2008

Statutory income tax ra 28.(% 35.(% 35.(%
Non-U.K./U.S. taxes (18.4) (17.¢ (19.2
Amortization of deferred charges

associated with intercompany rig se 2.7 1.8 1.3
Redomestication related income ta .0 .9 -
Net (benefit) expense in connection with resolui

of tax issues and adjustments relating to préars (.5) (.9) .5
Other 3.1 -- (.2)
Effective income tax rat 14.%% 19.2% 17.4%

Unrecognized Tax Benefits

Our tax positions are evaluated for recognitising a more-likely-than-not threshold, and th@asepositions requiring
recognition are measured as the largest amouakdfeanefit that is greater than 50% likely of beieglized upon effective settlement
with a taxing authority that has full knowledgeatifrelevant information. As of December 31, 20d@,had $13.7 million of
unrecognized tax benefits, of which $11.0 millioauld impact our consolidated effective income tabe iif recognized. A
reconciliation of the beginning and ending amouniroecognized tax benefits for the years endecebeer 31, 2010 and 2009 is as
follows (in millions):

2010 2009
Balance, beginning of ye: $17.€ $26.¢
Increases in unrecognized tax benefits as dtresu
of tax positions taken during the currentry 1.C 2.C
Increases in unrecognized tax benefits as dtresu
of tax positions taken during prior ye - -
Decreases in unrecognized tax benefits as # resu
of tax positions taken during prior ye (.2 (2.7
Settlements with taxing authoriti - (8.7)
Lapse of applicable statutes of limitatic 1.9 (.8)
Impact of foreign currency exchange ré (3.9 1.C
Balance, end of ye: $13.7 $17.€
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Accrued interest and penalties totaled $12.0 omilind $15.8 million as of December 31, 2010 ar@p26espectively, and we
included in other liabilities on our consolidatedldnce sheets. We recognized net expense of $1libmand $3.3 million and n
benefits of $6.8 million associated with interestl genalties during the years ended December 30, 209 and 2008, respectivi
Interest and penalties are included in currentrimetax expense in our consolidated statement ofiec

Tax years as early as 2003 remain subject to ewdion in the tax jurisdictions in which we operhté/e participate in the U.
Internal Revenue Service's Compliance AssuranceeBsovhich, among other things, provides for tkeltgion of tax issues in a
timely manner and generally eliminates the needefogthy post-filing examinations. Our 2009 and@U.S. federal tax returns
remain subject to examination.

During 2010, statutes of limitations applicablectrtain of our tax positions lapsed resulting ifila3 million decline in unrecognized
benefits and a $2.5 million net income tax benéfitlusive of interest and penalties.

During 2009, in connection with the audit oiop year tax returns, we reached a settlement thightax authority in one of our
non-U.S. jurisdictions which resulted in an $8.Tiom reduction in unrecognized tax benefits arat million net income tax
benefit, inclusive of interest and penalties.

During 2008, in connection with an examinatidra prior period tax return, we recognized a $6idion liability for
unrecognized tax benefits associated with cergairpbsitions taken in prior years, which resultedn $8.9 million net income tax
expense, inclusive of interest and penalties.

During 2008, statutes of limitations applicablecrtain of our tax positions lapsed resulting iI$29 million decline i
unrecognized tax benefits and an $11.5 millionimeame tax benefit, inclusive of interest and ptesl

Statutes of limitations applicable to certain af ¢ax positions will lapse during 2011. Therefdtds reasonably possible tl
our unrecognized tax benefits will decline durifg thext twelve months by $3.9 million, which inadsd$2.0 million of accrus
interest and penalties.

Intercompany Transfer of Drilling Rigs

Subsequent to our redomestication to the U.K. @eddnber 2009, we reorganized our worldwide operatiavhich includer
among other things, the transfer of ownership @ésa of our drilling rigs among our subsidiariegidg 2010 and 2009.

In April and December of 2010, we transferred oshi of several of our drilling rigs among certainour subsidiaries, all

which are resident in the same tax jurisdiction enatlded in a consolidated tax return. We incdime income tax liability associal
with gains and losses realized on the intercompamsfers by the selling subsidiaries.
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In December 2009, we transferred ownership of f@uour drilling rigs among two of our subsidiarieEhe income te
liability associated with the gain on the interc@amp transfer totaled $30.8 million and was paidh®y selling subsidiary during 20:
The related income tax expense was deferred abdiigy amortized on a straiglie basis over the remaining useful lives of
associated rigs, which range from 29 to 30 yeamil&ly, the tax effects of $45.6 million of rexsng temporary differences of 1
selling subsidiary were also deferred and are baingrtized on the same basis and over the samedpeas described above.

As of December 31, 2010 and 2009, the unarsattbalance associated with deferred chargesdomie taxes incurred in
connection with intercompany transfers of drillings totaled $74.6 million and $99.0 million, respeely, and was included in other
assets, net, on our consolidated balance sheetentincome tax expense for the years ended Dese&ih 2010, 2009 and 2008
included $24.4 million, $23.1 million and $23.1 laih, respectively, of amortization of income taxesurred in connection with
intercompany transfers of drilling rigs.

As of December 31, 2010 and 2009, the defdeedlability associated with temporary differesad transferred drilling rigs
totaled $35.2 million and $45.5 million, respecliyeand was included in deferred income taxes arconsolidated balance sheets.
Deferred income tax expense for the years endedrbleer 31, 2010, 2009 and 2008 included benefi#6f3 million, $7.0 million
and $7.2 million, respectively, of amortizationdsfferred reversing temporary differences associatttdintercompany transfers of
drilling rigs.

Undistributed Earnings

We do not provide deferred taxes on the untiged earnings of Ensco Delaware because ourypatid intention is to
reinvest such earnings indefinitely or until suichet that they can be distributed in a tax-free neanWe do not provide deferred taxes
on the undistributed earnings of Ensco Delawa@sW.S. subsidiaries because our policy and irtari to reinvest such earnings
indefinitely. Furthermore, both our U.S. and rdrs. subsidiaries have significant net assetsidityy contract backlog and other
financial resources available to meet their operati and capital investment requirements and otiserallow management to contir
to maintain its policy of reinvesting the undistribd earnings of Ensco Delaware and Ensco Delasvaoe-U.S. subsidiaries
indefinitely.

As of December 31, 2010, the aggregate urildlised earnings of Ensco Delaware and Ensco Deksvaon-U.S.
subsidiaries totaled $2,138.0 million and were fimiiely reinvested. Should we make a distributinrihe form of dividends or
otherwise, we may be subject to additional incoaxes$. The unrecognized deferred tax liability eslab the undistributed earnings
Ensco Delaware and Ensco Delaware's non-U.S. sabieglwas $517.6 million as of December 31, 2010.
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11. DISCONTINUED OPERATIONS
Rig Sales

We sold jackup rig ENSCO 60 in November 20410425.7 million and recognized a pige¢ gain of $5.7 million, which wi
included in gain on disposal of discontinued operat net, in our consolidated statement of incdonghe year ended December
2010. The rigs net book value and inventory and other asseth®ulate of sale totaled $20.0 million. ENSCO @erating resul
were reclassified to discontinued operations in @amsolidated statements of income for each ofy#aes in the thregear perio
ended December 31, 2010 and previously were indludthin our Jackup operating segment.

In April 2010, we sold jackup rig ENSCO 57 for $#illion, of which a deposit of $4.7 million wasceived in Decemb
2009. We recognized a ptax gain of $17.9 million in connection with thesgdosal of ENSCO 57, which was included in gai
disposal of discontinued operations, net, in oursotidated statement of income for the year endeceBiber 31, 2010. The righe
book value and inventory and other assets on tte afesale totaled $29.2 million. ENSCO 57 opegtiesults were reclassified
discontinued operations in our consolidated statesnef income for each of the years in the threar period ended December
2010 and previously were included within our Jackpprating segment.

In March 2010, we sold jackup rigs ENSCO 50 andSER 51 for an aggregate $94.7 million, of whichepakit of $4.
million was received in December 2009. We recoghiae aggregate ptex gain of $33.9 million in connection with thesgosals ¢
ENSCO 50 and ENSCO 51, which was included in gairdigposal of discontinued operations, net, inaansolidated statement
income for the year ended December 31, 2010. Wherigs' aggregate net book value and inventory @hdr assets on the date
sale totaled $60.8 million. ENSCO 50 and ENSCO pdrating results were reclassified to discontinogerations in our consolidat
statements of income for each of the years intiheelyear period ended December 31, 2010 and previauste included within ot
Jackup operating segment.

ENSCO 69

From May 2007 to June 2009, ENSCO 69 was conttdct®etrosucre. In January 2009, we suspendiidgioperations o
ENSCO 69 after Petrosucre failed to satisfy itstiamtual obligations and meet commitments relativéhe payment of past ¢
invoices. Petrosucre then took over complete confr&NSCO 69 drilling operations utilizing Petr@asa employees and a portior
the Venezuelan rig crews we had utilized. In J20@9, we terminated our contract with Petrosucaeramoved all remaining Ens
employees from the rig.

Due to Petrosucre's failure to satisfy its coritracobligations and meet payment commitments, iarmbnsideration of tt
Venezuelan government's nationalization of certsisets owned by other international oil and gaspemes and oilfield servii
companies, we concluded it was remote that ENSC®@difld be returned to us by Petrosucre and opeesjath by Ensco. Therefo
we recorded the disposal of ENSCO 69 during 20@Praalassified its operating results to discontthaperations.

On August 24, 2010, possession of ENSCO 69 wasned to Ensco. Due to the return of ENSCO 69 fRetrosucre ar
our ability to significantly influence the futurgoerations of the rig and to incur significant fiturash flows related to those operat
until the pending insurance claim is resolved andsibly thereafter, ENSCO 69 operating results wenassified to continuir
operations for each of the years in the three-gedod ended December 31, 2010.

There can be no assurances relative to the recafeoutstanding contract entitlements, insurareeovery and relat
pending litigation or the imposition of customs idatin relation to the rig's recent presence in éZeela. See “Note 12
Commitments and Contingenciefgt additional information on contractual matténsurance and legal proceedings related to EN
69.
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ENSCO 74

In September 2008, ENSCO 74 was destroyed asili oéd1urricane ke and the rig was a total lass defined under the ter
of our insurance policies. The operating resultENSCO 74 were reclassified to discontinued opanatin our consolidated statenr
of income for the year ended December 31, 200& "Nete 12 -Commitments and Contingencies" for additional infation on th
loss of ENSCO 74 and associated contingencies.

The following table summarizes income fromcdiginued operations for each of the years in tiveetyear period ende
December 31, 2010 (in millions):

2010 2009 2008
Revenue! $12.t $83.( $244.(
Operating expense¢ 17.1 54.2 89.:
Operating (loss) income before income ta (4.€) 28.¢ 154.7
Income tax (benefit) expen (3.9) (.5) 27.¢
Gain (loss) on disposal of discontinued operatiors 38.¢ -- (23.5)
Income from discontinued operatic $37.4 $29.¢ $103.«

Debt and interest expense are not allocatedtaliscontinued operations.
12. COMMITMENTS AND CONTINGENCIES
Leases

We are obligated under leases for certairuofoffices and equipment. Rental expense relatrgperating leases was $15.9
million, $14.2 million and $13.9 million during theears ended December 31, 2010, 2009 and 200&atésgly. Future minimum
rental payments under our noncancellable operdgige obligations are as follows: $8.2 million dgr2011; $3.8 million during
2012; $2.5 million during 2013; $2.1 million duri2@®14 and $7.4 million thereafter.

Capital Commitments

The following table summarizes the aggregatdractual commitments related to our three ENS6@&eries® rigs currently
under construction as of December 31, 2010 (inong):

2011 $ 435.¢
2012 223.¢
Total $659.:

In February 2011, we entered into agreementohstruct two ultrdrigh specification harsh environment jackup rigeshe
amounts disclosed above exclude construction diiggof $87.6 million for 2011 and $350.2 millifer 2013 related to these rigs.

In connection with the aforementioned agreememtsonstruct two new jackup rigs, we agreed withshipyard contractor
defer $340.0 million of contractual commitments diwging 2011 related to the construction of ENSCED®B and ENSCO 85I
until the rigs are delivered during the first anelcend half of 2012, respectively. The amounts dgsd above exclude 1
aforementioned deferral of contractual commitments.

The actual timing of these expenditures may vayeld on the completion of various construction stalees, which are, tc
large extent, beyond our control.
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Shareholder Class Actions

In February 2011, four shareholder class actiovsléts were brought on behalf of the holders ofi€rinternational, In
("Pride") common stock against Pride, Pride’s dimex and Ensco challenging Pridgdroposed merger with Ensco. The plaintifi
such actions generally allege that each membehefride board of directors breached his or hercfaty duties to Pride and
stockholders by authorizing the sale of Pride tedenfor what plaintiffs deem “inadequatetnsideration, Pride directly breacl
and/or aided and abetted the other defendafiejed breach of fiduciary duties and/or Ensceaidnd abetted the alleged breac
fiduciary duties by Pride and its directors. Thdawsuits generally seek, among other things, tmienthe defendants fro
consummating the merger on the agrepdn terms. At this time, we are unable to prettietoutcome of this matter or estimate
extent to which we may be exposed to any resuliatuity.

FCPA Internal Investigation

Following disclosures by other offshore servicenpanies announcing internal investigations invajvine legality of amoun
paid to and by customs brokers in connection véthgorary importation of rigs and vessels into Niegethe Audit Committee of o
Board of Directors and management commenced amaitévestigation in July 2007. The investigatimitially focused on ot
payments to customs brokers relating to the tenmpanaportation of ENSCO 100, our only rig that opied offshore Nigeria durii
the pertinent period.

As is customary for companies operating offshoigeNa, we had engaged independent customs brédgsocess custor
clearance of routine shipments of equipment, malteand supplies and to process the ENSCO 100 tamypwonportation permit
extensions and renewals. One or more of the cushwakers that our subsidiary in Nigeria used tcaobthe ENSCO 100 tempor:
import permits, extensions and renewals also pealitthis service to other offshore service compattiat have undertaken Fore
Corrupt Practices Act ("FCPA") compliance interimadestigations.

The principal purpose of our investigation waglatermine whether any of the payments made to ayupycustoms broke
were inappropriate under the ahtibery provisions of the FCPA or whether any vimas of the recordkeeping or internal accour
control provisions of the FCPA occurred. Our Audidmmittee engaged a Washington, D.C. law firm witificant experience
investigating and advising upon FCPA matters tisassthe internal investigation.

Following notification to the Audit Committeend to KPMG LLP, our independent registefgablic accounting firm, i
consultation with the Audit Committee's externajdecounsel, we voluntarily notified the United t8& Department of Justice ¢
SEC that we had commenced an internal investigaitdm expressed our intention to cooperate with lagincies, comply with ths
directives and fully disclose the results of thgeistigation. The internal investigation process im®lved extensive reviews
documents and records, as well as production tcathleorities, and interviews of relevant personheladdition to the tempora
importation of ENSCO 100, the investigation hasnexed our customs clearance of routine shipmendsimmigration activities i
Nigeria.

Our internal investigation has essentially beemctaled. Discussions were held with the authortibeseview the results of t
investigation and discuss associated matters d@f6g and the first half of 2010. On May 24, 2048, received notification from t
SEC Division of Enforcement advising that it doest mtend to recommend any enforcement action. é&Xject to receive
determination by the United States Department sficdel in the near-term.
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Although we believe the United States Departméniustice will take into account our voluntary déstre, our cooperatit
with the agency and the remediation and compliardencement activities that are underway, we aablarto predict the ultime
disposition of this matter, whether we will be dped with violation of the antiribery, recordkeeping or internal accounting col
provisions of the FCPA or whether the scope ofitivestigation will be extended to other issues igexa or to other countries. \
also are unable to predict what potential correctheasures, fines, sanctions or other remediasyifthe United States Departmer
Justice may seek against us or any of our employees

In November 2008, our Board of Directors approwsthanced FCPA compliance recommendations issuethéyAudi
Committee's external legal counsel, and the Compantyarked upon an enhanced compliance initiatigeititluded appointment o
Chief Compliance Officer and a DirectoCorporate Compliance. We engaged consultantsstetas in implementing the complial
recommendations approved by our Board of Directatdgch include an enhanced compliance policy, iasee training and testit
prescribed contractual provisions for our servicevjglers that interface with foreign governmenti@#ils, due diligence for ti
selection of such service providers and an incek@empanywide awareness initiative that includes periodgu@ance of FCP
Alerts.

Since ENSCO 100 completed its contract commitment @geparted Nigeria in August 2007, this mattemas expected 1
have a material effect on or disrupt our currer¢rapions. As noted above, we are unable to preédéctoutcome of this matter
estimate the extent to which we may be exposedyaesulting potential liability, sanctions or sificant additional expense.

ENSCO 74 Loss

In September 2008, ENSCO 74 was lost as a re§ifiuaricane lke in the Gulf of Mexico. Portions @§ legs remaine
underwater adjacent to the customer's platform,vemadonducted extensive aerial and sonar recoraraissbut did not locate the
hull. The rig was a total loss, as defined undertétms of our insurance policies.

In March 2009, the sunken rig hull of ENSCO 74 \wasted approximately 95 miles from the origingllicig location when i
was struck by an oil tanker. As an interim meastive wreckage was appropriately marked, and the Co@st Guard issued a Not
to Mariners. During the fourth quarter of 2010ewk removal operations on the sunken rig hull ofSEXD 74 were completed. As
December 31, 2010, wreckage and debris removas tast been incurred and paid by Ensco totaling82filion related to remov
of the hull, substantially all of which has beenaeered through insurance without any additiontrriéon.

We believe it is probable that we are requiredetmave the leg sections of ENSCO 74 remaining adjdcethe customel
platform because they may interfere with the custtsrfuture operations, in addition to the remafaielated debris. We estimate
leg and related debris removal costs to range $2i0 million to $35.0 million. We expect the co$tremoval of the legs and rela
debris to be fully covered by our insurance withany additional retention.

Physical damage to our rigs caused by a hurridheegssociated "sue and labor" costs to mitidegernsured loss and remoy
salvage and recovery costs are all covered by mpepty insurance policies subject to a $50.0 oillper occurrence selfsurec
retention. The insured value of ENSCO 74 was $16dllion, and we have received the net $50.0 omlldue under our policy f
loss of the rig.
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Coverage for ENSCO 74 sue and labor costs andkagecand debris removal costs under our propestyramce policies
limited to $25.0 million and $50.0 million, respieely. Supplemental wreckage and debris removakrage is provided under ¢
liability insurance policies, subject to an annaggiregate limit of $500.0 million. We also haveuatomer contractual indemnificati
that provides for reimbursement of any ENSCO 74ckaige and debris removal costs that are not reedvender our insuran
policies.

A $21.0 million liability, representing the low @rof the range of estimated leg and related delerisoval costs, and
corresponding receivable for recovery of thoseswsts recorded as of December 31, 2010 and inclindectrued liabilities and ott
and other assets, net, on our consolidated bakiress.

In March 2009, we received notice from legal calmepresenting certain underwriters in a subrogatiaim alleging thi
ENSCO 74 caused a pipeline to rupture during Hangclke. In September 2009, civil litigation wilsd seeking damages for
cost of repairs and business interruption in anwarmh excess of $26.0 million. Based on informataurrently available, primari
the adequacy of available defenses, we have notumed that it is probable a liability exists withspect to this matter.

In March 2009, the owner of the oil tanker thatisk the hull of ENSCO 74 commenced civil litigatiagainst us seeki
monetary damages of $10.0 million for losses iredinvhen the tanker struck the sunken hull of ENS@OBased on informati
currently available, primarily the adequacy of ¢éaalie defenses, we have not concluded that itdbadsle a liability exists with resps
to this matter.

We filed a petition for exoneration or limitatiarf liability under U.S. admiralty and maritime law September 2009. T
petition seeks exoneration from or limitation cdHility for any and all injury, loss or damage cadisoccasioned or occurred
relation to the ENSCO 74 loss in September 200@. dliner of the tanker that struck the hull of ENSZDand the owners of fc
subsea pipelines have presented claims in the eadom@limitation proceedings. The matter is saled for trial in March 2012.

We have liability insurance policies that provim®/erage for claims such as the tanker and pipelaims as well as remoy
of wreckage and debris in excess of the properyramce policy sublimit, subject to a $10.0 millipar occurrence seifisurec
retention for thirdparty claims and an annual aggregate limit of $80@illion. We believe all liabilities associatedtivthe ENSCO 7
loss during Hurricane lke resulted from a singleustence under the terms of the applicable ins@aoticies. However, legal coun
for certain liability underwriters have asserteattithe liability claims arise from separate occuoces. In the event of multif
occurrences, the self-insured retention is $15I0omifor two occurrences and $1.0 million for eamtturrence thereafter.

Although we do not expect final disposition of taims associated with the ENSCO 74 loss to havatarial adverse effe
upon our financial position, operating results astt flows, there can be no assurances as to thmtdtoutcome.
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ENSCO 69

We have filed an insurance claim under our packagiy, which includes coverage for certain pobfi risks, and a
evaluating legal remedies against Petrosucre fotractual and other ENSCO 69 related damages. ENGCi@as an insured value
$65.0 million under our package policy, subjecat®10.0 million deductible.

In September 2009, legal counsel acting for thek@ge policy underwriters denied coverage undemptdekage policy ar
reserved rights. In March 2010, we commencedadlitign to recover on our political risk package pplclaim. Our lawsuit see
recovery under the policy for the loss of ENSCQa68 includes claims for wrongful denial of coverageeach of contract, breact
the Texas insurance code, failure to timely resporttie claim and bad faith. Our lawsuit seeks alalamages in the amount of $£
million (insured value of $65.0 million less a $0nillion deductible), punitive damages and attgshdéees. In July 2010, we agrt
with underwriters to submit the matter to arbitati

We were unable to conclude that collection of insge proceeds associated with ENSCO 69 was pmlaabbf Decemb
31, 2010. Accordingly, no ENSCO 69 related insueareceivables were recorded on our consolidatezhbelsheet as of Decem
31, 2010. See "Note 11 - Discontinued Operatioasatiditional information on ENSCO 69.

ENSCO 29 Wreck Removal

A portion of the ENSCO 29 platform drilling rig wdost over the side of a customer's platform assalt of Hurrican
Katrina during 2005. Although beneficial ownerslapENSCO 29 was transferred to our insurance undiems when the rig wi
determined to be a total loss, management belieemay be legally required to remove ENSCO 29 wagekand debris from t
seabed and currently estimates the removal co$ll cange from $5.0 million to $15.0 million. Ourggperty insurance policies inclu
coverage for ENSCO 29 wreckage and debris remaatbaip to $3.8 million. We also have liability unance policies that provi
specified coverage for wreckage and debris remoasts in excess of the $3.8 million coverage predidnder our property insural
policies.

Our liability insurance underwriters have issuetlers reserving rights and effectively denyingerage by questioning t
applicability of coverage for the potential ENSCO ®reckage and debris removal costs. During 208¥ commenced litigatic
against certain underwriters alleging breach oftreat, wrongful denial, bad faith and other claimbich seek a declaration tl
removal of wreckage and debris is covered underliahility insurance, monetary damages, attornéess and other remedies. ~
matter is scheduled for trial in April 2011.

While we anticipate that any ENSCO 29 wreckage @deloris removal costs incurred will be largely aliyf covered br

insurance, a $1.2 million provision, representihg portion of the $5.0 million low end of the rangfeestimated removal cost
believe is subject to liability insurance coveragas recognized during 2006.
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Asbestos Litigation

During 2004, we and certain current and forswdssidiaries were named as defendants, alongnwitierous other thirgarty
companies as co-defendants, in three npatiy lawsuits filed in Mississippi. The lawsuiught an unspecified amount of mone
damages on behalf of individuals alleging persamaty or death, primarily under the Jones Act,partedly resulting from expost
to asbestos on drilling rigs and associated fagslitluring the period 1965 through 1986.

In compliance with the Mississippi Rules ofviCiProcedure, the individual claimants in the ama) multi-party lawsuit
whose claims were not dismissed were orderedeacefther new or amended single plaintiff complamasing the specific defendant
(s) against whom they intended to pursue clainssaAesult, out of more than 600 initial myddrty claims, we have been named
defendant by 65 individual plaintiffs. Of theseigla, 62 claims or lawsuits are pending in Missigsigtate courts and three
pending in the U.S. District Court as a resulthait removal from state court.

To date, written discovery and plaintiff deposgisohave taken place in eight cases involving usiléAseveral cases he
been selected for trial during 2011, none of theesgpending against us in Mississippi state caerirecluded within those selec
cases.

We intend to continue to vigorously defend agathsse claims and have filed responsive pleadingsepving all defens
and challenges to jurisdiction and venue. Howedisicovery is still ongoing and, therefore, avakalsiformation regarding the nati
of all pending claims is limited. At present, wennat reasonably determine how many of the claimarag have valid claims unc
the Jones Act or estimate a range of potentiailitiglexposure, if any.

In addition to the pending cases in Mississippg ave two other asbestos or lung injury claimsdpenagainst us
litigation in other jurisdictions. Although we dmnhexpect the final disposition of the Mississigwid other asbestos or lung inj
lawsuits to have a material adverse effect uponfinancial position, operating results or cash #pwhere can be no assurances
the ultimate outcome of the lawsuits.

Working Time Directive

Legislation known as the U.K. Working Time Diredi("WTD") was introduced during 2003 and may bpliapble to ou
employees and employees of other drilling contractbat work offshore in U.K. territorial waters iorthe U.K. sector of the Noi
Sea. Certain trade unions representing offshord@mes have claimed that drilling contractors arein compliance with the WTD
respect of paid time off (vacation time) for empeyg working offshore on a rotational basis (geheegjual time working and off).

A Labor Tribunal in Aberdeen, Scotland, renderetisions in claims involving other offshore dritlircontractors ar
offshore service companies in February 2008. Thieufial decisions effectively held that employersotiEhore workers in the U.
sector employed on an equal time on/time off rotatire obligated to accord such rotating persotw@weeks annual paid time «
from their scheduled offshore work assignment gkerigoth sides of the matter, employee and emplgyaups, appealed the Tribu
decision. The appeals were heard by the Employdepéeal Tribunal ("EAT") in December 2008.

In an opinion rendered in March 2009, the EAT dateed that the time off work enjoyed by U.K. offsk oil and ge
workers, typically 26 weeks per year, meets thewrhof annual leave employers must provide to eggs#e under the WTD. T
employer group was successful in all argumentsppeal, as the EAT determined that the statutoriglement to annual leave une
the WTD can be discharged through normal field bi@a@angements for offshore workers. As a consetpiefthe EAT decision, i
equal time on/time off offshore rotation has beeerded to be fully compliant with the WTD. The eaygle group (led by a tra
union) was granted leave to appeal to the highestoourt in Scotland (the Court of Session). Aahing on the appeal occurre(
June 2010, and a decision was rendered in OctdlidY ix favor of the employer group. The employesig has appealed to the U
Supreme Court, and a hearing is scheduled in Ocfihfl.
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Based on information currently available, we do eéxpect the ultimate resolution of these mattersave a material adve
effect on our financial position, operating reswitsash flows.

Other Matters

In addition to the foregoing, we are named defatglén certain other lawsuits, claims or proceesliimgridental to ot
business and are involved from time to time asigmio governmental investigations or proceedimgduding matters related
taxation, arising in the ordinary course of busingdthough the outcome of such lawsuits or othexcpedings cannot be predic
with certainty and the amount of any liability threduld arise with respect to such lawsuits or offrecceedings cannot be predic
accurately, we do not expect these matters to Aawmaterial adverse effect on our financial posijtmperating results or cash flows.

13. SEGMENT INFORMATION

In connection with the Merger and resultingnagement reorganization, we evaluated our therent core assets ¢
operations and organized them into three segmergsdbon water depth operating capabilities. Acooigj we now consider o
business to consist of three reportable segmehit®depwater, which consists of our rigs capabldridling in water depths of 4,5
feet or greater, (2) Midwater, which consists of semisubmersible rigs capable of drilling in wadepths of 4,499 feet or less and
Jackup, which consists of our jackup rigs capalbleparating in water depths up to 400 feet. Eaclwfthree reportable segme
provides one service, contract drilling. We alssmmne barge rig, which is included in "Other."

As a result of our reorganization to three refmeaegments, we retrospectively reclassified gmrent information include
herein to conform to the post-Merger presentatiBeclassified segment information for each of tearg in the thregear perior
ended December 31, 2010 is presented below (imomsgl. General and administrative expense and dgpien expense incurred
our corporate office are not allocated to our ofiegesegments for purposes of measuring segmematpg income and were incluc
in "Reconciling Iltems." We measure segment agsefgoperty and equipment.

Year Ended December 31, 2010

Operating
Segments  Reconciling  Consolidated
Deepwater Midwater  Jackup Other Total Items Total
Revenue! $ 475.: $ - $1,221.( $ - $1,696.! $ - $1,696.8
Operating expenses
Contract drilling (exclusive
of depreciation 176.1 - 578.2 13.¢ 768.1 - 768.1
Depreciatior 44.¢ - 167.¢ 2.4 215.( 1.3 216.3
General and administrati - - -- - -- 86.1 86.1
Operating income (los: $ 254. $ - $ 475 $(16.2) $ 713’ $(87.9) $ 626.3
Property and equipment, r $2,866. $ - $2,165.. $14.¢ $5,046.( $ 3¢ $5,049.9
Capital expenditure 632.t - 238.7 - 871. 4.1 875.3
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Year Ended December 31, 2009

Operating
Segments  Reconciling  Consolidated
Deepwater Midwater  Jackup Other Total Items Total
Revenue! $ 254.. $ - $1,634.¢ $ -- $1,888.! $ - $1,888.9
Operating expenses
Contract drilling (exclusive
of depreciation 108.1 - 599.( 1.¢ 709.( - 709.0
Depreciatior 22.2 - 162.¢ 3.1 188.2 1.3 189.5
General and administrati - - -- - -- 64.C 64.0
Operating income (los: $ 123. $ - $ 872! $5B.0 $ 991 $(65.9) $ 926.4
Property and equipment, r $2,243.: $ - $2,200.¢ $28.¢ $4,472.¢ $ 4. $4,477.3
Capital expenditure 644.4 - 209.¢ 3 854.k 2.7 857.2
Year Ended December 31, 2008
Operating
Segments Reconciling  Consolidated
Deepwater Midwater  Jackup Other Total Items Total
Revenue! $ 84. $ - $2,144. $14.2 $2,242.( $ - $2,242.6
Operating expenses
Contract drilling (exclusive
of depreciation 31.2 - 696.5 8.€ 736.: - 736.3
Depreciatior 9.1 - 158.% 3.3 170.% 1.6 172.6
General and administrati -- -- -- -- -- 53.¢ 53.8
Operating income (los! $ 44 $ -  $1,289. $ 2.: $1,335.( $(55.9) $1,279.9
Property and equipment, r $1,641.: $ - $2,194. $32.2 $3,867 .- $ 3. $3,871.3
Capital expenditure 657.¢ - 103.2 .5 761.5 2.7 764.2

Information about Geographic Areas

As of December 31, 2010, our Deepwater opagategment consisted of four ultleepwater semisubmersible rigs locate

the U.S. Gulf of Mexico, one ultra-deepwater setmisarsible rig located in Singapore and three Wgapwater semisubmersible |
under construction in Singapore. Our Jackup opegategment consisted of 40 jackup rigs deployedanous locations throughc
Asia Pacific, Europe and Africa, and North and 8oAnerica. We also own one barge rig, which isuded in "Other."

Certain of our drilling rigs currently in the U.&ulf of Mexico have been or may be further affdcty the regulatol
developments and other actions that have or mampesed by the U.S. Department of the Interiorluding the regulations issued
September 30, 2010. The moratoriums/suspensionshilave been lifted), related Notices to Less&d3I(s"), delays in processil
drilling permits and other actions are being chagkd in litigation by Ensco and others. Utilizatiand day rates for certain of «
drilling rigs have been negatively influenced doerégulatory requirements and delays in our custshability to secure permil
Current or future NTLs or other directives and fafians may further impact our customers' abil@yobtain permits and commence
continue deepwater or shallow-water operationshan W.S. Gulf of Mexico.During the year ended December 31, 2010, revt
provided by our drilling operations in the U.S. Gof Mexico totaled $421.3 million, or 25% of ouortsolidated revenues. Of t
amount, 65% was provided by our deepwater driltapgrations in the U.S. Gulf of Mexico. Prolongedual or de facto delay
moratoria or suspensions of drilling activity ineth.S. Gulf of Mexico and associated new regulatéegislative or permittin
requirements in the U.S. or elsewhere could maleadversely affect our financial condition, opténg results or cash flows.
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For purposes of our geographic areas disagsuve attribute revenues to the geographic latatiwere such revenues are
earned and assets to the geographic location afrittiag rig as of the end of the applicable yeamr new construction projects, assets
are attributed to the location of future operaifdimnown or to the location of construction if to&#imate location of operation is
undetermined. Information by country for those daes that account for more than 10% of total rexsnor 10% of our long-lived
assets was as follows (in millions):

Revenues Lon¢lived Assets
2010 2009 2008 2010 2009 2008

United State: $ 421.3 $ 263.0 $ 461.4 $1,993.: $1,806.7 $1,663.6
Australia 225.3 188.7 97.0 194.¢ 175.0 274.4
United Kingdom 219.0 353.2 478.3 429.; 457.4 309.0
Mexico 179.8 159.5 53.9 259.: 229.3 41.2
Indonesie 56.8 72.3 254.2 134.€ 50.2 153.9
Singapore -- -- -- 1,235.¢ 720.1 550.5
Other countrie! 594.6 852.2 897.8 803.( 1,038.6 878.7

Total $1,696.8 $1,888.9 $2,242.6 $5,049.! $4,477.3 $3,871.3

14. SUPPLEMENTAL FINANCIAL INFORMATION
Consolidated Balance Sheet Information

Accounts receivable, net, as of December 8102nd 2009 consisted of the following (in mill&)n

2010 2009

Trade $209.¢ $310.:
Other 7.8 17.¢
217.7 328.(

Allowance for doubtful accoun (3.7 (3.9)
$214.¢ $324.¢

Other current assets as of December 31, 20d@@09 consisted of the following (in millions):

2010 2009
Inventory $ 56.¢ $ 53.C
Prepaid taxe 47 4 39.€
Deferred mobilization cos 19.7 29.C
Derivative asset 17.C 10.k
Prepaid expenst 12.¢ 13.€
Deferred tax asse 9.5 30.C
Other 8.5 11.C

$171.¢ $186.¢
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Other assets, net, as of December 31, 201Q@0@l consisted of the following (in millions):

2010

Prepaid taxes on intercompany transfers of proj $ 74.¢
Deferred mobilization cos 31.c
Wreckage and debris removal receival 26.€
Supplemental executive retirement plan as 23.C
Other 28.5
$184.:

Accrued liabilities and other as of DecembEr2010 and 2009 consisted of the following (inlianils):

2010
Personnel cos $ 58.(
Deferred revenu 48.1
Taxes 22.1
Wreckage and debris remoy 21.C
Other 19.1

$168.:

Other liabilities as of December 31, 2010 2669 consisted of the following (in millions):

2010
Deferred revenu $ 68.(
Unrecognized tax benefits (inclusive of interesd penalties 25.7
Supplemental executive retirement plan liabili 26.C
Other 19.7

$139.¢
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2009

$ 48.¢
89.C
97.5
50.c
23.4

$308.¢

2009

$ 51.:
33.4
21.C
15.1

$120.7



Consolidated Statement of Income Information

Repair and maintenance expense related tdnoamy operations for each of the years in the diyear period ende
December 31, 2010 was as follows (in millions):

2010 2009 2008

Repair and maintenance expe $120.( $120.¢ $111.«

Consolidated Statement of Cash Flows Infornmatio

Cash paid for interest and income taxes foh edi the years in the threear period ended December 31, 2010 was as fo
(in millions):

Interest, net of amounts capitaliz $ $ $
Income taxe: 171.¢ 152.¢ 327.

Capitalized interest totaled $21.3 millionp$2million and $21.6 million during the years edd@ecember 31, 2010, 2009
and 2008, respectively. Capital expenditure acsrtehling $39.7 million, $83.8 million and $105rillion for the years ended
December 31, 2010, 2009 and 2008, respectivelye ercluded from investing activities in our condated statements of cash flows.

Concentration of Credit Risk

We are exposed to credit risk relating to r@eeivables from customers, our cash and caslaquis and investments and
our use of derivatives in connection with the mamagnt of foreign currency exchange rate risk. Wimmize our credit risk relating
to receivables from customers, which consist priljaf major international, government-owned andeépendent oil and gas
companies, by performing ongoing credit evaluatiékie also maintain reserves for potential credisé&s, which to date have been
within management's expectations. We minimize oedit risk relating to cash and investments by &g on diversification and
quality of instruments. Cash balances are maindaimenajor, highly-capitalized commercial bankssa&quivalents consist of a
portfolio of high-grade instruments. Custody offttasd cash equivalents is maintained at severarrfinpncial institutions, and we
monitor the financial condition of those finandiastitutions. Substantially all of our investmentsre issued by state agencies and are
substantially guaranteed by the U.S. governmen¢iuRBELP. We minimize our credit risk relating be tcounterparties of our
derivatives by transacting with multiple, high-goatounterparties, thereby limiting exposure tdividual counterparties, and by
monitoring the financial condition of our counterties.

During the year ended December 31, 2010, two ouste provided a total of $421.4 million, or 259%,consolidated revenues wh
were attributable to our Deepwater and Jackup segmeDuring the year ended December 31, 2009, one cest@movided $249
million, or 13%, of consolidated revenues which avattributable to our Jackup segment. During & ¥nded December 31, 2(
no customer provided more than 10% of consolideggdnues.
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15. UNAUDITED QUARTERLY FINANCIAL DATA

The following table summarizes our unaudited aqerértconsolidated income statement data for thesyeaded December .
2010 and 2009 (in millions, except per share ang)unt

First Second Third Fourth
2010 Quarter Quarter Quarter Quarter Year
Operating revenue $448.¢ $411.« $428.: $408.t $1,696.¢
Operating expenst
Contract drilling (exclusive of depreciatic 182.¢ 206.( 194.1 185.¢ 768.1
Depreciatior 51.7 51.¢ 55.€ 57.1 216.<
General and administrati 20.€ 22.C 20.€ 22.€ 86.1
Operating incom: 193.¢ 131.t 158.( 142.¢ 626.:
Other income (expense), r 3.1 12.¢ 2.7 (.4) 18.2
Income from continuing operations before incomess 197.( 144.: 160.7 142.t 644.k
Provision for income taxe 35.C 22.4 26.7 11.€ 96.C
Income from continuing operatiol 162.( 121.¢ 134.C 130.¢ 548.t
Income (loss) from discontinued operations, 29.€ 6.C (1.9 3.7 37.4
Net income 191.¢ 127.¢ 132.1 134.: 585.¢
Net income attributable to noncontrolling intere (1.9 (1.€) (1.6) (1.9 (6.4)
Net income attributable to Ens $189.¢ $126.: $130.t $132.¢ $ 579.!
Earnings (loss) per sha- basic
Continuing operatior $ 1.10 $ .8 $ .9 $ .9 $ 3.8
Discontinued operatior .21 .04 (.01) .03 .2€
$ 1.3 $ .8¢ $ .9 $ { $ 4.0
Earnings (loss) per sha- diluted
Continuing operatior $ 1.1 $ .8 $ .9 $ .9 $ 3.8l
Discontinued operatior .21 .04 (.01 .03 .2€
$ 1.3¢ $ .8¢ $ .9 $ .9 $ 4.0
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First Second Third Fourth

2009 Quarter Quarter Quarter Quarter Year
Operating revenue $484.¢ $497 .4 $408.¢ $497.¢ $1,888.!
Operating expenst
Contract drilling (exclusive of depreciatic 161.t 196.2 175.¢ 175.¢ 709.(
Depreciatior 43.7 45.2 48.¢ 51.€ 189.t
General and administrati 12.C 16.C 13.€ 22.4 64.C
Operating incom: 267.¢ 239.¢ 171.C 248.( 926.4
Other income (expense), r 4.3 6.S 3.6 2.€ 8.E
Income from continuing operations before incomes 263.< 246.7 174.¢ 250.¢ 935.2
Provision for income taxe 52.2 47.€ 29.¢ 50.2 180.(
Income from continuing operatiol 211.1 198.¢ 145.( 200.: 755.2
Income from discontinued operations, 11.C 2.€ 5.E 9.¢ 29.%
Net income 222.] 201.¢ 150.¢ 210.z 784.%
Net income attributable to noncontrolling intere (1.4) (1.2) (1.2) (1.5) (5.2)
Net income attributable to Ens $220.% $200.: $149.° $208." $ 779.
Earnings per shar- basic
Continuing operatior $ 1.4¢ $ 1.3¢ $ 1.0 $ 1.4 $ 5.2
Discontinued operatior .08 .02 .04 .0€ .2C
$ 1.5¢ $ 1.4: $ 1.0¢ $ 1.4¢ $ 5.4
Earnings per shal- diluted
Continuing operatior $ 1.4¢ $ 1.3¢ $ 1.0: $ 1.4( $ 5.2
Discontinued operatior .08 .02 .04 .0€ .2C
$ 1.5¢ $ 1.4 $ 1.0t $ 1.4¢ $ 5.4t

16. SUBSEQUENT EVENT
Pending Merger with Pride

On February 6, 2011, Ensco plc entered into aneédment and Plan of Merger with Pride Internatiohat,, a Delawai
corporation (“Pride”), Ensco Delaware, and ENSCntdees LLC, a Delaware limited liability companydaan indirect, wholly-
owned subsidiary of Ensco (“Merger SubPursuant to the merger agreement and subject toothditions set forth therein, Mer
Sub will merge with and into Pride, with Pride ke surviving entity and an indirect, wholbywned subsidiary of Ensco. As a resu
the merger, each outstanding share of Psidemmon stock (other than shares of common steltkdirectly or indirectly by Ensc
Pride or any whollyawned subsidiary of Ensco or Pride (which will lzencelled as a result of the merger), those shatbsegpect t
which appraisal rights under Delaware law are pigpexercised and not withdrawn and other shardd Ime certain U.K. residents
determined by Ensco) will be converted into thérig receive $15.60 in cash and 0.4778 Ensco ADSder certain circumstanc
U.K. residents may receive all cash considerat®a eesult of compliance with legal requirements.
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We estimate that the total consideration to béveleld in the merger to be approximately $7,400i0ian, consisting o
$2,800.0 million of cash, the delivery of approxteig 86.0 million Ensco ADSs (assuming that no @&dnployee stock options
exercised before the closing of the merger) wittaggregate value of $4,550.0 million based on thsirg price of Ensco ADSs
$52.88 on February 15, 2011 and the estimatedvédire of $45.0 million of Pride employee stock op# assumed by Ensco. -
value of the merger consideration will fluctuatesdésé upon changes in the price of Ensco ADSs andidhgber of shares of Pri
common stock and employee options outstanding erclbising date. The merger agreement and the merger approved by tl
respective Boards of Directors of Ensco and Pridensummation of the merger is subject to the apraf the shareholders of En:
and the stockholders of Pride, regulatory approaatsthe satisfaction or waiver of various otharditions as more fully described
the merger agreement. Subject to receipt of requapprovals, it is anticipated that the closinghaf merger will occur during t
second quarter of 2011.

On February 6, 2011, we entered into a bridgamitment letter (the “Commitment Letterd)ith Deutsche Bank AG Caym
Islands Branch (“DBCI"), Deutsche Bank Securities.land Citigroup Global Markets Inc. (“Citi"Pursuant to the Commitme
Letter, DBCI and Citi have committed to provide23850.0 million unsecured bridge term loan faci(itye “Bridge Term Facility”Yo
fund a portion of the cash consideration in the gaer The Bridge Term Facility would mature 364 slagfter closing. Tt
commitment is subject to various conditions, inahgdthe absence of a material adverse effect aeRni Ensco having occurred,
maintenance by us of investment grade credit ratinige execution of satisfactory documentation atiter customary closil
conditions.

Shareholder Class Actions
Four shareholder class actions were brought oalbehthe holders of Pride International, Inc. aoon stock against Pric

Pride’s directors and Ensco plc and certain ofsitbsidiaries arising out of the proposed sale adePto Ensco. See “Note 12
Commitments and Contingencies” for additional infation on these shareholder class actions.
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Exhibit 99.Z

The following “Management’s Discussion and Bmse of Financial Condition and Results of Operas” should be read
conjunction with our consolidated financial statemseincluded in “ltem 8. Financial Statements &upplementary Data.Any
references to Notes in the following “Managemeiftiscussion and Analysis of Financial Condition &wesults of Operationgefel
to the Notes to Consolidated Financial Statememtkided in “ltem 8. Financial Statements and Seqmeintary Data”dttached ¢
Exhibit 99.1 to this Report).

As further discussed in Note 13 to our consoliddirancial statements, our consolidated finanstatements for all perio
presented herein have been updated to retrosplgcteftect the reorganization of our reportablersegts resulting from the mer
transaction with Pride International, Inc. (the 'fger") completed on May 31, 2011, pursuant to wiicide International became
indirect, whollyowned subsidiary of Ensco plc. This filing inclsdepdates only to the portions of Item 1, Item @ &em 8 o
the Form 10K that specifically relate to the updated segmeastidsures resulting from the Merger and reorgdiinsand does n
otherwise modify or update any other disclosuré$osth in the Form 10-K.

Iltem 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations
INTRODUCTION
Our Business

We are a leading provider of offshore contracllidg services to the oil and gas industry. We ocavrd operate a fleet of
drilling rigs, including 40 jackup rigs, five ultdeepwater semisubmersible rigs and one bargeAtglitionally, we have three ultra-
deepwater semisubmersible rigs and two uWlight specification harsh environment jackup rigsdem construction. We &
concentrated in premium jackup rigs, but are culyen the process of developing a fleet of ultieepwater semisubmersible rigs.
46 drilling rigs are located throughout the worltlaconcentrated in the major geographic regiomssid Pacific (which includes Asi
the Middle East and Australia), Europe and Afrasag North and South America.

We provide our drilling services to major imtational, governmentwned and independent oil and gas companies oray
rate" contract basis. Under day rate contractspreide a drilling rig and rig crews and receivéxe@d amount per day for drilling
well. Our customers bear substantially all of theikary costs of constructing the well and supjytdrilling operations, as well
the economic risk relative to the success of thik Weilling contracts are, for the most part, aded on a competitive bid basis. We
not provide "turnkey" or other risk-based drillisgrvices.

In May 2010, the U.S. Department of the Irteimplemented a sironth moratorium/suspension on certain drilling\étaes
in water depths greater than 500 feet in the U.df &f Mexico. The U.S. Department of the Interisubsequently issued NT
implementing additional safety and certificatiorquzements applicable to drilling activities in theS. Gulf of Mexico, impose
additional requirements with respect to developnat production activities in the U.S. Gulf of Mexiand has delayed the apprt
of applications to drill in both deepwater and &hatwater areas. On July 12, 2010, the U.S. Departrokthe Interior issued
revised moratorium/suspension on drilling in th&& UGulf of Mexico, which was lifted on October 12010 after the adoption
September 30, 2010 of new regulations relatindnéodesign of wells and testing of the integritynafibores, the use of drilling fluic
the functionality and testing of well control equoipnt, including thirdsarty inspections, minimum requirements for persd,
blowout preventers and other safety regulatiohss Uincertain what impact these new regulationg heve upon our operations
our customers' ability to obtain new drilling petsni

As a condition to lifting of the moratorium/susgem, the Bureau of Ocean Energy Management, Reéguland Enforceme
(the “BOEM”) was directed to require that each operator demeesthat it has in place written and enforceablar@ments th¢
ensure that containment resources are availablepgily in the event of a blowout and that the CHisdecutive Officer of eac
operator certify to the BOEM that the operator bamplied with applicable regulations. Before deewalrilling is resumed, ti
BOEM intends to conduct inspections of each deegmgiilling operation for compliance with regulat® including but not limited
the testing of blowout preventers. It is unclearewhhese requirements will be satisfied, due int fmathe limited staffing of tr
BOEM.

Certain of our drilling rigs currently in the U.&ulf of Mexico have been or may be further affdctey the regulatol
developments and other actions that have or mampesed by the U.S. Department of the Interiorluding the regulations issued
September 30, 2010. The moratoriums/suspensionshiave been lifted), related NTLs, delays in pssing drilling permits ai
other actions are being challenged in litigationHmnsco and others. Utilization and day rates fotage of our drilling rigs have be
negatively influenced due to regulatory requireraeartd delays in our customeadiility to secure permits. Current or future NTLr
other directives and regulations may further imgagt customers' ability to obtain permits and comoaeeor continue deepwater
shallow-water operations in the U.S. Gulf of Mexico



Operating results in our Deepwater segment imptalging 2010, partially offset by lower utilizaticand day rates incurred as a resu
the aforementioned regulatory developments and attt@ns imposed by the U.S. Department of theriot. ENSCO 7500 operated in Australi
a day rate of approximately $550,000 for the majaof the year and currently is undergoing an echarent project in order to commence dril
operations in Brazil under a two-andial year contract during the third quarter of 20ENSCO 8500 and ENSCO 8501 continued to op
under their longerm contracts in the U.S. Gulf of Mexico. ENSCQD85vas delivered in January 2010 and commencelihdribperations in tr
U.S. Gulf of Mexico under a shorym sublet agreement during the fourth quarte20if0. ENSCO 8503 was delivered in September 20di(s
expected to commence drilling operations in Fre@cliana under a shorérm sublet agreement during the first quarter@f12 ENSCO 8502 al
ENSCO 8503 are expected to commence drilling ojpersin the U.S. Gulf of Mexico under two-year aaicts during 2011.

During 2010, we continued construction of ENSCMA5ENSCO 8505 and ENSCO 8506. These rigs cuyrem# uncontracted a
scheduled for delivery during the third quarte6ii1 and the first and second half of 2012, respegt We have funded our ultrdeepwate
semisubmersible fleet expansion initiative withtcélews generated from continuing operations. Wkele our strong balance sheet, incluc
$1,050.7 million of cash and cash equivalents aBaifember 31, 2010, and over $3,000.0 million oftiact backlog will enable us to sustair
adequate level of liquidity during 2011 and beyond.

The decline in oil and natural gas prices fromirtmecord highs reached during 2008 and the detdgiom of the glob:
economy resulted in significantly reduced levelgaakup rig demand during 2009. Although oil pridesve stabilized and recer
improved, incremental drilling activity during 20%&s limited resulting in continued softness in dates for standard duty jack
rigs. Accordingly, our jackup rig operating resutsntinued to decline from their 2009 levels dueatdecline in day rates for ¢
jackup rigs in all geographic regior

In conjunction with our long-established st of highgrading our jackup rig fleet by investing in neveguipment, we so
three jackup rigs located in the Asia Pacific regamd one jackup rig located in the U.S. Gulf ofxdde during 2010. In addition, v
acquired an ultrdrigh specification jackup rig constructed in 200Bhe rig was renamed ENSCO 109 and is currentlyatipg ir
Australia.

In February 2011, we entered into agreemeitts KFELS to construct two ultrhigh specification harsh environment jac
rigs. These rigs currently are uncontracted ahéduled for delivery during the first and secontl 662013, respectively.

Pending Merger with Pride

On February 6, 2011, Ensco plc entered into aneément and Plan of Merger with Pride Internatiohat,, a Delawai
corporation (“Pride”), Ensco Delaware, and ENSCOntdees LLC, a Delaware limited liability companydaan indirect, wholly-
owned subsidiary of Ensco (“Merger SubPursuant to the merger agreement and subject toothditions set forth therein, Mer
Sub will merge with and into Pride, with Pride ke surviving entity and an indirect, wholbywned subsidiary of Ensco. As a resu
the merger, each outstanding share of Psidemmon stock (other than shares of common steltkdirectly or indirectly by Ensc
Pride or any whollyawned subsidiary of Ensco or Pride (which will lzencelled as a result of the merger), those shatbsegpect t
which appraisal rights under Delaware law are pigpexercised and not withdrawn and other shards e certain U.K. residents
determined by Ensco) will be converted into thérig receive $15.60 in cash and 0.4778 Ensco ADSder certain circumstanc
U.K. residents may receive all cash considerat®a eesult of compliance with legal requirements.

We estimate that the total consideration to béveleld in the merger to be approximately $7,400i0ian, consisting o
$2,800.0 million of cash, the delivery of approxteig 86.0 million Ensco ADSs (assuming that no erignployee stock options
exercised before the closing of the merger) wittaggregate value of $4,550.0 million based on thsirg price of Ensco ADSs
$52.88 on February 15, 2011 and the estimatedvédire of $45.0 million of Pride employee stock op# assumed by Ensco. -
value of the merger consideration will fluctuatesdésé upon changes in the price of Ensco ADSs andidhgber of shares of Pri
common stock and employee options outstanding erclbsing date. The merger agreement and the merger approved by tl
respective Boards of Directors of Ensco and Pridensummation of the merger is subject to the apraf the shareholders of En:
and the stockholders of Pride, regulatory approaatsthe satisfaction or waiver of various otharditions as more fully described
the merger agreement. Subject to receipt of requapprovals, it is anticipated that the closinghef merger will occur during t
second quarter of 2011.



Our Industry

Historically, operating results in the offshorentract drilling industry have been cyclical andedity related to the demand
drilling rigs and the available supply of drillimigys.

Drilling Rig Demand
Demand for rigs is directly related to the regioaatl worldwide levels of offshore exploration arevelopment spending

oil and gas companies, which is beyond our con@ffishore exploration and development spending fheyuate substantially fro
year-to-year and from region-to-region. Such spagdluctuations result from many factors, including

. demand for oil and natural gas,

. regional and global economic conditions and geartherein,

. political, social and legislative environmemntamajor oil-producing countries,

. production and inventory levels and relatedvéotis of OPEC and other oil and natural gas predsic

. technological advancements that impact the naistloo cost of oil and natural gas exploration agetbpment,

. disruption to exploration and development actigitdue to hurricanes and other severe weather comsliand the ris

thereof, and

. the impact that these and other events, whethesedaly economic conditions, international or natiarimate chanc
regulations or other factors, may have on the atiaad expected future prices of oil and natural

Depressed oil and natural gas prices and ¢keridration of the global economy resulted in alest decline in demand for ultdeepwate
semisubmersible rigs during 2009, however, glokdization and day rates generally were stable thughe longterm nature of deepwa
projects. Demand for ultrdeepwater semisubmersible rigs in the U.S. GuNlekico remained stable during the first half of @ddut came und
pressure as a result of delays in operatatslity to secure permits due to regulatory develepts and other actions imposed by the
Department of the Interior. There is significanterainty as to the ne&erm impact the BP Macondo well incident and asged new regulator
legislative or permitting requirements may havedeepwater drilling in the U.S. Gulf of Mexico, inldition to the potential impact on the glc
deepwater market.

Depressed oil and natural gas prices and theidetgon of the global economy led to an abruptuidbn in demand for jackup rigs dur
2009. Although oil prices have stabilized and rélgemproved, incremental drilling activity durir@010 was limited resulting in continued softr
in day rates for standard duty jackup rigs. We emmeouraged by improving tender activity due toaest increase in jackup rig demand
work in 2011 across various regions. Howeversiuncertain as to the impact the BP Macondo welident and associated new regulat
legislative or permitting requirements may havgamkup rig demand in general, and in the U.S. @tiNexico in particular.

Since factors that affect offshore exploration aesdelopment spending are beyond our control aadadse rig demand ¢
change quickly, it is difficult for us to prediaftiire industry conditions, demand trends or futyerating results. Periods of low
demand often result in excess rig supply, whichegally results in reductions in utilization levelad day rates; periods of high
demand often result in a shortage of rigs, whiategally results in increased utilization levels alay rates.



Drilling Rig Supply

During recent periods of high demand for drillirigs, various industry participants ordered thestarction of over 170 ne
jackup and semisubmersible rigs, over 100 of whiehe delivered during the last three ye

Semisubmersible rig supply continues to increasa i@sult of newbuild construction programs. & baen reported that over
newbuild semisubmersible rigs are currently undemstruction, over half of which are scheduled fetivery during 2011. TF
majority of semisubmersible rigs scheduled for\agly are contracted. We expect newbuild semisusitvierrigs will be absorb
into the global market without a significant effect utilization and day rates.

Jackup rig supply also continues to increase st of newbuild construction programs, the majasf which were initiate
prior to the 2008 decline in oil and natural gakes and the deterioration of the global econormjabk been reported that ovel
newbuild jackup rigs are currently under constagtiover half of which are scheduled for deliveryidg 2011. The majority
jackup rigs scheduled for delivery are not contrelc

Newbuild jackup rigs may reduce utilization ang dates as rigs are absorbed into the fleet, ealbean light of current leve
of standard duty jackup rig demand. A significaottion of rig construction is occurring in the AdPacific region and itis tin
consuming and expensive to move drilling rigs betwmarkets in response to changes in supply andmtmAccordingly, the supy
of rigs in the Asia Pacific region, or other reggomhere newbuild rigs are delivered, may not adjustkly which could lead to sudd
changes in utilization and day rates. It is uniikislat the market in general or any geographicoregi particular will be able to ful
absorb newbuild jackup rig deliveries in the near, especially in consideration of the existingmupply.

The limited availability of insurance for certgerils in some geographic regions and rig lossamabe due to hurrican
blowouts, craterings, punchthroughs and other djpei@ events may impact the supply of jackup omisebmersible rigs in
particular market and cause fluctuations in utilmaand day rates.

BUSINESS ENVIRONMENT
Deepwater

During 2008, global demand for ultdaepwater semisubmersible rigs exceeded suppljtingsin high utilization levels ar
day rates. During 2009, lower oil and natural gases resulted in a modest decline in demand loa-deepwater semisubmersi
rigs with utilization and day rates generally reniag stable due to the lortgrm nature of deepwater projects. Although tiiar
and day rates remained stable during the first ®a%010, a significant number of U.S. Gulf of Mexideepwater projects have b
delayed as a result of delays in operators' abitityecure permits. Certain well operations wesamitted to continue under 1
moratorium/suspension, such as workovers and cdioipse forcing operators and contractors to pursoe-conventional, shoterm
programs. Most contractors have hesitated to alratiie substantial deepwater reservoir potentiéhénregion, while continuing
monitor developments regarding permitting delagghough a limited number of rigs have mobilizedrfr the U.S. Gulf of Mexico -
other regions, additional rigs are expected to thetU.S. Gulf of Mexico in the ne#erm. Utilization and day rates could come u
pressure if additional deepwater contracts in tt®. Gulf of Mexico are terminated and/or those ags marketed in, or relocated
other regions. Future ultideepwater semisubmersible rig utilization and dags will depend, in large part, on projected oid
natural gas prices, the global economy and the-teear impact the BP Macondo well incident and asged new regulator
legislative or permitting requirements may havedlenU.S. Gulf of Mexico and global deepwater masket

Jackup

There was substantial volatility in jackup rig demd during 2008. During the first half of the ygackup rig demand remain
strong due to record high oil and natural gas pricesulting in high utilization levels and dayasat However, during the latter hali
2008, oil and natural gas prices declined substiintiue primarily to a decrease in demand foraoidl natural gas resulting from
deteriorating global economy. The significant dexlin oil and natural gas prices during the latiaff of 2008 and the gene
deterioration in the global economy led to an abmgauction in demand for jackup rigs during 20@9though oil prices hay
stabilized and recently improved, incremental hgjlactivity during 2010 was limited resulting iordinued softness in day rates
standard duty jackup rigs. Given the deterioratibthe global economy and tightening of credit netsk the jackup industry contint
to face the challenge of excess rig supply. Tleesfwe expect that jackup rig utilization and dafes may remain under pressur
the near-term.



During the first half of 2008, jackup rig utilizah in the Asia Pacific Rim, including Vietham, Magkia, Indonesia a
Australia, remained high and day rates stabilizedteong rig demand was offset by new rig deliveriguring the latter half of 20(
jackup rig demand in the region was significanttypacted by the decline in oil and natural gas priged the deterioration of |
global economy, resulting in a significant reductio utilization and day rates during 2009. ThedaABacific Rim jackup mark
began to stabilize during 2010 with incremental dethseen as multiple tenders were recently issureddrk in 2011 and beyond.
consideration of an expected increase in the suppbvailable jackup rigs from newbuild deliverigegckup rig utilization and d:
rates in the region may remain under pressuresiméar-term.

During 2008, shortfalls in rig availability in théorth Sea led to high utilization levels and daies. Depressed oil and nat
gas prices and the deterioration of the global eggnresulted in several cancelled tenders and woiseel contract extension optic
in the region during the latter portion of 2009en@er activity during 2010 was limited but withexent increase seen in inquiries
work beginning in mid2011 resulting from incremental demand. Howeveth Wmited tender activity for work beginning iragy
2011 and an excess supply of standard duty jadgspjackup rig utilization and day rates in thertidSea may remain under pres:
in the near-term.

A significant portion of our jackup rig operatioagse conducted in Mexico, where demand for rigseiased during 2008 a
2009 as Petréleos Mexicanos ("PEMEX"), the natiabtompany of Mexico, accelerated drilling acti@s in an attempt to offc
continued depletion of its major oil and naturas di@lds. During 2010, the number of jackup rigstcacted in Mexico declined
contracts expired. However, additional tendervégtifor work beginning in 2011 is expected in thearterm as PEMEX attempts
replenish its jackup rig fleet. We expect futuesy dates in Mexico to face pressure as jackup gigracts in the region continue
expire and drilling contractors with idle rigs ihet U.S. Gulf of Mexico and other geographic regipnssue the available contr
opportunities.

We also conduct a portion of our jackup rig operet in the U.S. Gulf of Mexico. During 2008, dareatpused by Hurrican
Gustav and lke reduced the supply of availableypclgs, however, the reduction was more than ttigea decrease in dem:
resulting from the decline in oil and natural gags and the deterioration of the global econoihe U.S. Gulf of Mexico jackt
rig market remained extremely weak during 2009hwilitilling activity reaching historic lows. Durirgarly 2010, tender activity in t
U.S. Gulf of Mexico improved as operators capiitdion coseffective terms offered by drilling contractors.uiiihg the latter portic
of 2010, certain operators experienced an inabibtyimely obtain drilling permits which negativeigfluenced utilization and d:
rates in the region. Due to the uncertainty reiggrdhe impact the BP Macondo well incident andoasged new regulatol
legislative or permitting requirements may have jackup rig drilling operations in the region, U.Sulf of Mexico jackup rii
utilization and day rates may remain under pressuttee near-term.

RESULTS OF OPERATIONS

The following table summarizes our consolidatperating results for each of the years in theethear period ended Decem
31, 2010 (in millions):

2010 2009 2008

Revenue! $1,696.!¢ $1,888.! $2,242.¢
Operating expenst

Contract drilling (exclusive of depreciatic 768.1 709.( 736.<

Depreciatior 216.< 189.t 172.¢

General and administrati 86.1 64.C 53.¢
Operating income 626.< 926.4 1,279.¢
Other income (expense), n 18.2 8.8 (4.2)
Provision for income taxe 96.( 180.( 222.¢
Income from continuing operatior 548.t 755.2 1,053.:
Income from discontinued operations, r 37.4 29.2 103.¢
Net income 585.¢ 784.F 1,156."
Net income attributable to noncontrolling intere (6.4) (5.7 (5.9
Net income attributable to Ens $ 579.! $ 779.c $1,150.¢



During 2010, revenues declined by $192.1 million10%, and operating income declined by $300.lianjl or 32%, as compared to
prior year. These declines were primarily due tdealine in jackup rig utilization and average dayes in the Europe, Mediterranean and
Pacific Rim markets coupled with a decline in jgukig average day rates in the North America manbaitially offset by a significant increase
revenues and operating income generated by oumadgeprigs.

During 2009, revenues declined by $353.7 million,16%, and operating income declined by $353.3ianil or 28%, a
compared to the prior year. These declines weragrify due to a decline in jackup rig utilizatiom all geographic regions, partic
offset by the commencement of ENSCO 8500 and EN88X drilling operations and an increase in avedayerates earned by ¢
jackup rigs contracted in Mexico and ENSCO 7¢

A significant number of our drilling contracise of a longerm nature. Accordingly, a decline in demand fontcact drilling
services typically affects our operating resultsl arash flows gradually over many quarters as hkamgr contracts expire. T
significant decline in oil and natural gas pricesing the latter half of 2008 and the deterioratidrihe global economy resulted i
dramatic decline in demand for contract drillingvéees during 2009 and 2010, which is expectedttinue to negatively impact ¢
operating results during 2011.

Furthermore, the BP Macondo well incident and eissed new regulatory, legislative or permittingugements negative
influenced demand for contract drilling serviceshia U.S. Gulf of Mexico during 2010, which is exfed to continue during 2011.

Whilewe have contract backlog of over $1,300.0 million 2011, it is uncertain whether revenue, operatitgme and ca:
flow levels achieved during 2010 will be sustaimieding 2011.

Rig Locations, Utilization and Average Day Rates

The following table summarizes our offshore drijirigs by reportable segment and rigs under coctsbn as of December !
2010, 2009 and 2008:

201( 200¢ 200¢
Deep w ater(®) 5 3 2
Midwater () -- -- --
Jackug® 40 39 39
Under constructioi(D 3 5 6
Total 4 48 47 47

ENSCO 8502 was delivered in January 2010 and cormoeaedrilling operations in the U.S. Gulf of Mex
@ under a shorterm sublet agreement during the fourth quarte@f0. ENSCO 8503 was deliverec
September 2010 and is expected to commence driipgrations in French Guiana under a shent
sublet agreement during the first quarter of 20ENSCO 8502 and ENSCO 8503 are expecte
commence drilling operations in the U.S. Gulf of® under two-year contracts during 2011.

During 2009, we accepted delivery of ENSCO 850lictvitcommenced drilling operations in the U.S. ¢
of Mexico under a three-and-a-half year contracdatober 2009.

@ In May 2011, midwater rigs were acquired in conivectvith the Merger. Therefore, our rig fleet didi
consist of midwater rigs as of December 31, 200092and 200¢

3 In July 2010, we acquired an ultnigh specification jackup rig. The rig was renantidSCO 109 and
currently operating offshore Australia.

) The total number of rigs for each period excludgs reclassified to discontinued operatic



The following table summarizes our rig utilizatiand average day rates from continuing operatigneportable segment 1
each of the years in the three-year period endegbber 31, 2010:

2010 2009 2008
Rig utilization @
Deepwate 81% 85% 95%
Midwater®) N/A N/A N/A
Jackup® T7% 74% 96%
Total 7% 75% 96%
Average day rates?
Deepwate $375,09: $425,19I $334,68:!
Midwater ®) N/A N/A N/A
Jackup® 106,00 151,63¢ 152,41¢
Total $128,78- $163,56i $155,76

@ Rig utilization is derived by dividing the numbef @days under contract by the number of days ingeeod
Days under contract equals the total number of dagsrigs have earned a day rate, including dags@ate
with compensated downtime and mobilizations. Favipeonstructed or acquired rigs, the number ofsdaythe
period begins upon commencement of drilling operatifor rigs with a contract or when the rig becs
available for drilling operations for rigs withoaitcontract.

@  Average day rates are derived by dividing contcadling revenues, adjusted to exclude certain $yp€ non-
recurring reimbursable revenues and lump sum reasry the aggregate number of contract days, tedjue
exclude contract days associated with certain rzalibns, demobilizations, shipyard contracts atahdby
contracts.

@) Rig utilization and average day rates were notiagple for the Midwater segment as our rig fleek wiot consis
of midwater rigs during each of the years in thre¢hyear period ended December 31, 2010.

@ ENSCO 69 has been excluded from rig utilization amerage day rates for our Jackup operating segdugimg
the period the rig was controlled and operated &lyd3ucre, a subsidiary of Petréleos de Venezuda He
national oil company of Venezuela (January 2008ugust 2010). See Note 11 to our consolidatednfire
statements for additional information on ENSCO

Detailed explanations of our operating resultsjuding discussions of revenues, contract drillexgpense and depreciat
expense by segment, are provided below.



Operating Income

In connection with the Merger and resultingnagement reorganization, we evaluated our therent core assets ¢
operations and organized them into three segmergsdbon water depth operating capabilities. Acooigj we now consider o
business to consist of three reportable segmehit®depwater, which consists of our rigs capabldridling in water depths of 4,5
feet or greater, (2) Midwater, which consists of semisubmersible rigs capable of drilling in wadepths of 4,499 feet or less and
Jackup, which consists of our jackup rigs capalbleparating in water depths up to 400 feet. Eaclwfthree reportable segme
provides one service, contract drilling. We alsmmne barge rig, which is included in “Other.”

As a result of our reorganization to three repdetaegments, we retrospectively reclassified tlggnsst information include
herein to conform to the poMerger presentation. The following tables sumneoar operating income for each of the years i
threeyear period ended December 31, 2010 (in milliordgneral and administrative expense and depregciatipense incurred
our corporate office are not allocated to our ofiegesegments for purposes of measuring segmematpg income and were incluc
in "Reconciling Items."

Year Ended December 31, 2010

Operating
Segments  Reconciling Consolidated
Deepwater  Midwater Jackup Other Total Items Total
Revenue! $475.2 $ - $1,221.6 $ - $1,696.8 $ - $1,696.8
Operating expenses
Contract drilling (exclusiv
of depreciation 176.1 - 578.2 13.8 768.1 - 768.1
Depreciatior 44.8 - 167.8 2.4 215.0 1.3 216.3
General and administrati -- - - - - 86.1 86.1
Operating income (los: $254.3 $ - $ 475.6 $(16.2) $ 713.7 $(87.4) $ 626.3
Year Ended December 31, 2009
Operating
Segments Reconciling Consolidatec
Deepwater Midwater Jackup Other Total Items Total
Revenues $254.1 $ - $1,634.8 $ - $1,888.9 $ -- $1,888.9
Operating expenses
Contract drilling (exclusiv
of depreciation’ 108.1 - 599.0 1.9 709.0 - 709.0
Depreciation 22.2 - 162.9 3.1 188.2 1.3 189.5
General and administrativ - - -- -- -- 64.0 64.0
Operating income (los: $123.8 $ - $ 872.9 $ (5.0) $ 991.7 $(65.3) $ 926.4

Year Ended December 31, 2008

Operating
Segments  Reconciling Consolidatec
Deepwater Midwater Jackup Other Total Items Total
Revenues $ 84.4 $ - $2,144.0 $14.2 $2,242.6 $ -- $2,242.6
Operating expenses
Contract drilling (exclusivt
of depreciation 31.2 - 696.5 8.6 736.3 - 736.3
Depreciation 9.1 - 158.3 3.3 170.7 1.9 172.6
General and administrativ - - -- -- -- 53.8 53.8
Operating income (los: $44.1 $ - $1,289.2 $ 23 $1,335.6 $(55.7)  $1,279.9



Deepwater

During 2010, Deepwater revenues increased by $28ilion, or 87%, as compared to the prior yedre Thcrease in revent
was due to revenues earned by ENSCO 8500, ENSCQ 836 ENSCO 8502 which were added to our Deepwiget anc
commenced drilling operations during the second fandh quarters of 2009 and the third quarter @@ respectively, and due
additional revenues earned by ENSCO 7500 associdtadhe demobilization of the rig to SingaporEhe increase in revenues \
partially offset by lower utilization and day ratexurred by ENSCO 8500, ENSCO 8501 and ENSCO &&)2 result of tt
aforementioned regulatory developments and oth@recimposed by the U.S. Department of the Intdridhe U.S. Gulf of Mexica
Contract drilling expense increased by $68.0 millior 63%, and depreciation expense increased By6$dillion due to th
commencement of ENSCO 8500, ENSCO 8501 and ENS©Q @&4lling operations as previously noted.

During 2009, Deepwater revenues increased by $1@flion as compared to the prior year. The inseem revenues was ¢
to the commencement of ENSCO 8500 and ENSCO 850ihglioperations, an increase in the day rate edoy ENSCO 7500 a
the recognition of ENSCO 7500 mobilization revenueserred during the rig's mobilization to Austaalin October 2008, v
amended the existing ENSCO 7500 drilling contrantl agreed to relocate the rig to Australia where cwenmenced drillin
operations in April 2009 at a day rate of approxeha$550,000. Revenues earned during the molidizgveriod were deferr
and recognized ratably over the firm commitmentqaeof the contract. The increase in revenuespeasally offset by the deferral
ENSCO 7500 revenues during the rig's mobilizatmAdstralia during the first quarter of 2009. Cawtrdrilling expense increased
$76.9 million as compared to the prior year dutheocommencement of ENSCO 8500 and ENSCO 8501ndritiperations, ENSC
7500 mobilization expense and incremental expeasssciated with operating ENSCO 7500 in Austradia@mpared to the U.S. G
of Mexico. Depreciation expense increased by $idlllon, primarily due to the addition of ENSCO &b@nd ENSCO 8501 to ¢
Deepwater fleet as noted above.

Midwater

In connection with the Merger, we acquired six wadker rigs. Prior to the Merger Date, our rig fld& not consist of midwat
rigs.

Jackup

During 2010, Jackup revenues declined by $413lomior 25%, as compared to the prior year. Thelide in revenues w
primarily due to a 30% decline in average day rates to lower levels of spending by oil and gas jganies across all regio
partially offset by an increase in utilization t@% from 74% during the prior year. The increasatitization primarily resulted froi
the reduced supply of available jackup rigs intth8. Gulf of Mexico, including the mobilization &fur of our jackup rigs to Mexic
during 2009, and lower market day rates in theargContract drilling expense declined by $20.8iam| or 3%, as compared to -
prior year, primarily due to a $17.3 million logzorded on the disposal of ENSCO 69 during 2009aatrent year decline in reg
and maintenance expense and personnel costs, llpadfiset by an $11.9 million reduction of our @lance for doubtfi
accounts during 2009 which was recorded during 2088related to ENSCO 69 drilling operations. [Refation expense increa:
by 3% as compared to the prior year, primarily doeadditions to our jackup fleet and depreciation minor upgrades al
improvements to our jackup fleet during 2010.

During 2009, Jackup revenues declined by $5091@omior 24%, as compared to the prior year. Thelide in revenues w
primarily due to a decline in utilization to 74%iin 96% during the prior year. The decline in uditian occurred due to lower lev
of spending by oil and gas companies and excesswvéiability across all regions. Contract drifirexpense declined by $9
million, or 62%, as compared to the prior yearmaiily due to the impact of lower utilization acsaa! regions and a decline in rej
and maintenance expense and an $11.9 million reduof our allowance for doubtful accounts as nabdve, partially offset by
$17.3 million loss recorded on the disposal of ERSE9. Depreciation expense increased by 3% as aeahga the prior yee
primarily due to capital enhancement projects ceteg during 2009 and depreciation on minor upgrashesimprovements to ¢
jackup fleet completed during 2008 and 2(C



Other

Revenues, contract drilling expense and dégiien expense for each of the years in the tiyesa-period ended December
2010 were attributable to ENSCO I, our only baige ENSCO | completed its thesurrent drilling contract in 2008 and subseque
cold-stacked in Singapore. During 2010, contraiflirdy expense included a $12.2 million loss orpairment of ENSCO .

Reconciling Items

During 2010, general and administrative expenseeased by $22.1 million, or 35%, as compared éphor year. Thi
increase was primarily due to increased sl@sed compensation expense, costs related to igeoar new London headquarters
professional fees incurred in connection with vasioeorganization efforts undertaken as a reswuofredomestication to the U.K.
December 20009.

During 2009, general and administrative expenseeased by $10.2 million, or 19%, as compared & gtior year. Th
increase was primarily due to $7.6 million of pssfmnal fees incurred in connection with our redstication to the U.K. i
December 2009 and a $1.9 million expense incumezbnnection with a separation agreement with otmér Senior Vice Preside
of Operations.

Other Income (Expense), Net

The following table summarizes other incomepénse), net, for each of the years in the tlyese-period ended December
2010 (in millions):

2010 2009 2008
Interest income $ $ 2. $14.(
Interest expense, ne
Interest expens (21.9) (20.9) (21.¢
Capitalized intere! 21.5 20.¢ 21.€
Other, ne 17.5 6.€ (18.2)
$18.: $ 8.¢ $ (4.9

During 2010 and 2009, interest income declinedaspared to the respective prior years due to lawerage interest rate
Interest expense increased during 2010 as comparbe prior year due to an increase in the anatitim of deferred financing fe
associated with the renewal of our revolving crédiflity, partially offset by a decline in outstding debt. Interest expense decli
during 2009 as compared to the prior year duededdine in outstanding debt. All interest expemsmiired during each of the year.
three-year period ended December 31, 2010 wasatiapd in connection with the construction of olNFCO 8500 Series® rigs.

Our functional currency is the U.S. dollar, ancgation of the revenues earned and expenses imtloyesome of ot
subsidiaries are denominated in currencies otter the U.S. dollar (“foreign currencies"). Thesmgactions are remeasured in |
dollars based on a combination of both currentl@stbrical exchange rates. Other, net, includedoreign currency exchange ge
of $3.5 million and $2.6 million and net foreignreency exchange losses of $10.4 million during 2@0D9 and 2008, respectively.

During 2010, we recognized a gain of $10.liom| net of related expenses, for a breakfee resulting from our unsucces
tender offer for Scorpion Offshore Ltd. The neingaas included in other, net, for the year endedéinber 31, 2010.

Other, net, also included net unrealized gain$7@0,000 and $1.8 million and net unrealized loggek3.1 million associatt

with the fair value measurement of our auction ssteurities during 2010, 2009 and 2008, respegtiviéie fair value measuremen
our auction rate securities is discussed in Ndte@ir consolidated financial statements.
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Provision for Income Taxes

Income tax rates imposed in the tax jurisdictionahich our subsidiaries conduct operations vasydoes the tax base to wt
the rates are applied. In some cases, tax rateeapplicable to gross revenues, statutory ortieggd deemed profits or other be
utilized under local tax laws, rather than to metoime. Our drilling rigs frequently move from oraxihg jurisdiction to another
perform contract drilling services. In some ins&s)dhe movement of drilling rigs among taxinggdictions will involve the transf
of ownership of the drilling rigs among our subarigs. As a result of the frequent changes in tapinisdictions in which our drillin
rigs are operated and/or owned, our consolidatedt@fe income tax rate may vary substantially frone reporting period to anotr
depending on the relative components of our easngiegerated in tax jurisdictions with higher tabeszor lower tax rates.

Subsequent to our redomestication to the U.K. @ddnber 2009, we reorganized our worldwide operatiavhich includer
among other things, the transfer of ownership @ésa of our drilling rigs among our subsidiaries.

Income tax expense was $96.0 million, $180.0 arilland $222.4 million and our consolidated effexiivcome tax rate w
14.9%, 19.2% and 17.4% during the years ended Demerdl, 2010, 2009 and 2008, respectively. Theimedh our 201
consolidated effective income tax rate to 14.9%nfrb9.2% in the prior year was primarily due toe aforementioned transfer
drilling rig ownership in connection with the reargzation of our worldwide operations, which resdlin an increase in the relai
components of our earnings generated in tax jutigdis with lower tax rates, and an $8.8 millianaiecurring current income t
expense incurred during 2009 in connection withaterestructuring activities undertaken immediafellowing our redomesticatic
to the U.K. The increase in our 2009 consolidated effectheine tax rate to 19.2% from 17.4% in the priorryeas primaril
related to the aforementioned non-recurring curieodme tax expense incurred during 2009. Exclydire impact from this non-
recurring item, our 2009 consolidated effectiveome tax rate was 18.3%.

Discontinued Operations
Rig Sales

In recent years, we have focused on the ekpars our ultra-deepwater semisubmersible rigtflaed highgrading ou
premium jackup fleet. Accordingly, we sold jacktigp ENSCO 60 in November 2010 for $25.7 million aedognized a pr&ax gair
of $5.7 million, which was included in gain on disal of discontinued operations, net, in our ctdated statement of income for
year ended December 31, 2010. Thesrigét book value and inventory and other assettherdate of sale totaled $20.0 millic
ENSCO 60 operating results were reclassified toadisnued operations in our consolidated statemafitscome for each of the ye.
in the three-year period ended December 31, 20d@eaviously were included within our Jackup opiegsegment.

In April 2010, we sold jackup rig ENSCO 57 for $#illion, of which a deposit of $4.7 million wasceived in Decemb
2009. We recognized a ptax gain of $17.9 million in connection with thesgosal of ENSCO 57, which was included in gail
disposal of discontinued operations, net, in oansolidated statement of income for the year eri@lszember 31, 2010. The righe
book value and inventory and other assets on tte afesale totaled $29.2 million. ENSCO 57 opegtiesults were reclassified
discontinued operations in our consolidated statesnef income for each of the years in the threar period ended December
2010 and previously were included within our Jackpprating segment.

In March 2010, we sold jackup rigs ENSCO 5@ &NSCO 51 for an aggregate $94.7 milliah,which a deposit of $4
million was received in December 2009. We recoghiae aggregate pitex gain of $33.9 million in connection with thesposals ¢
ENSCO 50 and ENSCO 51, which was included in gainlisposal of discontinued operations, net, in consolidated statement
income for the year ended December 31, 2010. Wherigs' aggregate net book value and inventory @thdr assets on the date
sale totaled $60.8 million. ENSCO 50 and ENSCO pdrating results were reclassified to discontinoeérations in our consolidat
statements of income for each of the years intineetyear period ended December 31, 2010 and previoustg included within ot
Jackup operating segment.
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ENSCO 69

From May 2007 to June 2009, ENSCO 69 was contiactéetrosucre. In January 2009, we suspendiiglioperations o
ENSCO 69 after Petrosucre failed to satisfy itstiamtual obligations and meet commitments relativéhe payment of past ¢
invoices. Petrosucre then took over complete confr&NSCO 69 drilling operations utilizing Petr@asa employees and a portior
the Venezuelan rig crews we had utilized. In J20@9, we terminated our contract with Petrosuceeramoved all remaining Ens
employees from the rig.

Due to Petrosucre's failure to satisfy its corttrakcobligations and meet payment commitments, iancbnsideration of tt
Venezuelan government's nationalization of certgets owned by other international oil and gaspemies and oilfield servi
companies, we concluded it was remote that ENSC®@difd be returned to us by Petrosucre and opeesgath by Ensco. Therefo
we recorded the disposal of ENSCO 69 during 20@Braalassified its operating results to discontthaperations.

On August 24, 2010, possession of ENSCO 69 wasned to Ensco. Due to the return of ENSCO 69 fRetrosucre and o
ability to significantly influence the future opéimns of the rig and to incur significant futuresbaflows related to those operati
until the pending insurance claim is resolved andsibly thereafter, ENSCO 69 operating results wentassified to continuir
operations for each of the years in the three-gesgod ended December 31, 2010.

There can be no assurances relative to the recoveutstanding contract entitlements, insuraremovery and related pend
litigation or the imposition of customs duties mlation to the rig's recent presence in Venezu8lae Note 12 to our consolida
financial statements for additional information@mtractual matters, insurance and legal procesdilgted to ENSCO 69.

ENSCO 74

In September 2008, ENSCO 74 was destroyed asuibh oé$1urricane lke and the rig was a total lessdefined under the ter
of our insurance policies. The operating resultENSCO 74 were reclassified to discontinued opanatin our consolidated statenr
of income for the year ended December 31, 200& NB#e 12 to our consolidated financial statemémntadditional information ¢
the loss of ENSCO 74 and associated contingencies.

The following table summarizes income fromcdigtinued operations for each of the years in tireetyear period ende
December 31, 2010 (in millions):

2010 2009 2008
Revenue: $12.¢ $83.( $244.(
Operating expense¢ 17.1 54.2 89.:
Operating (loss) income before income ta (4.€) 28.¢ 154.5
Income tax (benefit) expen (3.9 (.5) 27.¢
Gain (loss) on disposal of discontinued operatiors 38.¢ -- (23.5)
Income from discontinued operatic $37.¢ $29.: $103.

Fair Value Measurements
Auction Rate Securities

Our auction rate securities were measured av#&ire as of December 31, 2010 and 2009 using signif Level 3 inputs. As
result of continued auction failures, quoted prifmesour auction rate securities did not exist BBecember 31, 2010 and, accordin
we concluded that Level 1 inputs were not availabMe used an income approach valuation modeltimate the price that would
received in exchange for our auction rate secsritiean orderly transaction between market paditip ("exit price") as of Decemi
31, 2010. The exit price was derived as the wedihteerage present value of expected cash flows aneous periods of illiquidity
using a risk-adjusted discount rate that was baedte credit risk and liquidity risk of our auaiicate securities.
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While our valuation model was based on both L&vé@dredit quality and interest rates) and Levehfauts, we determined tt
Level 3 inputs were significant to the overall faslue measurement, particularly the estimatesséfadjusted discount rates ¢
ranges of expected periods of illiquidity. We revés these inputs to our valuation model, evaludbed results and perform
sensitivity analysis on key assumptions. Based wnreview, we concluded that the fair value measwer® of our auction ra
securities as of December 31, 2010 was appropriate.

Based on the results of our fair value measuresnevd recognized net unrealized gains of $700,0@0%41.8 million and ni
unrealized losses of $8.1 million for the yearseshd®ecember 31, 2010, 2009 and 2008, respectigdiyded in other incon
(expense), net, in our consolidated statementsiadnie. The carrying values of our auction rate $ges, classified as lonterm
investments on our consolidated balance sheetg, $¢t.5 million and $60.5 million as of December 3110 and 2009, respective
We anticipate realizing the $50.1 million (par \@lof our auction rate securities on the basiswuleaintend to hold them until they
redeemed, repurchased or sold in a market thditéées orderly transactions.

Auction rate securities measured at fair valuegisignificant Level 3 inputs constituted 53% of @ssets measured at
value on a recurring basis and less than 1% oftatal assets as of December 31, 2010. See Nabeo8rt consolidated financ
statements for additional information on our faalue measurements.

ENSCO | Impairment

In June 2010, we recorded a $12.2 million lossnfrihe impairment of ENSCO |, the only barge rigoir fleet, which i
currently coldstacked in Singapore and is included in our "Otlog&rating segment. The loss on impairment wasidead in contras
drilling expense in our consolidated statementnabme for the year ended December 31, 2010. Thaifrmpnt resulted from tl
adjustment of the rig’s carrying value to its estied fair value based on a change in our expent#tat it is more-likely-thamot tha
the rig will be disposed of significantly beforeetlend of its estimated useful life. ENSCO | was clatsified as held-fosale as ¢
December 31, 2010, as a sale was not deemed peoblattcurring within the next twelve months.

We utilized an income approach valuation modekéstimate the price that would be received in exghaior the rig in a
orderly transaction between market participantsofaidune 30, 2010. The resulting exit price was wetias the present va
of expected cash flows from the use and eventusgdodition of the rig, using a riskdjusted discount rate. Level 3 inputs v
significant to the overall fair value measuremehEdNSCO I, due to the limited availability of obsable market data for simil
assets. We reviewed those inputs, evaluated swtseand performed sensitivity analysis on keyiaggions. Based on our revie
we concluded that the fair value measurement of EBl$as of June 30, 2010 was appropriate.

The estimated fair value of ENSCO | using sigmifitLevel 3 inputs constituted less than 1% oftotal assets as of Decem
31, 2010. See Note 8 to our consolidated finarst&tbements for additional information on our falue measurements.

LIQUIDITY AND CAPITAL RESOURCES

Although our business has historically been veglical, we have relied on our cash flows from @oning operations to me
liquidity needs and fund the majority of our caslyuirements. We have maintained a strong finapgisition through the disciplini
and conservative use of debt. A substantial portibour cash flow is invested in the expansion antiancement of our fleet
drilling rigs in general and construction of our &8I0 8500 Series® rigs in particular.

During 2010, our cash flows from operations weegatively influenced by the BP Macondo well incidand associated ni
regulatory, legislative or permitting requirementsiich is expected to continue during 2011. Howebased on $1,050.7 million
cash and cash equivalents on hand as of Decemb@03Q@ and our current contractual backlog of &&000.0 million, we beliey
our future operations and obligations associateéld air newbuild construction will be funded fromisting cash and cash equivale
and future operating cash flow.
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On February 6, 2011, we entered into a definitiverger agreement with Pride. The merger is exgeitteclose during tt
second quarter of 2011 and will be financed throagtombination of existing cash and cash equivsleart unsecured bridge te
loan facility, potential issuances of debt secesitifunds borrowed under our credit facility oresttfuture financing arrangemet
Total consideration to be paid to Pride sharehsldell be approximately $2,800.0 million of cashdaihe delivery of approximate
86.0 million Ensco ADSs. Given the number of rigler construction by both Ensco and Pride, it ist@mplated that subsequen
closing of the merger, our cash flows initially Mde dedicated to finance newbuild rigs.

During the thregrear period ended December 31, 2010, our primanycsoof cash was an aggregate $3,017.0 million rgésn
from operating activities of continuing operatiarsl $167.5 million of proceeds from the sale of faakup rigs. Our primary uses
cash during the same period included an aggreda#®&.7 million for the construction, enhancemeard ather improvement of @
drilling rigs, including $1,842.4 million investeoh the construction of our ENSCO 8500 Serieg@s, $272.2 million for th
repurchase of our shares, $186.0 million for thguésition of an ultrahigh specification jackup rig and accompanying imeey anc
$182.2 million for the payment of dividends.

Detailed explanations of our liquidity and itapresources for each of the years in the tlyess- period ended December
2010 are set forth below.

Cash Flows and Capital Expenditures

Our cash flows from operating activities of contitg operations and capital expenditures on com@quoperations for each
the years in the three-year period ended Decenthe?(R.0 were as follows (in millions):

2010 2009 2008

Cash flows from operating activities of continuimgerations $816." $1,185.t $1,014.°
Capital expenditures on continuing operatic

New rig constructio $567.¢ $ 623. $ 651.

Rig acquisitior 184.: - --

Minor upgrades and improveme 87.2 80.¢ 79.C

Rig enhancemen 36.3 153.( 33.7

$875.: $ 857.. $ 764.

During 2010, cash flows from continuing operatialezreased by $368.9 million, or 31%, as compauetti¢ prior year. Tt
decrease resulted primarily from a $329.0 milli@clthe in cash receipts from contract drilling $see¢ and a $44.4 million increass
cash payments related to contract drilling expenses

During 2009, cash flows from continuing operatiomsreased by $170.9 million, or 17%, as compacethé prior year. Tt
increase resulted primarily from a $186.4 millioectine in tax payments and a $77.8 million declimeur investment in tradir
securities offset by a $90.2 million decline inttasceipts from contract drilling services and at.$ million decline in cash receiv
from interest income.

We continue to expand the size and qualitgwfdrilling rig fleet. During the thregear period ended December 31, 201C
invested $1,842.4 million in the construction ofandrilling rigs and an additional $223.0 million gnading the capability ai
extending the useful lives of our existing fleeN&-O 8500 and ENSCO 8501 were delivered in 20082849, respectively, a
commenced drilling operations in the U.S. Gulf oélto under longerm contracts during 2009. ENSCO 8502 was deld/én
January 2010 and commenced drilling operationdénUW.S. Gulf of Mexico under a shdgrm sublet agreement during the fo
quarter of 2010. ENSCO 8503 was delivered in Sepger2010 and is expected to commence drilling djgera in French Guiai
under a shorterm sublet agreement during the first quarter @12 ENSCO 8502 and ENSCO 8503 are expected to eowx
drilling operations in the U.S. Gulf of Mexico urrde/o-year contracts during 2011.
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We also have three uncontracted ENSCO 850@s®:ultradeepwater semisubmersible rigs under constructitmsehedule
delivery dates during the third quarter of 2011 ahé first and second half of 2012. Our ENSCO 730fa-deepwate
semisubmersible rig currently is undergoing an asheent project in a shipyard in Singapore andjgeeted to commence drillii
operations in Brazil under a two-and-a-half yeartcact during the third quarter of 2011.

In conjunction with our long-established st of highgrading our jackup rig fleet by investing in neveguipment, we so
three jackup rigs located in the Asia Pacific regimd one jackup rig located in the North and Sdutterica region during 2010 1
an aggregate $167.5 million in cash. In additive,acquired an ultrhigh specification jackup rig and accompanying meey during
2010 with available cash for $186.0 million. Thg,rifenamed ENSCO 109, was constructed in 2008 srdirrently operating
Australia.

In February 2011, we entered into agreemertitis KFELS to construct two ultrligh specification harsh environment jackup rige
estimated total construction costs of approxima$2$0.0 million per rig. These rigs currently amcontracted and scheduled for delivery du
the first and second half of 2013, respectively.

Based on our current projections, notwithstandigproposed merger with Pride, we expect capiadeditures during 2011
include approximately $190.0 million for constructiof our ENSCO 8500 Series®s, approximately $95.0 million for construct
of two ultrahigh specification harsh environment jackup riggraximately $125.0 million for rig enhancementjpots and $100
million for minor upgrades and improvements. Depegcdn market conditions and opportunities, we magke additional capit
expenditures to upgrade rigs for customer requirgsn@nd construct or acquire additional rigs.

Financing and Capital Resources

Our long-term debt, total capital and |aegm debt to total capital ratios as of December Z110, 2009 and 2008
summarized below (in millions, except percentages):

2010 2009 2008
Long-term debt $ 240.: $ 257.: $ 274.:
Total capital 6,199.¢ 5,756. 4,951.;
Long-term debt to total capiti 3.9% 4.5% 5.5%

* Total capital includes lor-term debt plus Ensco shareholders' eq

On February 6, 2011, we entered into a bricigamitment letter (the “Commitment Lettem)ith Deutsche Bank AG Caym
Islands Branch (“DBCI"), Deutsche Bank Securities.land Citigroup Global Markets Inc. (“Citi"Pursuant to the Commitme
Letter, DBCI and Citi have committed to provide23850.0 million unsecured bridge term loan faci(itye “Bridge Term Facility”Yo
fund a portion of the cash consideration in thegaeewith Pride. The Bridge Term Facility would maB64 days after closing. T
commitment is subject to various conditions, inahgdthe absence of a material adverse effect aeRni Ensco having occurred,
maintenance by us of investment grade credit rafinige execution of satisfactory documentation atiter customary closi
conditions.

On May 28, 2010, we entered into an amended astdtesl agreement (the "2010 Credit Facility") véthyndicate of banks tt
provides for a $700.0 million unsecured revolvingdit facility for general corporate purposes. T840 Credit Facility has a four-
year term, expiring in May 2014, and replaces o850 million fiveyear credit agreement which was scheduled to mah
June 2010. Advances under the 2010 Credit FagjbBtyerally bear interest at LIBOR plus an applieabkrgin rate (currently 2.C
per annum), depending on our credit rating. Weraggiired to pay an annual undrawn facility feeri@ntly .25% per annum) on 1
total $700.0 million commitment, which is also ba&sen our credit rating. We also are required tintain a debt to tot
capitalization ratio less than or equal to 50% uride 2010 Credit Facility. We have the right, dbjto lender consent, to increase
commitments under the 2010 Credit Facility up t&®&8 million. We had no amounts outstanding urtder2010 Credit Facility «
the prior credit agreement as of December 31, 22009 and 2008.
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We filed a Form $-Registration Statement with the SEC in Januafp2Which provides us the ability to issue debt/andquity securitie
in one or more offerings. The registration stateneas immediately effective and expires in Jan2i?2.

As of December 31, 2010, we had an aggregate $h0iflion outstanding under two separate bond issuearanteed by t
United States of America, acting by and throughUhéed States Department of Transportation, MaetiAdministration, that requi
semiannual principal and interest payments. We rlgke semiannual interest payments on $150.0 mitifo7.20% debentures due
2027. See Note 4 to our consolidated financiaéstants for more information on our long-term debt.

The Board of Directors of Ensco Delaware previpuslithorized the repurchase of up to $1,500.0 anillof our ADSs
representing our Class A ordinary shares. In Deeerad09, the theBoard of Directors of Ensco International Limitedpredecess
of Ensco plc, continued the prior authorization,aubject to shareholder approval, authorized mamagt to repurchase up to $5¢
million of ADSs from time to time pursuant to shaspurchase agreements with two investment bartkes.tflensole shareholder
Ensco International Limited approved such sharendmase agreements for a five-year teffnom inception of our share repurch
programs during 2006 through December 31, 2008reparchased an aggregate 16.5 million shares astaof $937.6 million (a
average cost of $56.79 per shar®o shares were repurchased under the share reparphagrams during the years ended Dece
31, 2010 and 2009. Although $562.4 million remdiawailable for repurchase as of December 31, 28&0yill not repurchase a
shares under our share repurchase program withdhef consultation with and approval by the Boafr®irectors of Ensco plc.

Contractual Obligations

We have various contractual commitments rdléeour new rig construction agreements, lterga debt and operating leas
We expect to fund these commitments from our exgstiash and cash equivalents and future operadisig ftows. The actual timi
of our new rig construction payments may vary basedhe completion of various construction milesnwhich are beyond ¢
control. Notwithstanding the proposed merger witid®, the table below summarizes our significamtactual obligations as
December 31, 2010 and the periods in which sucdigatiins are due (in millions):

Payments due by period

2012 2014
and and After
2011 2013 2015 2015 Total

New rig construction agreemer® $ 435.¢ $223.9 $ - $ - $ 659.!
Principal payments on lo-term debr 17.2 34.4 34.¢ 172.¢ 258.4
Interest payments on lo-term debit 16.7 30.3 26.2 131.f 204.7
Operating lease 8.2 6.3 4.z 5.3 24.C
Total contractual obligatior(®®) $477. $294.9 $64.¢ $309.: $1,146.(

@ In February 2011, we entered into agreements tstnget two ultrahigh specification harsh environment jackup riggie amount
disclosed above exclude construction obligation$83.6 million for 2011 and $350.2 million for 20i&ated to these rigs.

In connection with the aforementioned agreementtestruct two new jackup rigs, we agreed withghgyard contractor to de’
$340.0 million of contractual commitments due dgr2011 related to the construction of ENSCO 850% BNSCO 8506 until tt
rigs are delivered during the first and second b&l2012, respectively. The amounts disclosed almude the aforemention
deferral of contractual commitmen

(@ Contractual obligations do not include $13.7 milliof unrecognized tax benefits included on our obdated balance sheet as
December 31, 2010. Substantially all of our ungmized tax benefits relate to uncertain tax pas#ithat were not under review
taxing authorities. Therefore, we are unable t@i$p¢he future periods in which we may be oblighte settle such amoun

(3 Contractual obligations do not include foreign emey forward contracts (“derivatives"). As of Dedmm 31, 2010, we h
derivatives outstanding to exchange an aggrega88.$2nillion U.S. dollars for various foreign cumcges, including $121.0 millic
for Singapore dollars. As of December 31, 2010,caomsolidated balance sheet included net deriwatssets of $16.4 million. All
our outstanding derivatives mature during the A@&months
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Liquidity

Our liquidity position as of December 31, 202009 and 2008 is summarized below (in millias;ept ratios):

2010 2009 2008
Cash and cash equivalel $1,050. $1,141. $789.¢
Working capital 1,087.7 1,167.¢ 973.(
Current ratic 4.1 34 3.3

We expect to fund our shdgrm liquidity needs, including approximately $5®5million of contractual obligations a
anticipated capital expenditures, as well as amidends, stock repurchases or working capital mequénts, from our cash and ¢
equivalents and operating cash flow. We expedtuma our longterm liquidity needs, including contractual obligats, anticipate
capital expenditures and dividends, from our casth eash equivalents, investments, operating cash énd, if necessary, fur
borrowed under our credit facility or other futdiancing arrangements.

Based on our $1,050.7 million of cash and caslivatgnts as of December 31, 2010 and our curremtractual backlog of ov
$3,000.0 million, we believe our $1,097.3 milliofi @ontractual obligations associated with the camsion of our ENSCO 85(
Series® rigs and two ultrhigh specification harsh environment jackup righ ke funded from existing cash and cash equivalant
future operating cash flow. We may decide to acdes$ markets to raise additional capital or inseglgquidity as necessary.

We expect to fund the proposed merger with Pridenfcash and cash equivalents, the Bridge Ternlifyagand potentiall
funds borrowed under our credit facility or otheture financing arrangements. In addition, weridt¢éo use such internal ci
resources and financing as well as cash and cashaéents of Pride following the merger to pay advy, legal, valuation and ott
professional fees incurred by both Ensco and Rriggproximately $69.0 million, ADS issuance castapproximately $70.0 milliol
debt issuance costs of approximately $20.0 millaanyell as change in control severance for ceRefe employees of approximat
$33.0 million. Upon completion of the proposed negrgwe will increase our indebtedness, which wilktlide acquisition de
financing of approximately $2,800.0 million and apgmately $1,860.0 million of Pride’debt obligations will remain outstand
after the merger. In addition, various commitmeantsl contractual obligations in connection with Bisdnormal course of busine
will remain outstanding after the merger, includislgigations associated with Pridefiewbuild program of approximately $1,3Z
million.

Effects of Climate Change and Climate Change Reguian

Greenhouse gas emissions have increasingly bett@seibject of international, national, regiontdtes and local attention. C
and trade initiatives to limit greenhouse gas eimimsshave been introduced in the European Unianil&ily, numerous bills related
climate change have been introduced in the U.Sgfess, which could adversely impact most industtieaddition, future regulatic
of greenhouse gas could occur pursuant to futeegytrobligations, statutory or regulatory changesew climate change legislatior
the jurisdictions in which we operate. It is unae@rtwhether any of these initiatives will be impkemed. However, based on publis
media reports, we believe that it is not reasondikély that the current proposed initiatives ireth.S. will be implemented withc
substantial modification. If such initiatives amplemented, we do not believe that such initiativesild have a direct, mater
adverse effect on our operating results.

Restrictions on greenhouse gas emissions or otfegied legislative or regulatory enactments cdwdde an indirect effect
those industries that use significant amounts dfopEum products, which could potentially result anreduction in demand 1
petroleum products and, consequently, our offsborgract drilling services. We are currently unabl@redict the manner or exten
any such effect. Furthermore, one of the loegn physical effects of climate change may benareiase in the severity and freque
of adverse weather conditions, such as hurricameigh may increase our insurance costs or risktete, limit insurance availabili
or reduce the areas in which, or the number of daysg which, our customers would contract for dtHing rigs in general and
the Gulf of Mexico in particular. We are currentigable to predict the manner or extent of any sifdtt.
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MARKET RISK
Derivatives

We use derivatives to reduce our exposure to uanarket risks, primarily foreign currency exchamate risk. Our function
currency is the U.S. dollar. As is customary in tleand gas industry, a majority of our revenues denominated in U.S. dolla
however, a portion of the expenses incurred by sofhmir subsidiaries are denominated in currenather than the U.S. dollar. \
maintain a foreign currency exchange rate risk rgameent strategy that utilizes derivatives to redmgeexposure to unanticipa
fluctuations in earnings and cash flows causedhanges in foreign currency exchange rates. We motly employ an interest re
risk management strategy that utilizes derivatha&ruments to minimize or eliminate unanticipatedtfiations in earnings and ci
flows arising from changes in, and volatility afferest rates.

We utilize derivatives to hedge forecasted foretgmrency denominated transactions, primarily tduce our exposure
foreign currency exchange rate risk associated whith portion of our remaining ENSCO 8500 Series@struction obligatior
denominated in Singapore dollars and contractiniilexpenses denominated in various other foreigrencies. As of December :
2010, $172.7 million of the aggregate remainingti@miual obligations associated with our ENSCO 8S3@#dies®constructiol
projects was denominated in Singapore dollars,lo€kv$115.8 million was hedged through derivatives.

We have net assets and liabilities denominatedimerous foreign currencies and use various mettwodgnage our expost
to changes in foreign currency exchange rates. Wedominantly structure our drilling contracts inSJdollars, which significant
reduces the portion of our cash flows and assetsrdimated in foreign currencies. We also employousr strategies, including t
use of derivatives, to match foreign currency deinated assets with equal or near equal amounterefgih currency denominai
liabilities, thereby minimizing exposure to earrsrifuctuations caused by changes in foreign cugremchange rates.

We utilize derivatives and undertake foreign cuocse exchange rate hedging activities in accordamitk our establishe
policies for the management of market risk. We mine our credit risk relating to the counterpartésur derivatives by transacti
with multiple, highquality financial institutions, thereby limiting pasure to individual counterparties, and by momigthe financie
condition of our counterparties. We do not entéo iderivatives for trading or other speculativemses. We believe that our ust
derivatives and related hedging activities reduwesexposure to foreign currency exchange rateamskinterest rate risk and does
expose us to material credit risk or any other nigtenarket risk.

As of December 31, 2010, we had derivatives onbitey to exchange an aggregate $239.9 million farous foreigl
currencies, including $121.0 million for Singapadl@lars. If we were to incur a hypothetical 10% @icbe change in foreign currel
exchange rates, net unrealized losses associatiedwri foreign currency denominated assets andiliab and related derivatives
of December 31, 2010 would approximate $21.8 mmillincluding $11.8 million related to our Singapadlar exposures. A porti
of these unrealized losses generally would be bffigecorresponding gains on certain underlying eigu future transactions be
hedged. All of our derivatives mature during tlextn18 months. See Note 5 to our consolidatech@iiz statements for additior
information on our derivative instruments.

Auction Rate Securities

We have generated a substantial cash balancémmdf which are invested in securities that nmeetrequirements for quali
and return. Investment of our cash exposes us tienaisk. We held $50.1 million (par value) of Hoo rate securities with
carrying value of $44.5 million as of December 3010. We intend to hold these securities untiytban be redeemed by issu
repurchased by brokerage firms or sold in a mattait facilitates orderly transactions. Due to digant uncertainties related to
auction rate securities market, we will be expasetthe risk of changes in the fair value of theseusities in future periods.

To measure the fair value of our auction rate sées as of December 31, 2010, we used an incgpeoach valuation moc
to estimate the price that would be received inharge for our auction rate securities in an ordedysaction between mar
participants. The resulting exit price was deriasdhe weightedverage present value of expected cash flows am@us periods (
illiquidity, using a riskadjusted discount rate based on the credit riskigality risk of our auction rate securitieswe were to inct
a hypothetical 10% adverse change in the aidkisted discount rate and a 10% adverse changieeiperiods of illiquidity, th
additional net unrealized losses on our auctiom saturities as of December 31, 2010 would apprataril.2 million. See Note 3
our consolidated financial statements for additiamf@rmation on our auction rate securities.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements and rdlaisclosures in conformity with GAAP requires auanagement to ma
estimates, judgments and assumptions that affectthounts reported in our consolidated financialestents and accompany
notes. Our significant accounting policies aretdeld in Note 1 to our consolidated financial staets. These policies, along with
underlying judgments and assumptions made in #ygitication, have a significant impact on our cdidsped financial statemen
We identify our critical accounting policies as ¢$leahat are the most pervasive and important tpalnieayal of our financial positic
and operating results, and that require the mdftuli, subjective and/or complex judgments by @mgament regarding estimate:
matters that are inherently uncertain. Our critmatounting policies are those related to prop&nty equipment, impairment of long-
lived assets and goodwill and income taxes.

Property and Equipment

As of December 31, 2010, the carrying value of pmaperty and equipment totaled $5,049.9 milliohjck represented 72%
total assets. This carrying value reflects theliegiion of our property and equipment accountimgigies, which incorpora
management's estimates, judgments and assumpgiatise to the capitalized costs, useful lives saldage values of our rigs.

We develop and apply property and equipment adooypolicies that are designed to appropriatelg ennsistently capitali:
those costs incurred to enhance, improve and extendseful lives of our assets and expense thmse mcurred to repair or maint
the existing condition or useful lives of our assdthe development and application of such policegires estimates, judgments
assumptions by management relative to the naturerad benefits from, expenditures on our assets.edétablish property a
equipment accounting policies that are designedidpreciate our assets over their estimated usefes.| The judgments a
assumptions used by management in determiningsékiluives of our property and equipment reflegthbhistorical experience a
expectations regarding future operations, util@atand performance of our assets. The use of diffeestimates, judgments
assumptions in the establishment of our property equipment accounting policies, especially thos®lving the useful lives of o
rigs, would likely result in materially differensset carrying values and operating results.

The useful lives of our drilling rigs are diffi¢ulo estimate due to a variety of factors, inclgdiachnological advances t
impact the methods or cost of oil and natural ggdogation and development, changes in market on@mic conditions and chang
in laws or regulations affecting the drilling indys We evaluate the remaining useful lives of ogs on a periodic basis, considel
operating condition, functional capability and netriind economic factors. Our most recent changstimated useful lives occuri
during 1998, when we extended the useful livesunfdrilling rigs by an average of five to six years

Our fleet of 40 jackup rigs represented 68% ofgtass cost and 59% of the net carrying amountoflepreciable property a
equipment as of December 31, 2010. Our jackupaigsdepreciated over useful lives ranging frontd 80 years. Our fleet of fi
ultra-deepwater semisubmersible rigs, exclusiihe@ENSCO 8500 Series®s under construction, represented 28% of thegycos
and 38% of the net carrying amount of our depréeigivoperty and equipment as of December 31, 2020r ultradeepwate
semisubmersible rigs are depreciated over gezl-useful life. The following table provides amadysis of estimated increases
decreases in depreciation expense that would hese tecognized for the year ended December 31, 201@rious assumed chan
in the useful lives of our drilling rigs effectilanuary 1, 2010:

Increase (decrease) il Estimated increase (decrease) i
useful lives of our depreciation expense that would
drilling rigs have been recognized (in millions
10% $(29.3)
20% (46.2)
(10%) 13.1
(20%) 42.5
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Impairment of Long-Lived Assets and Goodwill

We evaluate the carrying value of our property augiipment, primarily our drilling rigs, when evenor changes
circumstances indicate that the carrying valueuahsrigs may not be recoverable. Generally, extéruiiods of idle time and/
inability to contract rigs at economical rates areindication that a rig may be impaired. Howevke, offshore drilling industry h
historically been highly cyclical, and it is notusual for rigs to be unutilized or underutilized &ignificant periods of time a
subsequently resume full or near full utilizatiorhem business cycles change. Likewise, during perioidsupply and dema
imbalance, rigs are frequently contracted at or wash brealeven rates for extended periods of time until dates increase wh
demand comes back into balance with supply. Impaitnsituations may arise with respect to specifaiviidual rigs, groups of rig
such as a specific type of drilling rig, or rigsancertain geographic location. Our rigs are moaild may generally be moved fr
markets with excess supply, if economically feasitDur jackup and ultrdeepwater semisubmersible rigs are suited for,
accessible to, broad and numerous markets throaigim@world.

For property and equipment used in our operatimverability is generally determined by compaurihe carrying value of an asset to
expected undiscounted future cash flows of thetasbe carrying value of an asset is not recabé, the amount of impairment loss is meas
as the difference between the carrying value obfget and its estimated fair value. The deterioimatf expected undiscounted cash flow amc
requires significant estimates, judgments and apsans, including utilization, day rates, expenseels and capital requirements, as well as
flows generated upon disposition, for each of orlling rigs. Due to the inherent uncertainties asated with these estimates, we perf
sensitivity analysis on key assumptions as paotofrecoverability test.

If the global economy deteriorates and/or otheanév or changes in circumstances indicate thataneing value of one
more drilling rigs may not be recoverable, we wihclude that a triggering event has occurred amfbpn a recoverability test. If,
the time of the recoverability test, managementigiments and assumptions regarding future indestngitions and operations h:
diminished, it is reasonably possible that we cadclude that one or more of our drilling rigs anpaired.

We test goodwill for impairment on an annual basmiswhen events or changes in circumstances irdittet a potenti
impairment exists. The goodwill impairment testuiees us to identify reporting units and estimaaeheunit's fair value as of t
testing date. Our three reportable segments represir reporting units. In most instances, oucwation of the fair value of o
reporting units is based on estimates of futurealiated cash flows to be generated by our driltigg, which reflect managemel
judgments and assumptions regarding the appropigk-adjusted discount rate, as well as future industryditions and operatiot
including expected utilization, day rates, expelesels, capital requirements and terminal valugsemch of our rigs. Due to t
inherent uncertainties associated with these essnave perform sensitivity analysis on key assionptas part of our goodw
impairment test.

If the aggregate fair value of our reporting urikseeds our market capitalization, we evaluateghsonableness of the imp!
control premium which includes a comparison to iegblcontrol premiums from recent market transastiwithin our industry or oth
relevant benchmark data. To the extent that thdiéhgontrol premium based on the aggregate fdirevaf our reporting units is r
reasonable, we adjust the discount rate used irdisaounted cash flow model and reduce the estirfaie values of our reportit
units.

If the estimated fair value of a reporting unitegds its carrying value, its goodwill is considenet impaired. If the estimat
fair value of a reporting unit is less than itsrgarg value, we estimate the implied fair valuetiodé reporting unit's goodwill. If tt
carrying amount of the reporting unit's goodwilcerds the implied fair value of the goodwill, arpairment loss is recognized in
amount equal to such excess. In the event we dispfodrilling rig operations that constitute a mesis, goodwill would be allocatec
the determination of gain or loss on disposal. Baseour annual goodwill impairment test perfornasdof December 31, 2010, th
was no impairment of goodwill, and none of our ®ipg units were determined to be at risk of a g@idldmpairment in the neaterrr
under the current circumstances.

If the global economy deteriorates and/or our etqt@®ns relative to future offshore drilling indysconditions decline, we m
conclude that the fair value of one or more of mporting units has more-likely-tharoet declined below its carrying amount
perform an interim period goodwill impairment teHt. at the time of the goodwill impairment testanmagement's judgments
assumptions regarding future industry conditiond eperations have diminished, or if the market @afiour shares has declined,
could conclude that the goodwill of one or moreoaf reporting units has been impaired. It is reabbnpossible that the judgme
and assumptions inherent in our goodwill impairmest may change in response to future market tiondi
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Asset impairment evaluations are, by nature, Kighibjective. In most instances, they involve exgtians of future ca
flows to be generated by our drilling rigs, whigflect management's judgments and assumptionsdiegduture industry conditiol
and operations, as well as management's estimétespected utilization, day rates, expense leveld eapital requirements. T
estimates, judgments and assumptions used by nraeagén the application of our asset impairmenigies reflect both historic
experience and an assessment of current operatiodaistry, market, economic and political envir@ms. The use of differe
estimates, judgments, assumptions and expectatiegerding future industry conditions and operationsuld likely result i
materially different asset carrying values and apeg results.

Income Taxes

We conduct operations and earn income in numezoustries and are subject to the laws of numeraugurisdictions. As ¢
December 31, 2010, our consolidated balance shekided a $348.7 million net deferred income tability, an $11.9 milliol
liability for income taxes currently payable an@%8.7 million liability for unrecognized tax bentsfi

The carrying values of deferred income tax asaetsliabilities reflect the application of our imue tax accounting polici
and are based on management's estimates, judgarghtssumptions regarding future operating reanldslevels of taxable incon
Carryforwards and tax credits are assessed foizatiah as a reduction of future taxable incomeuling a more-likely-thamot
determination.

We do not provide deferred taxes on the undisieitbiearnings of our U.S. subsidiary and predece&swco Delawar
because our policy and intention is to reinveshse@rnings indefinitely or until such time thatyhean be distributed in a tdree
manner. We do not provide deferred taxes on théstrilmited earnings of Ensco Delaware's b6~ subsidiaries because our pc
and intention is to reinvest such earnings indegipi

The carrying values of liabilities for income taxaurrently payable and unrecognized tax benafiédbased on manageme
interpretation of applicable tax laws and incorpermanagement's estimates, judgments and assuspégarding the use of 1
planning strategies in various taxing jurisdictioiie use of different estimates, judgments andirapons in connection wi
accounting for income taxes, especially those wingl the deployment of tax planning strategies, mesult in materially differel
carrying values of income tax assets and liabdliiad operating results.

We operate in many jurisdictions where tax lawktieg to the offshore drilling industry are not Weeveloped. |
jurisdictions where available statutory law andulagons are incomplete or underdeveloped, we ohpabfessional guidance &
consider existing industry practices before utiliztax planning strategies and meeting our taxgatibns.

Tax returns are routinely subject to audit in njassdictions and tax liabilities are occasiondilyalized through a negotiati
process. While we have not historically experiensigdificant adjustments to previously recognizedassets and liabilities as a re
of finalizing tax returns, there can be no asswrghat significant adjustments will not arise ie fature. In addition, there are sev
factors that could cause the future level of urggety relating to our tax liabilities to increasegluding the following:

. The IRS and HMRC may disagree with our interpretatof tax laws, treaties, or regulations with resp® the
redomestication.

. During recent years, the number of tax jurisdictions imolr we conduct operations has increased, and wertly
anticipate that this trend will continue.

. In order to utilize tax planning strategies and digrt operations efficiently, our subsidiaries fregily enter int
transactions with affiliates that are generally jeabto complex tax regulations and are frequentlyiewed by ta
authorities.

. We may conduct future operations in certain taxsglictions where tax laws are not well developet] & may b

difficult to secure adequate professional guidance.

. Tax laws, regulations, agreements and treatiesgehdrequently, requiring us to modify existing tatrategies t
conform to such change
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NEW ACCOUNTING PRONOUNCEMENTS

In December 2010, the FASB issued Accountitan&ards Update 2010-28, "Intangible§eodwill and Other (Topic 35(
When to Perform Step 2 of the Goodwill ImpairmeisiTfor Reporting Units with Zero or Negative Cargy Amounts" ("Updat
2010-28"). Update 20128 provides amendments to Topic 350 that modify Stef the goodwill impairment test for reportingits
with zero or negative carrying amounts by estabigla requirement that Step 2 of the goodwill inneint test be performed for th
reporting units if it is more-likely-than-not thatgoodwill impairment exists. Update 2028-is effective for fiscal years, and inte
periods within those years, beginning after Decanilse 2010. We do not expect the adoption of Up@&tE028 to have a mater
effect on our future goodwill impairment tests.

In December 2010, the FASB issued Accountitam&ards Update 20128, "Business Combinations (Topic 805): Disclosuf
Supplementary Pro Forma Information for BusinessnBioations" ("Update 2010-29"). Update 20A9-provides amendments
Topic 805 that specify that if a public entity peats comparative financial statements, the entibukl disclose revenue and earn
of the combined entity as though the business coatibin(s) that occurred during the current year dexrred as of the beginning
the comparable prior annual reporting period omlyrthermore, this update provides amendments tdacT8@5 that expand tl
supplemental pro forma disclosures to include arifg#on of the nature and amount of material, monrring pro forma adjustme
directly attributable to the business combinatiociuded in the reported pro forma revenue and egsniUpdate 20109 is effectivi
prospectively for business combinations for whicl &cquisition date is on or after the beginningheffirst annual reporting peri
beginning on or after December 15, 2010. We exjheceffect of adoption of Update 2029-to be limited to pro forma disclosure:
any future acquisitions.
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Exhibit 99.:

The following “Business” section should bedéa conjunction with our consolidated financiahteiments included inltem
8. Financial Statements and Supplementary Daiay references to Notes in the following “Businesgttion refer to the Notes
Consolidated Financial Statements included in “l&nfinancial Statements and Supplementary Dattédhed as Exhibit 99.1to t
Report).

As further discussed in Note 13 to our consolidafi@ancial statements included in "ltem 8. FinahcStatements ai
Supplementary Data" (attached as Exhibit 99.1 i®» Report), our consolidated financial statemeaotsall periods presented her
have been updated to retrospectively reflect tlegemization of our reportable segments resultmognfthe merger transaction w
Pride International, Inc. (the "Merger") completad May 31, 2011, pursuant to which Pride Intermatidoecame an indirect, wholly-
owned subsidiary of Ensco plc. This filing inclsdgpdates only to the portions of Item 1, Item @ &am 8 of the Form 18- thai
specifically relate to the updated segment discksuesulting from the Merger and reorganizatiod does not otherwise modify
update any other disclosures set forth in the FIDrK.

ltem 1. Business
General

Ensco plc is a global offshore contract drillingmgpany. As of February 15, 2011, our offshore kgtf included 40 jackt
rigs, five ultra-deepwater semisubmersible rigs and barge rig. Additionally, we have three ulieepwater semisubmersible |
and two ultra-high specification harsh environmeaokup rigs under construction.

We are one of the leading providers of offshorat@aet drilling services to the international oitdagas industry. O
operations are concentrated in the geographic megib Asia Pacific (which includes Asia, the Middast and Australia), Europe ¢
Africa, and North and South America. Unless thetexinrequires otherwise, the terms "Ensco," "Comggdhwe," "us" and "our" refe
to Ensco plc together with all subsidiaries andipoessors.

We provide drilling services on a "day rate" cantrbasis. Under day rate contracts, we providglland rig and rig crew
and receive a fixed amount per day for drilling@lwOur customers bear substantially all of theiléary costs of constructing the w
and supporting drilling operations, as well ase¢benomic risk relative to the success of the weladdition, our customers may |
all or a portion of the cost of moving our equiprmand personnel to and from the well site. We dopnovide "turnkey" or other risk-
based drilling services.

We have assembled one of the largest and mosbleap&shore drilling rig fleets in the world. Weave grown our fle
through corporate acquisitions, rig acquisitiond aew rig construction. A total of 27 jackup rigsaur current fleet were obtair
through the acquisitions of Penrod Holding Corgoraduring 1993, Dual Drilling Company during 1986d Chiles Offshore In
during 2002. During 2000, we completed constructtfnENSCO 101, a harsh environment jackup rig, &NISCO 7500,
dynamically positioned ultra-deepwater semisubrbéesig capable of drilling in water depths of @p&,000 feet.

During 2004 and 2005, we acquired full owngrsti ENSCO 102, a harsh environment jackup rigil BNNSCO 106, an ultra-
high specification jackup rig. Both rigs were ialty constructed through joint ventures with Kepp&LS Limited ("KFELS"), .
major international shipyard. During 2006 and 200&,completed construction of ENSCO 107 and ENSQ&) despectively, both
which are ultra-high specification jackup rigs. Digr2010, we acquired an ultrégh specification jackup rig constructed in 200!
renamed the rig ENSCO 109. In February 2011, wered into agreements with KFELS to construct titeathigh specificatio
harsh environment jackup rigs which are currentigantracted and scheduled for delivery during tret find second half of 20:
respectively.

We previously contracted KFELS to construateseultra-deepwater semisubmersible rigs (the "EQB600 Series®ligs)
based on our proprietary design. The ENSCO 850&&®@rigs are enhanced versions of ENSCO 7500 capabdkilbhg in up tc
8,500 feet of water. ENSCO 8500 and ENSCO 8501 wdeligered in September 2008 and June 2009, r@gphctand commence
drilling operations in the U.S. Gulf of Mexico urrdeng-term contracts during 2009. ENSCO 8502 was delid/arelanuary 2010 a
commenced drilling operations in the U.S. Gulf o&Nto under a shoterm sublet agreement during the fourth quarteRQf0
ENSCO 8503 was delivered in September 2010 angpscted to commence drilling operations in Frenciia@a under a shotérmr
sublet agreement during the first quarter of 2ENSCO 8502 and ENSCO 8503 are expected to comnukitiey operations in th
U.S. Gulf of Mexico under twgear contracts during 2011. ENSCO 8504, ENSCO &B@bENSCO 8506 currently are uncontra
and expected to be delivered during the third @uart 2011 and the first and second half of 20&8pectively.



Our business strategy has been to focus oa-détepwater semisubmersible rig and premium jacigiperations and de-
emphasize other operations and assets considerbg twoneore or that do not meet our standards for findnp&formance
Accordingly, we sold our marine transportation ssrwessel fleet, two platform rigs and two barggs during 2003. We sold o
jackup rig and two platform rigs to KFELS during@0in connection with the execution of the ENSCQ t6nstruction agreeme
We disposed of five barge rigs and one platformdaging 2005 and our last remaining platform rigidg 2006. We also sold thr
jackup rigs located in the Asia Pacific region ame jackup rig located in the North America regileming 2010

Our predecessor, ENSCO International Incorporétedsco Delaware"), was formed as a Texas cormoraturing 1975 ar
reincorporated in Delaware during 1987. In Decan2®99, we completed the reorganization of the aaie structure of the group
companies controlled by Ensco Delaware, pursuamthich an indirect, whollyawned subsidiary merged with Ensco Delaware
Ensco plc became our publicheld parent company incorporated under English (e "redomestication™). In connection with
redomestication, each issued and outstanding sliazemmon stock of Ensco Delaware was converteal tim¢ right to receive ol
American depositary share ("ADS" or "share"), eagpresenting one Class A ordinary share, par vali& $0.10 per share,
Ensco plc. Our ADSs are governed by a deposit aggae with Citibank, N.A. as depositary and tradetbe New York Stoc
Exchange (the "NYSE") under the symbol "ESV," thmbol for Ensco Delaware common stock before thlemgestication.

The redomestication was accounted for as an ateaorganization of entities under common consmadl, therefore, Ens
Delaware's assets and liabilities were accountedtftheir historical cost basis and not revaluethe transaction. We remain sub
to the U.S. Securities and Exchange Commission"@R€") reporting requirements, the mandates ofShdane®©xley Act and th
applicable corporate governance rules of the NYeBid, we will continue to report our consolidatedafioial results in U.S. dollars
in accordance with U.S. generally accepted accogngrinciples ("GAAP"). We also must comply with diiibnal reporting
requirements of English law.

Our principal executive office is located at 6 €fegfield Gardens, London W1J5BQ, England, Unitadgom, and ot
telephone number is +44 (0) 7659 4660. Our welsitecated at www.enscoplc.com.

Pending Merger with Pride

On February 6, 2011, Ensco plc entered into aneément and Plan of Merger with Pride Internatiohat,, a Delawai
corporation (“Pride”), Ensco Delaware, and ENSCOnitdees LLC, a Delaware limited liability companydaan indirect, wholly-
owned subsidiary of Ensco (“Merger SubPursuant to the merger agreement and subject toothditions set forth therein, Mer
Sub will merge with and into Pride, with Pride ke surviving entity and an indirect, wholbwned subsidiary of Ensco. As a resu
the merger, each outstanding share of Psidemmon stock (other than shares of common steltkdirectly or indirectly by Ensc
Pride or any whollyawned subsidiary of Ensco or Pride (which will lzencelled as a result of the merger), those shatbsegpect t
which appraisal rights under Delaware law are pigpexercised and not withdrawn and other shards Ime certain U.K. residents
determined by Ensco) will be converted into thédrig receive $15.60 in cash and 0.4778 Ensco ADSder certain circumstanc
U.K. residents may receive all cash considerat®a eesult of compliance with legal requirements.

We estimate that the total consideration to béveleld in the merger to be approximately $7,400i0ian, consisting o
$2,800.0 million of cash, the delivery of approxteig 86.0 million Ensco ADSs (assuming that no @ramployee stock options -
exercised before the closing of the merger) wittaggregate value of $4,550.0 million based on thsirg price of Ensco ADSs
$52.88 on February 15, 2011 and the estimatedvédire of $45.0 million of Pride employee stock ops assumed by Ensco. -
value of the merger consideration will fluctuatesdéséh upon changes in the price of Ensco ADSs anddhgber of shares of Pri
common stock and employee options outstanding erclbsing date. The merger agreement and the merger approved by tl
respective Boards of Directors of Ensco and Pridensummation of the merger is subject to the agraf the shareholders of En:
and the stockholders of Pride, regulatory approaatthe satisfaction or waiver of various otherditions as more fully described
the merger agreement. Subject to receipt of reduapprovals, it is anticipated that the closinghef merger will occur during t
second quarter of 2011.



Contract Drilling Operations

In connection with the Merger and resultmg@gnagement reorganization, we evaluated our ¢hemnt core assets ¢
operations and organized them into three segmeagsdbon water depth operating capabilities. Acogtgi we now consider o
business to consist of three reportable segmeht®éepwater, which consists of our rigs capabldrifing in water depths of 4,5
feet or greater, (2) Midwater, which consists of semisubmersible rigs capable of drilling in walepths of 4,499 feet or less and
Jackup, which consists of our jackup rigs capalbleparating in water depths up to 400 feet. Eaclwfthree reportable segme
provides one service, contract drilling. We engagthe drilling of offshore oil and natural gas wells pyoviding our drilling rig:
and crews under contracts with major internatiogalernment-owned and independent oil and gas coiega

We currently own and operate 40 jackup rige tiltradeepwater semisubmersible rigs and one barge fithe240 jacku
rigs, 17 are located in the Asia Pacific Rim regi®@ are located in the Europe and Mediterranegiomeand 13 are located in -
North America region

Our ENSCO 7500 ultrdeepwater semisubmersible rig is undergoing anrer@ment project in a shipyard in Singapore
is expected to commence drilling operations in Braader a two-and-&alf year contract during the third quarter of 20EINSCC
8500 and ENSCO 8501 are operating under long-temtracts in the U.S. Gulf of MexicoENSCO 8502 was delivered in Jant
2010 and commenced drilling operations in the \GSIf of Mexico under a shoterm sublet agreement during the fourth quart
2010. ENSCO 8503 was delivered in September 20di0saexpected to commence drilling operations EnEh Guiana under a short-
term sublet agreement during the first quarter@ifl2 ENSCO 8502 and ENSCO 8503 are expected to eowerdrilling operations
the U.S. Gulf of Mexico under two-year contractsidg 2011.

In addition, we have three uncontracted utgepwater semisubmersible rigs and two uncontradteathigh specificatio
harsh environment jackup rigs under constructioiKB¥£LS at a shipyard in Singapore. The rigs aredualed for delivery during tl
third quarter of 2011, the first and second hal2612 and the first and second half of 2013, rasgeyg. Our barge rig is curren
stacked in Singapore.

Our drilling rigs are used to drill and compleieamd natural gas wells. Demand for our drillirensces is based upon m:
factors which are beyond our control, including:

. market price of oil and natural gas and theibtaihereof,

. production levels and related activities of the @rigation of Petroleum Exporting Countries ("OPE@HY other oil ar
natural gas producers,

. global oil supply and demand,

. regional natural gas supply and demand,

. worldwide expenditures for offshore oil and matwgas drilling,

. long-term effect of worldwide energy conservatineasures,

. applicable regulatory and legislative restrictions,

. the development and use of alternatives to lgattmn-based energy sources, and
. worldwide economic activity



Our drilling contracts are the result of negotia§ with our customers, and most contracts are daglatipon competiti\
bidding. Our drilling contracts generally contalre tfollowing commercial terms:

contract duration extending over a specific ga:of time or a period necessary to drill one oreneells,

term extension options in favor of our customemegally exercisable upon advance notice to us, wtually agreec
indexed or fixed rates,

provisions permitting early termination of the aat (i) if the rig is lost or destroyed or (ii) ltye customer if operatio
are suspended for a specified period of time dumeakdown of major rig equipment, unsatisfactayfgrmance, "forc
majeure” events beyond the control of either partgther specified condition

some of our drilling contracts permit early ternioa of the contract by the customer for convengefwithout cause
generally exercisable upon advance notice andrireszases without making an early termination payrieeos,

payment of compensation to us (generally in U.Sadoalthough some contracts require a portiothefcompensatic
to be paid in local currency) on a "day work" bagish that we receive a fixed amount for each taay(rate") that th
drilling unit is operating under contract (lowertes or no payments (“zero rate") generally applyinduperiods ¢
equipment breakdown and repair or in the eventaijwers are suspended or interrupted by other spdaifonditions
some of which may be beyond our control),

payment by us of the operating expenses of tiflend unit, including crew labor and incidentadjrsupply costs, and

provisions in term contracts allowing us to recowertain labor and other operating cost increasas bur custome
through day rate adjustment or otherw

Financial information regarding our reclassifiegemting segments and geographic regions is pexsantNote 13 to ol
consolidated financial statements included in "l&nfinancial Statements and Supplementary Da&aditional financial informatio
regarding our reclassified operating segmentsaserted in "ltem 7. Management's Discussion andyAisaof Financial Conditic
and Results of Operations."

Backlog Information

Our contract drilling backlog reflects firm commignts, typically represented by signed drillingtcacts, and was calculated
multiplying the contracted operating day rate bg finm contract period. The contracted operating dde excludes certain types
non-recurring revenues for rig mobilization, denfiabtion, contract preparation and other custoreenbursables.

The following table summarizes our contraatdbag of business as of February 1, 2011 and 2BilMiflions):

2011® 2010

Deepwate $1,72:.4 $1,68¢9
Midwater @ -- --
Jackug 1,343 1,265.2
Total $3,06¢.7 $2,9581

()

@

Backlog includes revenues realized during Janubtlyeorespective year.

In May 2011, midwater rigs were acquired in conivectvith the Merger. Therefore, our rig fleet didi
consist of midwater rigs as of February 1, 2011 20:D.



Our Deepwater backlog increased by $33.5 milliamarily due to a new ENSCO 7500 contract entergd in early 201:
mostly offset by revenues realized during 2010.r @ackup backlog increased by $80.1 million prityagdiue to an extension of t
current ENSCO 102 contract through May 2016 anceimental tender activity in the Europe and Mediteean region, mostly offe
by revenues realized on our loteym contracts in Mexico and limited tender acyivit the Asia Pacific Rim. The table summar
our annual backlog by reportable segment as ofugebrl, 2011 (in millions):

2014
2011 @ 2012 2013 and Beyond Total
Deepwate $ 53t5 $731.8 $42¢.3 $27.8 $1,72:.4
Midwater ) -- - -- - --
Jackug 834.2 257.8 74.2 17¢€.1 1,345.3
Total $1,36¢7 $98¢.6 $502.5 $20¢.9 $3,06¢7

(1) Backlog for the year ended December 31, 2011 imdudvenues realized during January 2011.

@  In May 2011, midwater rigs were acquired in conioectvith the Merger. Therefore, our rig fleet didt consist of midwater rit
as of February 1, 201

Our drilling contracts generally contain provissgqmermitting early termination of the contractifijhe rig is lost or destroyed
(ii) by the customer if operations are suspended fspecified period of time due to breakdown ofaneg equipment, unsatisfactc
performance, "force majeure” events beyond therobaof either party or other specified conditions. addition, some of our drillir
contracts permit early termination of the contifacthe customer for convenience (without causea)egaly exercisable upon adva
notice to us and in some cases without making dg Eamination payment to us. There can be narasses that our customers
be able to or willing to fulfill their contractuatommitments to us. Therefore, revenues recordefiitume periods could diffi
materially from the backlog amounts presented éntétble above.

Major Customers

We provide our contract drilling services t@jor international, governmentvned and independent oil and gas compe
During 2010, Chevron and Petrléns Mexicanos ("PEMEX") represented 14% and 11%usfconsolidated revenues, respectiy
and our five largest customers accounted for 43%onéolidated revenues in the aggregate.

Competition

The offshore contract drilling industry is highdpmpetitive with numerous industry participantsillibig contracts are, for tt
most part, awarded on a competitive bid basis eRrmmnpetition is often the primary factor in detivimg which contractor is award
a contract, although quality of service, operatioand safety performance, equipment suitability andilability, location c
equipment, reputation and technical expertise Befactors. We have numerous competitors in tffghofe contract drilling industr
several of which are larger and have greater ressithan us.



Governmental Regulation

Our operations are affected by political developteeand by laws and regulations that relate diettlthe oil and gz
industry, including laws and regulations that havenay impose increased financial responsibilitgt ait spill abatement continger
plan capability requirements. Accordingly, we vii# directly affected by the approval and adoptibfaws and regulations curtaili
exploration and development drilling for oil andtural gas for economic, environmental, safety dreotpolicy reasons. It is al
possible that these laws and regulations could raglye affect our operations in the future by sigaiftly increasing our operati
costs.

Environmental Matters

Our operations are subject to laws and regulatmomgrolling the discharge of materials into theviemnment, pollutior
contamination and hazardous waste disposal or wiberrelating to the protection of the environmeBhvironmental laws ai
regulations specifically applicable to our businas8vities could impose significant liability ors dor damages, clearp costs, fine
and penalties in the event of oil spills or simidgscharges of pollutants or contaminants intogh@ronment or improper disposal
hazardous waste generated in the course of ouatiges, which may not be covered by contractuadmnification or insurance a
could have a material adverse effect on our fir@Emmsition, operating results and cash flows. @&edsuch laws and regulations
not had a material adverse effect on our operatsglts, and we have not experienced an accidahthtis exposed us to mate
liability arising out of or relating to discharget pollutants into the environment. However, tagislative and regulatory respons
the BP Macondo well incident could substantiallgrease our customers' liabilities in respect ofspills and also could incre:
our liabilities. In addition to potential increakdabilities, such legislative or regulatory actieould impose increased financ
insurance or other requirements that may advemgdgct the entire offshore drilling industry.

The International Convention on Oil Pollution Paegdness, Response and Cooperation, the U.K. Mar@tapping Ac
1995, the U.K. Merchant Shipping (Qil Pollution Pagedness, Response and Cooperation Conventionjldtiegs 1998 and oth
related legislation and regulations and the OillRioin Act of 1990 ("OPA 90"), as amended, and otleS. federal statutes applica
to us and our operations, as well as similar satit Texas, Louisiana, other coastal states drat abnU.S. jurisdictions, address
spill prevention and control and significantly ergaliability, fine and penalty exposure across maergments of the oil and ¢
industry. Such statutes and related regulationos®m variety of obligations on us related to trevention of oil spills, disposal
waste and liability for resulting damages. Foranste, OPA 90 imposes strict and, with limited exicgs, joint and several liabili
upon each responsible party for oil removal costwell as a variety of fines, penalties and damagsilar environmental laws apj
in our other areas of operation. Failure to compith these statutes and regulations, including GB®Amay subject us to civil
criminal enforcement action, which may not be cedeby contractual indemnification or insurance aadld have a material adve
effect on our financial position, operating resaitel cash flows.

Events in recent years, including the BP Macone@d imcident, have heightened governmental andrenmental conceri
about the oil and gas industry. From time to tihegjslative proposals have been introduced thatldvenaterially limit or prohibi
offshore drilling in certain areas. We are advigradfected by restrictions on drilling in certaémeas of the U.S. Gulf of Mexico &
elsewhere, including the conditions for lifting ttecent moratorium/suspension in the U.S. Gulf eio, the adoption of associa
new safety requirements and policies regardingfipgoval of drilling permits, restrictions on dewgient and production activities
the U.S. Gulf of Mexico and associated Notices égdees ("NTLs") that have and may further impactoperations. If new laws ¢
enacted or other government action is taken thettice or prohibit offshore drilling in our princiih areas of operation or imp¢
environmental protection requirements that matgriaicrease the liabilities, financial requirementsoperating or equipment cc
associated with offshore drilling, exploration, depment or production of oil and natural gas, fmancial position, operating rest
and cash flows could be materially adversely affect



Non-U.S. Operations

Revenues from nod-S. operations were 75%, 86% and 79% of our takolidated revenues during 2010, 2009 and .
respectively. Our not).S. operations and shipyard rig construction amuaacement projects are subject to political, eoooa@nc
other uncertainties, including:

. terrorist acts, war and civil disturbances,

. expropriation, nationalization, deprivation andiscation of our equipment,
. expropriation or nationalization of a customergperty or drilling rights,
. repudiation or nationalization of contracts,

. assaults on property or personnel,

. piracy, kidnapping and extortion demands,

. exchange restrictions,

. currency fluctuations,

. changes in the manner or rate of taxation,

. limitations on our ability to recover amountsegu

. increased risk of government and/or vendor/Sappbrruption,

. changes in political conditions, and

. changes in monetary policie

We historically have maintained insurance coveray® obtained contractual indemnities that pratectrom some, but not ¢
of the risks associated with our nbhS. operations such as nationalization, deprimatonfiscation, political and war risks. Howe'
there can be no assurance that any particulardfpentractual or insurance protection will be &afalie in the future or that we will
able to purchase our desired level of insuranceereme at commercially feasible rates. Moreover,nmeg initiate a selfasuranc
program through one or more captive insurance didr@s. In circumstances where we have insurgnaection for some or all
the risks associated with ndhS. operations, such insurance may be subjecnoedlation on short notice, and it is unlikelyttins
will be able to remove our rig or rigs from theeaffed area within the notice period. Accordinglgignificant event for which we ¢
uninsured, underinsured or seisured, or for which we have not received an exgfable contractual indemnity from a customer, ¢
cause a material adverse effect on our financisitipn, operating results and cash flows.



We are subject to various tax laws and regulatiorsubstantially all of the countries in which wperate or have a le
presence. We evaluate applicable tax laws and gnvaldous business structures and operating stemtég obtain the optimal level
taxation on our revenues, income, assets and pebofictions by tax authorities that impact ourihass structures and opera
strategies, such as changes to tax treaties, lnd/segulations, or the interpretation or repeasae, adverse rulings in connec
with audits or otherwise or other challenges, maystantially increase our tax expense.

Our nonb.S. operations also face the risk of fluctuatingrency values, which can impact our revenues,aijpgr costs ar
capital expenditures. We currently conduct contrdiitling operations in certain countries that haerperienced substani
fluctuations in the value of their currency comphte the U.S. dollar. In addition, some of the doies in which we operate he
occasionally enacted exchange controls. Histogic#lese risks have been limited by invoicing aeceiving payment in U.S. doll:
(our functional currency) or freely convertible @mcy and, to the extent possible, by limiting @taace of foreign currency
amounts which approximate our expenditure requirgsan such currencies. However, there is no asser¢hat our contracts w
contain such terms in the future.

A portion of the costs and expenditures inedifoy our norld.S. operations, including a portion of the consian payment
for our ENSCO 8500 Seriesf®ys, are settled in local currencies, exposingoussks associated with fluctuation in the valdehmse
currencies relative to the U.S. dollar. We use ifprecurrency forward contracts to reduce this expesHowever, the relati
weakening in the value of the U.S. dollar in r@atio the local currencies in these countries mageiase our costs and expenditures.

Our nonb.S. operations are also subject to various lawisragulations in countries in which we operateluding laws an
regulations relating to the operation of drillings and the requirement for equipment thereon. @wwents in some countries hi
become increasingly active in regulating and cdlimig the ownership of oil, natural gas and minetahcessions and compar
holding concessions, the exploration of oil andureltgas and other aspects of the oil and gas indirstheir countries. In additio
government action, including initiatives by OPECaynrtontinue to cause oil and/or natural gas priatiity. In some areas of t
world, government activity has adversely affecteel amount of exploration and development work peréal by major internation
oil and gas companies and may continue to do soedder, certain countries accord preferential inggit to local contractors or jo
ventures, which can place us at a competitive disatédige. There can be no assurance that such taluggulations or activities w
not have a material adverse effect on our futueramons.



Executive Officers

The table below sets forth certain informatiegarding our principal officers including our exéve officers:

Name Age Position
Daniel W. Rabut 56 Chairman, President and Chief Executive Off
William S. Chadwick, Jr 63 Executive Vice Presidel- Chief Operating Office
John Mark Burn: 54 Senior Vice Presidel
Patrick Carey Lowi 52 Senior Vice Presidel
James W. Swent | 60 Senior Vice Presider- Chief Financial Office
David A. Armour 53 Vice Presiden- Finance
John Knowltor 51 Vice Presiden- Engineering and Capital Proje:
H. E. Malone, Jr 67 Vice President and Assistant Secref
Cary A. Moomijian, Jr 63 Vice President, General Counsel and Secre¢
Sean P. O'Neil 47 Vice Presiden- Investor Relation
Michael K. Wiley 51 Vice Presiden- Human Resources and Secur
Michael B. Howe 44 Treasure
Douglas J. Manki 36 Controller and Assistant Secret:

Set forth below is certain additional information our executive officers, including the busineggegience of each execut
officer for at least the last five years:

Daniel W. Rabun joined Ensco in March 2006 asiBees$ and as a member of the Board of Directors.Rébun was appoint
to serve as the Company's Chief Executive Offi¢gacdve January 1, 2007 and elected Chairman efBbard of Directors in Me
2007. Prior to joining the Company, Mr. Rabun wagsagtner at the international law firm of Baker &Kenzie LLP where he h
practiced law since 1986, except for one year wiegerved as Vice President, General Counsel aét8s/ of a company in Dalli
Texas. Mr. Rabun provided legal advice and couttsak for over fifteen years before joining the Qamy and served as one of
directors during 2001. He has been a Certified iPubtcountant since 1976 and a member of the T&eassince 1983. He hold:
Bachelor of Business Administration Degree in Aating from the University of Houston and a Jurisciiwate Degree fro
Southern Methodist University.



William S. Chadwick, Jr. joined Ensco in Jut#87 and was elected to his current position ofchbtee Vice President -
Chief Operating Officer effective January 1, 208ior to his current position, Mr. Chadwick serwb@ Company as Senior V
President - Operations, Senior Vice President, MemiOffice of the President and Chief Operatindice@f and Vice President -
Administration and Secretary. Mr. Chadwick hold8achelor of Science Degree in Economics from theakéim School of tr
University of Pennsylvania.

John Mark Burns joined Ensco in June 2008 and elested to his current position of Senior Vice Riest in Decemb
2009. Mr. Burns is now responsible for Ensco'slaveide fleet of premium jackup rigs.Prior to his current position, Mr. But
served as President of ENSCO Offshore InternatiGoahpany, a subsidiary of the Company. Prior toijg Ensco, Mr. Burns serv
in various international capacities with Noble Gmgtion (a leading offshore drilling contractor)damost recently served as V
President & Division Manager responsible for offighanits located in the Gulf of Mexicdn 2007, Mr. Burns was named |AI
Drilling Contractor of the Year.Mr. Burns holds a Bachelor of Arts Degree in Busgiand Political Science from Sam Houston .
University.

Patrick Carey Lowe joined Ensco in August 2@@8 Senior Vice Presidentlis responsibilities include the Deepwi
Business Unit, capital projects and engineerirRyior to joining Ensco, Mr. Lowe was Vice Presidehftin America for Occident
Oil & Gas (one of the world's largest independeihtand natural gas producers). He also served asid@nt & General Manag
Occidental Petroleum of Qatar Ltd. from 2001 to 20dr. Lowe held various drillingelated management positions with Sedco F
and Schlumberger Oilfield Services from 1980 to@UAcluding Business Managebxilling, North and South America and Gen
Manager - Oilfield Services, Saudi Arabia, Bahramd Kuwait. Following Schlumberger, he was assediavith a business-to-
business @rocurement company until he joined Occidental mur2001. Mr. Lowe holds a Bachelor of Science Degre Civil
Engineering from Tulane University.

James W. Swent Il joined Ensco in July 2@08 thereupon was elected to his current positiddeaior Vice President -
Chief Financial Officer. Mr. Swent previously heldarious financial executive positions in the infation technolog
telecommunications and manufacturing industriedutfing positions with Memorex Corporation and Nbftletworks. He served
Chief Financial Officer and Chief Executive Officef Cyrix Corporation from 1996 to 1997 and Chiéhdncial Officer and Chi
Executive Officer of American Pad and Paper Comdaom 1998 to 2000. Prior to joining the Company. went served as Co-
Founder and Managing Director of Amrita Holding$,d. Mr. Swent holds a Bachelor of Science Degre€imance and a Mastt
Degree in Business Administration from the Univigreif California at Berkeley.

David A. Armour joined Ensco in October 199@dawas elected to his current position of Vice Plest - Finance i
September 2008. Prior to his current position, Almour served the Company as Assistant Controler @ontroller. From 1981
1990, Mr. Armour served in various capacities aseamployee of the public accounting firm Deloitte Bouche LLP and i
predecessor firm Touche Ross & Co. Mr. Armour ha@d&achelor of Business Administration Degree fiime University of Texas
Austin.

John Knowlton joined the Company in June 1888 was elected to his current position of Vices®ent —Engineering ¢
Capital Projects in July 2010. Prior to his currpasition, Mr. Knowlton served the Company as Gehktanager -North & Soutt
America, Operations Manager Asia Pacific Rim, and Operations Manager oversedhm construction and operation of
Company'’s first ultradeepwater semisubmersible ENSCO 7500. Before jgitire Company, Mr. Knowlton served in vari
domestic and international capacities with Oceaillily & Exploration Company and Diamond Offshoreilling, Inc. Mr. Knowltor
holds a Bachelor of Science Degree in Civil Engiimgefrom Tulane University.

H. E. Malone, Jr. joined Ensco in August 1987 avab elected to his current position of Vice Presidend Assistal
Secretary in December 2009. Prior to his currerditipm, Mr. Malone served as Vice PresidenFinance (International), Vi
President - Finance, Vice President - Accountingx &nd Information Systems and Vice Preside@ontroller. Mr. Malone holc
Bachelor of Business Administration Degrees frone TWniversity of Texas at Austin and Southern MeisiotUniversity and
Masters of Business Administration Degree fromWméversity of North Texas.
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Cary A. Moomjian, Jr. joined Ensco in January 2@0@2 thereupon was elected to his current posiiodice Presiden
General Counsel and Secretary. Mr. Moomjian has thigy years of experience in the contract drilindustry. From 1976 to 20(
Mr. Moomjian served in various management and etkezigapacities as an employee of Santa Fe InfenmatCorporation, includir
Vice President, General Counsel and Secretary 9838 to 2001. Mr. Moomjian was admitted to the foatiia Bar during 1972 al
to the Texas Bar during 1994. He holds a Bachdidkrts Degree from Occidental College and a Jurixtdrate Degree from Du
University School of Law.

Sean P. O'Neill joined the Company in May 2@689%/ice Presiderfivestor Relations. Prior to joining Ensco, Mr. ®INhac
served as Senior Vice President, Investor RelatmasCorporate Communications of First IndustriehRy Trust, Inc, an owner ar
operator of industrial real estate and providesubply chain solutions to multinational corporaticend regional customersjnce
2004. Mr. O'Neill previously held similar positioas two Fortune 500 companies and was Managingcdireof Strategic Invest
Relations Consulting at Thomson Financial (ThomB&auters). Mr. O'Neill holds a Bachelor of Sciencegize in Finance fro
Fairfield University and a Masters of Business Adistration Degree from DePaul University, Kellst@&Haduate School of Busine
Mr. O'Neill is also a member of DePaul Universitiylaance Advisory Board.

Michael K. Wiley joined the Company in 1993pst of Ensca acquisition of Penrod and was elected to hisoapositiol
of Vice PresidenHuman Resources and Security in July 2010. Mr. Whas 29 years of combined service time which el
assignments in a variety of disciplines includingrfan resources, finance and accounting while igegiore and Dallas. Mr. Wili
holds a Bachelor of Business Administration Dedrem Texas State University.

Michael B. Howe joined Ensco in February 2009 eea$urer. Prior to joining the Company, Mr. Howesvea employee
Devon Energy Corp. (the largest U.S. based indeprerall and natural gas producer) where he hadedeas Assistant Treasurer Si
2002. Mr. Howe previously held positions in variaapacities at Enron Corp., BG Group PLC and Arthadersen. Mr. Howe holi
a Bachelor of Science Degree in Accounting fromabkima State University and a Masters of Businesaigidtration Degree fro
The University of Texas at Austin.

Douglas J. Manko joined Ensco in May 2004 and glasted to his current position of Controller anssistant Secretary
December 2009. Prior to his current position, Mrarido served as Controller, Director - ManagemergteSygs and Manager -
Accounting Public Reporting. From 1996 to 2004, Mianko served in various capacities as an employdbe public accountir
firm Ernst & Young LLP. Mr. Manko holds a Bachelair Arts Degree in Business Administration from Baid Wallace College.

Officers generally serve for a one-year termrdil successors are elected and qualified teeser
Employees

We employed 3,725 personnel worldwide as dirérary 1, 2011, of which 2,752 were ftilne employees. The majority
our personnel work on rig crews and are compengatexh hourly basis.

Available Information

Our Annual Reports on Form 10-K, Quarterly &¢pon Form 10-Q, Current Reports on Fortd 8nd amendments to the
reports that we file or furnish to the SEC in adamrce with the Securities Exchange Act of 1934araended, are available on
website at www.enscoplc.com. These reports areaadaitable in print without charge by contacting tawestor Relations Departmu
at 214-3973045 as soon as reasonably practicable after watrahécally file the information with, or furnisht to, the SEC. Tf
information contained on our website is not incldides part of, or incorporated by reference ints, bport.
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