


U1traDeepwater Floaters Harsh-Environment Floaters High-Specification Jackups Swamp Barges

Deepwater Floaters Midwater Floaters Standard Jackups



2009 LETTER TO THE SHAREHOLDERS

Despite challenging economic environment following the financial crisis that began in

late 2008 Transocean produced total shareholder return in excess of 75 percent in 2009

Although crude oil prices were down nearly 40 percent and our customers curtailed

capital spending we were still able to generate the third-highest earnings in our

companys history Looking forward we believe we are well positioned to capitalize on

opportunities in traditional and emerging hydrocarbon provinces as the global economy

recovers and we are advancing on new fronts to further enhance our competitiveness and

create shareholder value

2009 Meeting Challenges

We had number of accomplishments in 2009 that should enhance our competitiveness

for years to come On the financial side net income attributable to controlling interest

was nearly US$3.2 billion on total revenues of US$11.6 billion Net cash provided by

operating activities increased about US$1.0 billion compared to 2008 reaching nearly

US$5.6 billion As of February 2010 our contract revenue backlog was approximately

US$30.4 billion or about 2.5 times our 2009 contract drilling revenues In addition we

strengthened our balance sheet by repaying approximately US$1.8 billion of debt and

closed 2009 with total debt of approximately US$11.7 billion

Five of our 10 newbuild ultra-deepwater driliships commenced operations during 2009

all on time and within budget the Dhirubhai Deepwater KG and Discoverer Clear

Leader August the Petrobras 10000 October and the Discoverer Americas and

Development Driller III November Two additional newbuilds the Discoverer

Inspiration and the Dhirubhai Deepwater KG2 commenced operations in March of 2010

In addition we were successful in signing number of contracts for our high-

specification rigs which partially offset the decline of our contract revenue backlog

Also last year we reorganized to enhance performance and streamline our operational

structure We eliminated two business units to place greater accountability with our nine

divisions which will improve operational efficiency and customer satisfaction Similarly

we completed our move of 11 members of senior management to Geneva allowing us to

begin to realize the benefits of being multinational company with our headquarters

more geographically centered within our operating areas

Unfortunately despite our continued focus on safety and operational excellence and our

best-ever total recordable incident rate of 0.77 incidents per 200000 hours worked four

of our employees suffered fatal accidents while working on our rigs in 2009 Our goal is

to have an incident-free workplace all the time everywhere To this end we have

embarked on thorough review of our safety systems across our fleet to help us enhance

procedures and processes that will assist us in achieving this goal



Transocean continues to be the industry leader in technology which gives us strong

competitive advantage Our expertise in helping customers drill complex and challenging

wells is well-documented in deepwater and harsh environments and the latest example in

2009 was our ultra-deepwater semisubmersibledrilling rig Deepwater Horizon which

drilled the deepest oil and gas well ever while working for BP in the U.S Gulf of

Mexico The well was drilled to record depth of 35050 feet including 4130 feet of

water

2010 Pursuing Opportunities

We expect 2010 to be year of opportunity Oil prices have stabilized near $80 per

barrel which is expected to make almost all prospective oil and gas areas economic for

our customers To date we are seeing signs of increasing customer activity and we have

already been able to bring some of our stacked lower-specification rigs back into service

for customers

All 10 of our ultra-deepwater newbuilds have firm contracts of four years or more which

will add significantly to our revenues earnings and cash flow and we are on track to

place two more of these rigs into service this year with the tenth unit out in early 2011
Our newbuild units will be capable of meeting our customers future requirements for

drilling wells as deep as 35000 to 40000 feet in water depths of 7500 to 12000 feet

Eight of the newbuild rigs will feature our patented dual-activity drilling technology
which has been proven to save customers substantial time and money especially on

development-drilling programs

At the same time we are continuing to develop our Arctic expertise with new-design

drillship to operate in this frontier area Our engineering and technical services team has

been working on this design for more than two years and we believe it is the most

advanced Arctic-class design ever created further enhancing our reputation as an

industry leader in technology and innovation In order to commence shipyard

construction we are working to secure long-term drilling contract with customer

On other fronts we have continued building our relationships with national oil

companies as well as the majors and independents to leverage our unique position as the

most experienced multinational company in our industry

All of these developments in 2010 expand the window of opportunity for our

multinational workforce to train develop and grow through wide range of positions in

every major offshore drilling province in the world Our focus on people development
has been and will continue to be another competitive advantage for us to build on as we
look forward

In early 2010 we also moved ahead in three other areas to enhance shareholder value

The Board of Directors authorized management at its discretion to begin

implementation of the share repurchase program approved by shareholders in May 2009
Under the program management may repurchase Transocean shares up to an aggregate



purchase price of 3.5 billion Swiss francs approximately US$3.3 billion at the exchange

rate prevailing at close of trading on March 11 2010 of 1.07 Swiss francs per US$1.00

With the high likelihood of generating significant free cash flow for the foreseeable

future Transocean has strong financial flexibility Accordingly the Board of Directors is

recommending that our shareholders authorize distribution denominated in Swiss francs

for an amount equivalent to approximately US$1.0 billion or about US$3.11 per share

approximately 1.1 billion Swiss francs at the same exchange rate given above to be paid

in four equal quarterly installments beginning in the third quarter of 2010 and ending in

the second quarter of 2011 Details of the recommended distribution program are

contained in our proxy statement Shareholders will have the opportunity to vote on

approval of the distribution at the May 2010 annual general meeting It is our intention to

ask shareholders to approve such distributions on an annual basis

In order to increase our liquidity and further diversify our shareholder base we intend to

list our shares on the SIX Swiss Exchange in the second quarter of 2010 while

maintaining our current listing on the New York Stock Exchange

Many of our shareholders may have seen our announcement that Bob Long recently

retired as Chief Executive Officer after more than 34 years with the company We would

like to thank Bob for his tremendous contributions to Transocean and his role in creating

world-class organization He has been instrumental in positioning our company for

further success and we wish him well in his retirement We would also like to thank our

employees for their ongoing contributions in ensuring Transocean remains the leader

among offshore drilling contractors and competitive for years to come

We look forward to working to deliver superior returns to our shareholders providing the

best services to our customers strengthening relationships with host country resource-

holders and regulators and fulfilling our corporate responsibilities in the local

communities where we operate

Sincerely

Robert Rose Steven Newman

44__
Chairman Chief Executive Officer

March 24 2010
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April 2010

Dear Shareholder

The 2010 annual general meeting of Transocean Ltd will be held on Friday May 14 2010 at 400 p.m
Swiss time at the Parkhotel Zug Industriestrasse 14 CH-6304 Zug Switzerland The invitation to the

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

acted upon at the meeting

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

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

card in the enclosed self-addressed envelope

Sincerely

ai.t__-

Robert Rose Steven Newman

Chairman of the Board Chief Executive Officer

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

shareholders on or about April 2010



INVITATION TO ANNUAL GENERAL MEETING OF TRANSOCEAN LTD

Friday May 14 2010

400 p.m Swiss time

at the Parkhotel Zug Industriestrasse 14 CH-6304 Zug Switzerland

Agenda Items

Approval of the 2009 Annual Report including the Consolidated Financial Statements of

fransocean Ltd for Fiscal Year 2009 and the Statutory Financial Statements of Transocean Ltd

for Fiscal Year 2009

Proposal of the Board of Directors

The Board of Directors proposes that the 2009 Annual Report including the consolidated

financial statements for fiscal year 2009 and the statutory
financial statements for fiscal year 2009

be approved

Discharge of the Members of the Board of Directors and the Executive Officers for Fiscal Year

2009

Proposal of the Board of Directors

The Board of Directors proposes that discharge be granted to the members of the Board of

Directors and the executive officers from liability for activities during fiscal year 2009

Appropriation of the Available Earnings for Fiscal Year 2009 to be Carried Forward

Proposal of the Board of Directors

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

Appropriation of the Companys Available Earnings in thousands

CHF

Balance brought forward from previous years
45

Net profit of the year 36668

Total available earnings 36713

Appropriation of available earnings

Balance to be carried forward on this account 36713

Change of the Companys Place of Incorporation in Switzerland

Proposal of the Board of Directors

The Board of Directors proposes that the Company change its place of incorporation in

Switzerland from Zug Canton of Zug Switzerland to Steinhausen Canton of Zug Switzerland

Renewal of the Companys Authorized Share Capital

Proposal of the Board of Directors

The Board of Directors proposes that the Articles of Association be amended to renew the

Companys authorized share capital until May 14 2012

Distribution to Shareholders in the Form of Par Value Reduction

Proposal of the Board of Directors

The Board of Directors proposes approval of the resolution described under Proposal with

respect to the payment of distribution to shareholders in the form of par value reduction



Amendments to the Articles of Association to Reflect The Swiss Federal Act on Intermediated

Securities

Proposal of the Board of Directors

The Board of Directors proposes approval of the resolution described under Proposal with

respect to amendments to the Articles of Association to reflect The Swiss Federal Act on

Intermediated Securities which became effective as of January 2010

Election of Directors

Proposal of the Board of Directors

The Board of Directors proposes that the nominee set forth below be elected as Class II

Director for three-year term

Steven Newman

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

Class II Directors for three-year term

Thomas Cason

Robert Sprague

Michael Talbert

John Whitmire

Appointment of Ernst Young LLP as the Companys Independent Registered Public Accounting

Firm for Fiscal Year 2010 and Reelection of Ernst Young Ltd Zurich as the Companys Auditor

for Further One-Year Term

Proposal of the Board of Directors

The Board of Directors proposes that Ernst Young LLP be appointed as Transocean Ltd.s

independent registered public accounting firm for the fiscal year 2010 and that Ernst

Young Ltd Zurich be reelected as Transocean Ltd.s auditor pursuant to the Swiss Code of

Obligations for further one-year term commencing on the day of election at the 2010 annual

general meeting and terminating on the day of the 2011 annual general meeting

Organizational Matters

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

shareholder registered in Transocean Ltd.s share register as of March 15 2010 Any additional

shareholders who are registered in Transocean Ltd.s share register on April 26 2010 will receive copy of

the proxy materials after April 26 2010 Shareholders not registered in Transocean Ltd.s share register as

of April 26 2010 will not be entitled to attend vote or grant proxies to vote at the 2010 annual general

meeting No shareholder will be entered in Transocean Ltd.s share register as shareholder with voting

rights between the close of business on April 26 2010 and the opening of business on the day following the

annual general meeting BNY Mellon Shareowner Services which maintains Transocean Ltd.s share

register will however continue to register transfers of Transocean Ltd shares in the share register in its

capacity as transfer agent during this period

Shareholders registered in Transocean Ltd.s share register as of April 26 2010 have the right to

attend the annual general meeting and vote their shares or may grant proxy to vote on each of the

proposals in this invitation and any other matter properly presented at the meeting for consideration to
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either Transocean Ltd as corporate proxy or the independent representative Rainer Hager by marking

the proxy card appropriately executing it in the space provided dating it and returning it either to

Transocean Ltd

Vote Processing

do Broadridge

51 Mercedes Way

Edgewood NY 11717

or if granting proxy to the independent representative

Rainer Hager

Attorney-at-Law and Notary

Schweiger Advokatur/Notariat

Dammstrasse 19

CH-6300

Zug Switzerland

We urge you to return your proxy card by p.m Eastern Daylight Time EDT on May 13 2010 to

ensure that your proxy card is timely submitted

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

their votes will be voted as indicated Shares of holders who have timely submitted properly executed

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

to Transocean Ltd or the independent representative or neither is specified will be voted in the manner

recommended by the Board of Directors and Transocean Ltd will act as your proxy Any proxy card

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

will be counted as proxy granted to Transocean Ltd only

In the case of shareholders who have timely submitted properly executed proxy card if any other

matters are properly presented at the meeting for consideration Transocean Ltd and the independent

representative as applicable will in the absence of specific instructions to the contrary have the discretion

to vote on these matters in the manner recommended by the Board of Directors

Shareholders who hold their shares in the name of bank broker or other nominee should follow the

instructions provided by their bank broker or nominee when voting their shares Shareholders who hold

their shares in the name of bank broker or other nominee and wish to vote in person at the meeting

must obtain valid proxy from the organization that holds their shares

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

Association

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

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

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

such shareholders admission card upon exit

Proxy Holders of Deposited Shares

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

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

independent representative are kindly asked to inform Transocean Ltd of the number and par value of the

registered shares they represent as soon as possible but no later than May 14 2010 1200 p.m Swiss time

at the admission office for the annual general meeting
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Annual Report Consolidated Financial Statements Statutory Financial Statements

copy of the 2009 Annual Report including the consolidated financial statements for fiscal year

2009 the statutory financial statements of Transocean Ltd for fiscal year 2009 and the audit reports on

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

Transocean Ltd.s registered office do Reichlin Hess Rechtsanwälte Hofstrasse 1A CH-6300 Zug
Switzerland Copies of these materials may be obtained without charge by contacting Eric Brown our

General Counsel at our principal executive offices in Switzerland c/o Transocean Management Ltd
Blandonnet International Business Center Chemin de Blandonnet Building 7th Floor
CH-1214 Vernier Switzerland telephone number 41 22 930-9000 or Investor Relations at our offices

in the United States at Greenway Plaza Houston Texas 77046

On behalf of the Board of Direelurs

Robert Rose

Chairman of the Board

Zug Switzerland

April 2010

YOUR VOTE IS IMPORTANT

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

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

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
ANNUAL GENERAL MEETING TO BE HELD ON MAY 14 2010

Our proxy statement and 2009 Annual Report are available at

http//www.deepwater.com/proxymaterials.cfm
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PROXY STATEMENT

FOR ANNUAL GENERAL MEETING OF TRANSOCEAN LTD
MAY 14 2010

INFORMATION ABOUT THE MEETING AND VOTING

This proxy statement is furnished in connection with the solicitation of proxies by Transocean Ltd on

behalf of our Board of Directors to be voted at our annual general meeting to be held on May 14 2010 at

400 p.m Swiss time at the Parkhotel Zug Industriestrasse 14 CH-6304 Zug Switzerland

Proposals

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

Approval of the 2009 Annual Report the consolidated financial statements of Transocean Ltd for

fiscal year 2009 and the statutory
financial statements of Transocean Ltd for fiscal year 2009

Discharge of the members of the Board of Directors and the executive officers from liability for

activities during fiscal year 2009

Appropriation of available earnings for fiscal year 2009 to be carried forward

Change of the Companys place of incorporation in Switzerland

Renewal of the Companys authorized share capital

Distribution to shareholders in the form of par value reduction

Amendments to the Articles of Association to reflect The Swiss Federal Act on Intermediated

Securities

Election of directors

The following nominee is proposed to be elected as Class II Director for three-year term

Steven Newman

Each of the directors set forth below is proposed to be reelected as Class II Director for

three-year term

Thomas Cason

Robert Sprague

Michael Talbert

John Whitmire

Appointment of Ernst Young LLP as the Companys independent registered public accounting

firm for fiscal year
2010 and reelection of Ernst Young Ltd Zurich as the Companys auditor

pursuant to the Swiss Code of Obligations
for further one-year term

Quorum

Our Articles of Association provide that the presence of shareholders in person or by proxy holding

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

annual general meeting Abstentions and broker nonvotes will be counted as present
for purposes of

determining whether there is quorum at the meeting
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Record Date

Only shareholders of record on April 26 2010 are entitled to notice of to attend and to vote or to

grant proxies to vote at the annual general meeting No shareholder will be entered in Transocean Ltd.s
share register with

voting rights between the close of business on April 26 2010 and the opening of

business on the day following the annual general meeting

Votes Required

Approval of the proposal with respect to the 2009 Annual Report and the 2009 consolidated

financial statements and 2009 statutory financial statements of Transocean Ltd requires the

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

not counting abstentions or blank or invalid ballots

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

officers from
liability for activities during fiscal year 2009 requires the affirmative vote of majority

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

blank or invalid ballots No member of the Board of Directors or Transocean executive officer has

voting rights in relation to the proposal to discharge the members of the Board of Directors and our
executive officers from liability for activities during fiscal year 2009

Approval of the proposal for the appropriation of available earnings for fiscal year 2009 to be
carried forward requires the affirmative vote of majority of the votes cast in person or by proxy at

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

Approval of the proposal to change the Companys place of incorporation in Switzerland requires
the affirmative vote of two-thirds of the votes represented at the annual general meeting An
abstention or blank or invalid ballot will have the effect of vote against this proposal

Approval of the proposal to renew the Companys authorized share capital requires the affirmative

vote of two-thirds of the votes represented at the annual general meeting An abstention or blank or

invalid ballot will have the effect of vote against this proposal

Approval of the proposal to authorize distribution to shareholders in the form of par value

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

annual general meeting not counting abstentions or blank or invalid ballots

Approval of the proposal to amend the Articles of Association to reflect The Swiss Federal Act on
Intermediated Securities requires the affirmative vote of majority of the votes cast in person or by

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

Approval of the proposal to elect one nominee and reelect four nominees named in the proxy
statement as directors requires the affirmative vote of plurality of the votes cast in person or by

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

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

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

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

non-votes are not counted for purposes of the election of directors As described later in this proxy
statement our Corporate Governance Guidelines set forth our procedures if director nominee is

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

Approval of the proposal to appoint Ernst Young LLP as the Companys independent registered

public accounting firm for 2010 and to reelect Ernst Young Ltd as the Companys auditor

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

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

proposal Abstentions and blank or invalid ballots are not counted for purposes of this proposal
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As of March 15 2010 there were 321648769 shares outstanding Only registered holders of our

shares on April 26 2010 the record date established for the annual general meeting are entitled to notice

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

each share held

Proxies

proxy card is being sent to each record holder of shares as of March 15 2010 In addition proxy

card will be sent to each additional record holder of shares as of the record date April 26 2010 If you are

registered as shareholder in Transocean Ltd.s share register as of April 26 2010 you may grant proxy

to vote on each of the proposals and any other matter properly presented at the meeting for consideration

to either Transocean Ltd or the independent representative Rainer Hager by marking your proxy card

appropriately executing it in the space provided dating it and returning it either to

Transocean Ltd

Vote Processing

do Broadridge

51 Mercedes Way

Edgewood NY 11717

or if granting proxy to the independent representative

Rainer Hager

Attorney-at-Law and Notary

Schweiger Advokatur/Notariat

Dammstrasse 19

CH-6300

Zug Switzerland

We urge you to return your proxy card by p.m Eastern Daylight Time EDT on May 13 2010 to

ensure that your proxy card is timely submitted Proxies granted to Transocean Ltd will not be exercised by

an executive officer or director of Transocean Ltd at the annual general meeting

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

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

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

the authority to vote on routine proposals when they have not received instructions from beneficial

owners but are precluded from exercising their voting discretion with
respect to proposals for

non-routine matters Proxies submitted by brokers without instructions from customers for these

non-routine matters are referred to as broker non-votes The proposal for the election of directors is

non-routine matter under New York Stock Exchange rules If you hold your shares in street name your

broker may not be able to vote your shares in the election of directors unless the broker receives

appropriate instructions from you We recommend that you contact your broker

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

specifically indicated your votes your shares will be voted as indicated If you were holder on the record

date and you have timely submitted properly executed proxy card and have not specifically indicated your

votes irrespective of whether proxy has been granted to Transocean Ltd or the independent

representative or neither is specified your shares will be voted in the manner recommended by the Board

of Directors and Transocean Ltd will act as your proxy Any proxy card marked to grant proxy
to both

Transocean Ltd as corporate proxy and the independent representative will be counted as proxy

granted to Transocean Ltd only
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There are no other matters that the Board of Directors intends to present or has received proper

notice that others will present at the annual general meeting If any other matters are properly presented

at the meeting for consideration Transocean Ltd and the independent representative as applicable will

in the absence of specific instructions to the contrary vote any proxies submitted to them on these matters

in the manner recommended by the Board of Directors

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

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

Reichlin Hess Rechtsanwälte Hofstrasse 1A CH-6300 Zug Switzerland with respect to proxies

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

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

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

independent representative and voting in person or

properly completing and executing later-dated proxy and timely delivering it to our Corporate

Secretary or the independent representative

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

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

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

nominee in revoking your previously granted proxy

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

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

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

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

to present such shareholders admission card upon exit

Background of Transocean

In November 2007 we completed our merger transaction the Merger with GlobalSantaFe

Corporation GlobalSantaFe Immediately prior to the effective time of the Merger each of

Transocean Inc.s outstanding ordinary shares was reclassified by way of scheme of arrangement under

Cayman Islands law into 0.6996 Transocean Inc ordinary shares and $33.03 in cash the

Reclassification At the effective time of the Merger each outstanding ordinary share of GlobalSantaFe

was exchanged for 0.4757 Transocean Inc ordinary shares after giving effect to the Reclassification

and $22.46 in cash

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of

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

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

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

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

surviving company the Redomestication Transaction In the Redomestication Transaction

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

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

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

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

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

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

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

relocated our principal executive offices to Vernier Switzerland

P-4



References to Transocean the Company we us or our include Transocean Ltd together

with its subsidiaries and predecessors unless the context requires otherwise

PROPOSAL

Approval of the 2009 Annual Report including the Consolidated Financial Statements of

Transocean Ltd for Fiscal Year 2009 and the Statutory Financial Statements of hansocean Ltd for

Fiscal Year 2009

Proposal

The Board of Directors proposes that the 2009 Annual Report including the consolidated financial

statements of Transocean Ltd for fiscal year 2009 and the statutory financial statements for fiscal year

2009 be approved

Explanation

The consolidated financial statements of Transocean Ltd for fiscal
year

2009 and the Swiss statutory

financials for fiscal year 2009 are contained in the 2009 Annual Report which was made available to all

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

available for physical inspection at the Companys registered office do Reichlin Hess Rechtsanwªlte

Hofstrasse 1A 6300 Zug Switzerland The 2009 Annual Report also contains information on the

Companys business activities and our business and financial situation and the reports of Ernst

Young Ltd Zurich the Companys auditors pursuant to the Swiss Code of Obligations on the Companys

consolidated financial statements for fiscal year
2009 and statutory financial statements for fiscal year 2009

and in its reports Ernst Young Ltd the Companys auditors pursuant to the Swiss Code of Obligations

recommended without qualification that the Companys consolidated financial statements and statutory

financial statements for the year ended December 31 2009 be approved Ernst Young Ltd expresses its

opinion that the consolidated financial statements for the
year

ended December 31 2009 present fairly in

all material respects
the financial position the results of operations and the cash flows in accordance with

accounting principals generally accepted in the United States of America US GAAP and comply with

Swiss law Ernst Young Ltd further expresses its opinion and confirms that the statutory financial

statements for the year ended December 31 2009 and the proposed appropriation of available earnings

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

Under Swiss law the 2009 Annual Report and the consolidated financial statements and Swiss

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

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

general meeting of shareholders for reconsideration of this proposal by shareholders

Voting Requirement to Approve Proposal

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

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR approval of the 2009 Annual Report the

consolidated financial statements and the Swiss Statutory Financials
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PROPOSAl

Discharge of the Board of Directors and Executive Officers from Liability for Activities during Fiscal

Year 2009

Proposal

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

and our executive officers from liability for activities during fiscal
year 2009

Explanation

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

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

our executive officers from liability for their activities during fiscal
year 2009 This release is only effective

with respect to facts that have been disclosed to shareholders and binds shareholders who either voted in

favor of the proposal or who
subsequently acquired shares with knowledge of the resolution

Voting Requirement to Approve Proposal

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

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

Transocean executive officer has voting rights in relation to the proposal

Recommendation

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

Board of Directors and our executive officers from liability for activities during fiscal
year 2009

PROPOSAL

Appropriation of the Available Earnings for Fiscal Year 2009 to be Carried Forward

Proposal of the Board of Directors

The Board of Directors proposes that all available earnings of the Company for the fiscal
year

2009 be

carried forward

CHF

Appropriation of the Companys Available Earnings

in thousands

Balance brought forward from previous years 45

Net profit of the year 36668
Total available earnings 36713

Appropriation of available earnings

Balance to be carried forward on this account 36713

Explanation

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

must be submitted to shareholders for approval at each Annual General Meeting The available earnings
at the disposal of the Companys shareholders at the 2010 Annual General Meeting are the earnings of the

Transocean group parent company on stand-alone basis

The Board of Directors proposes that CHF 36713000 the entire available earnings balance be

carried forward in available earnings as freely distributable reserves
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Required Vote

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

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR this proposal

PROPOSAL

Change of the Companys Place of Incorporation in Switzerland

The Board of Directors proposes that the Company amend Article of the Companys Articles of

Association the Articles of Association to change its place of incorporation
in Switzerland from Zug

Canton of Zug Switzerland to Steinhausen Canton of Zug Switzerland

Explanation

The Company has leased offices in Steinhausen Canton of Zug Switzerland and consequently the

Board of Directors proposes that Steinhausen Canton of Zug replace Zug Canton of Zug as the

Companys place of incorporation within Switzerland The proposed amendment to the Articles of

Association is included in Annex

Required Vote

The affirmative FOR vote of two-thirds of the votes represented at the annual general meeting An

abstention or blank or invalid ballot will have the effect of vote against this proposal

Recommendation

The Board of Directors recommends vote FOR this proposal

PROPOSAL

Renewal of the Companys Authorized Share Capital

Proposal of the Board of Directors

The Board of Directors proposes that its authority to issue shares out of the Companys authorized

share capital be reapproved and extended for an additional two-year period starting on the date of the

2010 annual general meeting May 14 2010 and expiring on May 14 2012

Explanation

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

the Companys authorized share capital is limited to maximum two-year period The use of authorized

share capital under Article of the Articles of Association expires on December 18 2010 The proposed

amendments to the Articles of Association are included in Annex

Required Vote

The affirmative FOR vote of two-thirds of the votes represented at the general meeting An

abstention or blank or invalid ballot will have the effect of vote against this proposal

Recommendation

The Board of Directors recommends vote FOR this proposal
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PROPOSAL

Distribution to Shareholders in the Form of Par Value Reduction

Proposal of the Board of Directors

The Board of Directors proposes to make cash distribution to shareholders in the form of par
value reduction in an amount in Swiss francs CHF equal to 3.11 U.S dollars USD per issued share

including treasury shares to be calculated and paid in USD in four quarterly installments as described
below under Explanation Each quarterly installment will be made only after the record date and

payment date for such installment have been established and the registration of each par value reduction in

the commercial register has been completed Because the distribution will be paid on all shares including

treasury shares approximately four
percent of the distribution will be paid to our wholly-owned subsidiary

Transocean Inc

Explanation

Under Swiss law distributions may be made in the form of either an ordinary dividend or
distribution through the reduction in the aggregate par value of the Companys outstanding shares
Ordinary dividends and distributions through reduction in par value are required to be approved by
shareholders The Board of Directors is proposing that in lieu of an ordinary dividend distribution to
shareholders be made through reduction in the per share par value of the Companys registered shares
because distributions in the form of capital reductions are not subject to Swiss withholding tax

The Board of Directors is seeking shareholder approval of capital reduction in an aggregate amount
equal to CHF amount per share determined by multiplying USD 3.11 by an exchange rate of CHF
per one USD rounded down to the nearest 0.01 as determined by the Board of Directors in its discretion
based on an exchange rate prevailing approximately two business days prior to the date of the 2010 annual
general meeting and rounding the resulting CHF amount up to the nearest even 0.01 of Swiss franc

the term even meaning .00 .02 .04 .06 or .08 of Swiss franc as opposed to for example .03 that is

divisible by four The amount of the aggregate capital reduction would be distributed to shareholders in

four installments and the amount of each installment would be determined by dividing the aggregate per
share capital reduction by four Capital reduction payments will be made in USD converted at USD/CHF
exchange rate as determined by the Board of Directors in its discretion based on an exchange rate

prevailing approximately two business days prior to the date of the relevant installment payment unless
shareholder timely elects to receive such payment in CHE For each quarterly installment payment the

period for such election will commence on the relevant installment record date and expire on the date that
is 10 calendar days prior to the expected installment payment date at 400 p.m New York time

The Board of Directors will communicate the definitive CHF per share aggregate capital reduction
amount prior to the date of the annual general meeting

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

address

BNY Mellon Shareowner Services

Attn Steven Myers

480 Washington Boulevard

29th Floor

Jersey City NJ 07310 USA
Fax number 732 667-9464

If you hold your shares in the name of bank broker or other nominee please contact your bank
broker or nominee in order to make election arrangements The Board of Directors expects to set the four

payment dates for the four installments in July 2010 October 2010 January 2011 and April 2011
respectively or as soon after each such period as is practicable No distribution installment will be paid to
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shareholders with respect to any shares that are issued between the record date and payment date with

respect to such installment In any event the Company must register the partial capital reduction related

to each installment in the commercial register of the Canton of Zug prior to the payment of such

installment

Before any capital reduction may be registered in the commercial register of the Canton of Zug

state supervised auditing enterprise must deliver report prepared in accordance with article 732 para of

the Swiss Code of Obligations confirming that the receivables of the creditors of the Company will be fully

covered by assets after giving effect to such capital reduction The first report of Ernst Young Ltd

Zurich Switzerland will be available at the 2010 annual general meeting Subsequent auditor reports will

be available on the date the Board of Directors submits the application for registration of partial capital

reduction to the commercial register

The proposed resolution of shareholders and the related proposed amendments to the Articles of

Association are included in Annex

Required Vote

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

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR this proposal

PROPOSAL

Amendments to the Articles of Association to Reflect The Swiss Federal Act on Intermediated Securities

Proposal of the Board of Directors

The Board of Directors is proposing amendments to the Articles of Association intended to reflect the

effectiveness of The Swiss Federal Act on Intermediated Securities the FISA These amendments

provide that the Company or the third party maintaining the Companys share register currently

BNY Mellon Shareowner Services has the right to request at the time of persons request to be

entered into the share register as shareholder of record appropriate
evidence of such persons

title to the shares

provide that the Company may issue shares in the form of individual certificates global certificates

or uncertificated securities Subject to applicable law the Company may convert its shares at its own

cost from one form into another form at any time and without the approval of shareholders The

Companys shareholders will have no right to request
conversion from one form of shares to

another

make other changes to conform the Articles of Association to the terminology of the FISA

Explanation

The FISA became effective as of January 2010 The FISA codifies current market practice

regarding uncertificated or book-entry shares or in the terminology of the FISA intermediated

securities All of the Companys shares are issued in uncertificated book-entry form

The proposed amendments to the Articles of Association are included in Annex
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Required Vote

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

meeting not counting abstentions or blank or invalid ballots

Recommendation

The Board of Directors recommends vote FOR this proposal

PROPOSAL

Election of Directors

Our Articles of Association divide our Board of Directors into three classes Class Class II and

Class III Five Class II directors are to be elected at our 2010 annual general meeting to serve for

three-year terms expiring at the annual general meeting in 2013 Robert Long resigned from the Board

of Directors effective February 28 2010 in connection with his retirement

The Board has nominated Steven Newman for election as Class II director and the following

individuals for reelection as Class II directors Thomas Cason Robert Sprague Michael Talbert

and John Whitmire

The Board does not have specific policy regarding diversity in the selection of director nominees

However the Board does consider diversity in the director nominee selection process The Board takes an

expansive view of the diversity of the Board with the goal of having the directors
eventually reflect the

global diversity of our workforce our clients and the cultures in which we operate We are multinational

company with four different nationalities represented in our officer group and over 103 in our global

workforce We operate in 41 countries worldwide

We have adopted majority vote policy in the election of directors as part of our Corporate
Governance Guidelines This policy provides that the Board may nominate only those candidates for

director who have submitted an irrevocable letter of resignation which would be effective upon and only in

the event that such nominee fails to receive sufficient number of votes from shareholders in an

uncontested election and the Board accepts the resignation If nominee who has submitted such

letter of resignation does not receive more votes cast for than against the nominees election the

Corporate Governance Committee must promptly review the letter of resignation and recommend to the

Board whether to accept the tendered resignation or reject it The Board must then act on the Corporate
Governance Committees recommendation within 90 days following the certification of the shareholder

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

resignation letter in Form 8-K furnished to the SEC or other broadly disseminated means of

communication Full details of this policy are set Out in our Corporate Governance Guidelines which are

available on our website at wwwdeepwater.com under Investor RelationsCorporate Governance

The Board has received from each nominee for election at the annual general meeting listed below an

executed irrevocable letter of resignation consistent with these guidelines described above Each such

letter of resignation is effective only in the event that such director fails to receive sufficient number
of votes from shareholders in an uncontested election of such director and the Board accepts such

resignation
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Nominees for DirectorClass IlTerms Expiring 2013

Recommendation

Election of Steven Newman

STEVEN NEWMAN age 45 has served as Chief Executive Officer since March 12010 and President

of the Company since May 2008 Mr Newman also served as Chief Operating Officer from May 2008

until November 2009 and resumed those duties from December 2009 until February 2010

Mr Newman served as Executive Vice President Performance from November 2007 until May 2008

leading the Companys three business units and focusing on client service delivery and performance

improvement across the Companys worldwide fleet He previously
served in senior management

roles including Executive Vice President and Chief Operating Officer from October 2006 until

November 2007 Senior Vice President of Human Resources and Information Process Solutions from

May 2006 until October 2006 Senior Vice President of Human Resources Information Process

Solutions and Treasury from March 2005 until May 2006 and Vice President of Performance and

Technology from August 2003 until March 2005 He also has served as Regional Manager for the Asia

and Australia Region and in international field and operations management positions including

Project Engineer Rig Manager Division Manager Region Marketing Manager and Region

Operations Manager Mr Newman joined the Company in 1994 in the Corporate Planning

Department The Board has concluded that Mr Newman should serve on the Board and has

recommended his election The Board believes that it is important for the Companys Chief Executive

Officer to serve on the Board The Chief Executive Officer provides link to senior management and

the Board believes that this perspective is important in making decisions for the Company In

addition Mr Newman brings an industry and competitive context perspective to the Board which

assists the Board in making strategic decisions

The Board of Directors recommends vote FOR the election of Steven Newman

Reelection of Thomas Cason

THOMAS CASON age 67 has served as director of the Company since November 2007 He served

as director of GlobalSantaFe Corporation from November 2001 until November 2007 Mr Cason

owned and managed five agricultural equipment dealerships until his retirement in December 2006

He served as interim President and Chief Operating Officer of Key Tronic Corporation during 1994

and 1995 and was partner in Hiller Key Tronic Partners L.P Mr Cason previously held various

financial and operating positions with Baker Hughes Incorporated including senior executive

positions with Baker Hughes Drilling Group serving most recently as Senior Vice President and

Chief Financial Officer of Baker Hughes Incorporated Mr Cason is currently member of the Board

of Directors of Mirant Corporation since 2006 The Board has concluded that Mr Cason should

remain on the Board and has recommended that he serve an additional term Mr Cason is an

accountant by education with extensive professional experience in the financial services area of the

oilfield services industry Mr Cason served as chairman of the audit committee for GlobalSantaFe

Corporation and now serves as chairman of the audit committee for the Company This overlap in

experience combined with his education professional experience and institutional knowledge of

legacy company are assets to the Boards decision making process

The Board of Directors recommends vote FOR the reelection of Thomas Cason

Reelection of Robert Sprague

ROBERT SPRAGUE age 65 has served as director of the Company since May 2004 Mr Sprague

is the retired Regional Business Director of Shell EP International By position in which he served

from April 1997 until June 2003 Mr Sprague served as DirectorStrategy Business Services for

Shell EP International BV from January 1996 until March 1997 and as Exploration Production
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Coordinator of Shell International Petroleum BV from May 1994 to December 1995 Mr Sprague

joined the Royal Dutch/Shell group of companies in 1967 and served in variety of positions in the

United States and Europe during his career including as director of Shell Canada Limited

publicly traded company from April 2000 to April 2003 The Board has concluded that Mr Sprague
should remain on the Board and has recommended that he serve an additional term Mr Sprague is

an engineer by education and spent many years serving in senior management in the energy business

with one of the Companys customers and thus brings that perspective to the Board In addition most

of his professional career was spent serving in the oil and
gas industry outside the United States thus

bringing an important international perspective to the Board

The Board of Directors recommends vote FOR the reelection of Robert Sprague

Reelection of Michael Talbert

MICILEL TALBERT age 63 has served as director of the Company since August 1994 He served

as the non-executive Chairman of the Board of Directors from October 2004 until November 2007
Mr Talbert served as the executive Chairman of the Board from October 2002 until October 2004
Mr Talbert also served as Chief Executive Officer from August 1994 until October 2002 Chairman of

the Board of Directors from August 1994 until December 1999 and as President from December 1999

until December 2001 Prior to assuming his duties with us Mr Talbert was President and Chief

Executive Officer of Lone Star Gas Company natural
gas distribution company and division of

Ensearch Corporation He is currently director of El Paso Corporation since 2003 Within the past

five years Mr Talbert was also director of TODCO an offshore drilling company from
February 2004 until October 2005 The Board has concluded that Mr Talbert should remain on the

Board and has recommended that he serve an additional term Mr Talbert holds an engineering

degree and an MBA and has extensive executive experience in the energy sector including serving as

senior executive in
exploration and production and as the Chairman and CEO of legacy Transocean

As result he brings necessary perspective to the Board based upon his understanding of the

business and his knowledge from the customer perspective and of the culture of the Company that is

helpful in
analyzing the future direction of the Company Mr Talbert also has extensive experience in

merger and acquisition activity including negotiating transactions as well as integration of the

combined companies and boards

The Board of Directors recommends vote FOR the reelection of Michael Talbert

Reelection of John Whitmire

JOHN WHITMIRE age 69 has served as director of the Company since November 2007 He
served as director of GlobalSantaFe Corporation from November 2001 until November 2007
Mr Whitmire has served since 1999 as Chairman of the Board of Directors of CONSOL Energy Inc
which is engaged in the production of coal and natural

gas for the electric utility industry

Mr Whitmire was Chairman of the Board and Chief Executive Officer of Union Texas Petroleum

Holdings Inc from 1996 until the company was acquired by ARCO in 1998 Prior to joining Union
Texas Petroleum Mr Whitmires career spanned over 30

years at Phillips Petroleum Company where

he held various senior management positions including Executive Vice President-Exploration and

Production He was also member of Phillips Board of Directors Mr Whitmire is also director of

El Paso Corporation since 2003 The Board has concluded that Mr Whitmire should remain on the

Board and has recommended that he serve an additional term Mr Whitmire is mechanical engineer

by education with significant senior management experience in the energy sector including many years
with another of the Companys customers He brings that perspective to the Board along with

important knowledge regarding the operations of legacy GlobalSantaFe Corporation which are assets

to the Boards decision making process

The Board of Directors recommends vote FOR the reelection of John Whitmire
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Continuing DirectorsClass 111Terms Expiring 2011

VICTOR GRIJALVA age 71 has served as director of the Company since December 1999 and

served as Chairman of our Board of Directors until October 2002 He is the retired Vice Chairman of

Schiumberger Limited Before serving as Vice Chairman Mr Grijalva served as Executive Vice

President of Schiumbergers Oilfield Services division from 1994 to January 1999 and as Executive

Vice President of Schiumbergers Wireline Testing Anadrill division from 1992 to 1994 He is

currently director of Dynegy Inc Within the past five years Mr Grijalva was also an advisory

director of Tenaris S.A from 2004 to 2006 and director of Hanover Compressor Company from 2002

to 2006 The Board of Directors has concluded that Mr Grijalva should remain on the Board

Mr Grijalva is an engineer by education with significant executive experience in most portions of the

oilfield services sector including the drilling sector having served in various executive positions with

Schiumberger Ltd This experience
in the Companys business sector combined with international

experience provides the Board with valuable expertise which benefits its decision making process

M_ARTIN MCNAMARA age 62 has served as director of the Company since November 1994

Mr McNamara is Partner of the law firm of Gibson Dunn Crutcher LLP and has served as

member of the firms executive finance and compensation committees as well as Partner-in-Charge

of the firms Texas practice During the past
five years Mr McNamara has been in the private practice

of law The Board has concluded that Mr McNamara should remain on the Board Mr McNamara is

an attorney by education with extensive management experience with energy companies and

experience as lawyer representing energy clients Mr McNamara was on the board of legacy

Transocean His institutional knowledge combined with his professional experience aids the Board in

reviewing decisions and strategy for the Company

ROBERT ROSE age 70 has served as Chairman of the Board of Directors of the Company since

November 2007 Mr Rose served as President of Taylor Energy Company LLC private
oil and

gas

production company based in New Orleans Louisiana from March 2008 until March 2009 Mr Rose

was the non-executive Chairman of the Board of Directors of GlobalSantaFe Corporation from

March 2004 when he retired as an employee of GlobalSantaFe until November 2007 Mr Rose

served as GlobalSantaFes Executive Chairman from 2001 until 2004 prior to which he served as the

President and Chief Executive Officer of Global Marine after re-joining Global Marine in 1998 and as

Global Marines Chairman from 1999 thrOugh 2001 He began his professional career with Global

Marine in 1964 and left Global Marine in 1976 Mr Rose then held executive positions with other

offshore drilling companies including more than decade as President and Chief Executive Officer of

Diamond Offshore Drilling Inc and its predecessor Diamond Company He resigned from

Diamond Offshore in 1998 and served as President and Chief Executive Officer of Cardinal

Services Inc an oil services company before re-joining Global Marine The Board has concluded

that Mr Rose should remain on the Board Mr Rose holds an MBA degree with extensive executive

experience in the energy sector including serving as the Chairman and CEO of legacy GlobalSantaFe

and as CEO of another drilling company He brings necessary perspective to the Board based upon

his understanding of the business and his knowledge of the culture of the Company that is helpful in

analyzing the future direction of the Company

IAN STRACHAN age 66 has served as director of the Company since December 1999

Mr Strachan is director of Caithness Petroleum Ltd since 2008 Xstrata plc since 2003 and

Rolls Royce Group plc since 2003 He served as director of Johnson Matthey plc from 2002 to

March 2009 He served as Chairman of the Board of Instinet Group Incorporated from January 2003

to December 2005 Mr Strachan served as Chief Executive Officer of BTR plc from 1996 until 1999

From 1987 to 1995 Mr Strachan was with Rio Tinto plc serving as Chief Financial Officer from 1987

to 1991 and as Deputy Chief Executive Officer from 1991 to 1995 He was employed by Exxon

Corporation from 1970 to 1986 The Board has concluded that Mr Strachan should remain on the

Board Mr Strachan holds Masters of Public Affairs degree and has significant senior management
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experience in the energy and other business sectors including CEO and Chairman positions in

international companies He also brings additional customer expertise to the Board along with

international financial experience This experience combined with his education and financial

background are helpful to the Boards decision making process

Continuing DirectorsClass ITerms Expiring 2012

RICHARD ANDERSON age 56 has served as director of the Company since November 2007 He
served as director of GlobalSantaFe Corporation from September 2006 until November 2007 Since

August 2008 Mr Anderson has served as the Chief Financial Officer of Eurasia Drilling Company
Limited the largest land drilling company in the former Soviet Union From March 2007 until

August 2008 Mr Anderson was private investor Mr Anderson served as the President and Chief

Executive Officer of Prime Natural Resources Inc from May 2002 until March 2007 Before
joining

Prime Natural Resources Inc Mr Anderson was managing partner of Hem Associates LLP
certified public accounting firm He currently serves as director of Boots Coots International Well

Control Inc since 1999 and Vanguard Natural Resources LLC since 2007 and is chairman of

both of their audit committees Within the
past five years Mr Anderson was also director of Calibre

Energy Inc from 2006 to 2007 The Board of Directors has concluded that that Mr Anderson should

remain on the Board Mr Anderson holds Masters-Taxation degree and has significant senior

management experience in the international energy sector This international experience and the

perspective it brings when combined with his educational background benefit the Boards decision

making process

RICHARD GEORGE age 59 has served as director of the Company since November 2007 He
served as director of GlobalSantaFe Corporation from November 2001 until November 2007 Since

1991 he has been the President and Chief Executive Officer of Suncor Energy Inc widely held

Canadian integrated oil and
gas company Prior to 1991 Mr George spent ten years in the

international oil business with Sun Company where he held various positions in project planning

production evaluation exploration and production During the last four years of this period he was

Managing Director of Sun Oil Britain Limited in the U.K Mr George is the past Chairman and

current member of the Board of Directors of the Canadian Council of Chief Executives The Board of

Directors has concluded that Mr George should remain on the Board Mr George holds degree in

engineering and is degreed lawyer and is an active CEO in the energy sector with one of the

Companys potential customers although customer that is not significant user of offshore rigs He
thus brings relevant customer experience and CEO international experience which assists the Board in

advising the Companys CEO and analyzing the future direction of the Company

EDWARD MULLER age 58 has served as director of the Company since November 2007 and

served as director of GlobalSantaFe Corporation from November 2001 until November 2007 Since

September 2005 he has served as the Chairman President and Chief Executive Officer of Mirant

Corporation an energy company that produces and sells electricity in the United States Mr Muller

was private investor from 2000 until 2005 Mr Muller served as President and Chief Executive

Officer of Edison Mission Energy wholly owned subsidiary of Edison International from 1993 until

2000 During his tenure Edison Mission Energy was engaged in developing owning and operating

independent power production facilities worldwide Within the past five years Mr Muller was also

director of the Keith Companies Inc from 2001 to 2005 and Omat Technologies Inc from 2004 to

2005.The Board of Directors has concluded that Mr Muller should remain on the Board Mr Muller

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

As with Mr George Mr Muller is an active CEO and thus adds this helpful CEO perspective to the

Boards deliberations in
advising the Companys CEO His background and education benefit the

Boards decision making process
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Corporate Governance

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

had written corporate governance guidelines committee charters and code of business conduct and

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

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

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

NYSE

We have instituted on-line mandatory training for employees on our Code of Business Conduct and

Ethics and other relevant compliance topics We also require that all managerial and supervisory

employees certify compliance with our Code of Business Conduct and Ethics each year

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

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

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

October 2006 the Corporate Governance Committee recommended and the Board adopted guideline

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

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

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

Board annually evaluate their own performance

In 2005 we adopted ownership guidelines for directors that require each current non-management

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

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

number of shares and/or deferred units over his or her
initial

five
years as director In connection with

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

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

Discussion and Analysis for more information about these guidelines

Our current governance documents may be found on our website at wwwdeepwater.com under

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

Corporate Governance Guidelines

Audit Committee Charter

Corporate Governance Committee Charter

Executive Compensation Committee Charter

Finance/Benefits Committee Charter and

Code of Business Conduct and Ethics

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

our governance practices in order to maintain our high standards

Board Leadership The Board has chosen not to combine the positions
of Chief Executive Officer

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

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

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

energy that the Chief Executive Officer is required to devote to his position as well as the commitment

required to serve as our Chairman The Board believes that having separate positions and having an

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

and demonstrates our commitment to good corporate governance
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Risk Management The Board is generally responsible for overseeing risk management at the

Company Through their oversight role the directors satisfy themselves that the risk management
processes designed and implemented by management as more particularly described below are adapted
to and integrated with the Companys corporate strategy are functioning as designed and that steps are

taken to foster culture in which each employee understands his or her impact on risk taking his or her

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

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

following reviewing the Companys policies and procedures regarding risk management identifying and

assessing operational commercial macroeconomic and geopolitical risks facing the Company monitoring

key indicators to assess the effectiveness of the Companys risk management activities and communicating
with the Audit Committee and other committees of the Board with respect to risk management The risk

management committee conducts an annual Company-wide risk assessment and communicates the results

to the Audit Committee The risk management committee also updates the Audit Committee and other

committees of the Board regarding risks as circumstances warrant

Independence of Board Members/Committee Structure Our corporate governance guidelines require
that at least majority of the directors meet the independence requirements of the NYSE The director

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

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

The Board has carefully considered the criteria of the NYSE and believes that each of the following
directors meets the NYSE independence requirements Richard Anderson Thomas Cason
Richard George Victor Grijalva Martin McNamara Edward Muller Robert Rose
Robert Sprague Ian Strachan Michael Talbert and John Whitniire The Board does not believe

that Steven Newman our current Chief Executive Officer currently meets the NYSE independence

requirements The Board believes that our Executive Compensation Audit and Corporate Governance

Committees are composed solely of directors who meet the NYSE independence requirements

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

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

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

the NYSE then in effect These categorical standards dealt only with what types of
relationships needed to

be disclosed and not whether particular director was independent Under those rules the relationships

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

relationship satisfies the categorical standards adopted by the Board if it

is
type of relationship addressed in Item 404 of Regulation S-K of the Securities Act of 1933

containing requirements for disclosure of related person transactions in companys proxy

statement but under those rules disclosure is not required or Section 303A.02b of the NYSE
Listed Company Manual listing relationships that preclude determination of independence but

under those rules determination of independence is not precluded or

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

executive officer and such contributions do not exceed the greater of $100000 or 1% of the

organizations gross revenue in any of the last three years

Mr George is the President Chief Executive Officer and member of the board of directors of

Suncor Energy Inc Suncor merged with Petro-Canada in August 2009 Prior to that merger the Company
had two rigs under contract with Petro-Canada the Henry Goodrich and the 1W Maclean In 2009 the

Company received $195.3 million for the operation of those rigs The Board evaluated this transaction and
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determined that Mr George remained independent The rigs were contracted prior to the Suncor Petro

Canada merger Mr George did not select the Company to perform the contracts nor was he involved in

the negotiation
of the contracts and the value of the contracts was not material to either of the parties

Executive Sessions Our independent directors met in executive session without management at each

regularly scheduled Board meeting in 2009 During 2010 they are again scheduled to meet in executive

session at each regularly scheduled Board meeting The independent directors have designated the

Chairman of the Board Robert Rose as the presiding director for their meetings Shareholders or other

interested persons may send communications to the presiding director or to the independent directors as

group by writing to him or to the independent directors as group do the Corporate Secretary

Transocean Ltd do Reichlin Hess Rechtsanwälte Hofstrasse 1A CH-6300 Zug Switzerland The

Corporate Secretary will forward these communications as appropriate to the addressee depending on the

facts and circumstances outlined in the communication The independent directors have directed the

Corporate Secretary not to forward certain items such as spam junk mailings product inquiries resumes

and other forms of job inquiries surveys
and business solicitations Additionally the independent directors

have advised the Corporate Secretary not to forward material that is illegal or threatening but to make the

presiding director aware of such material which he may request be forwarded retained or destroyed at his

discretion

Director Nomination Process The Board has designated the Corporate Governance Committee as

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

members of the Committee meet the NYSE independence requirements

Our Corporate Governance Guidelines require that the Corporate Governance Committee assess the

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

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

qualifications

high professional
and personal ethics and values

record of professional accomplishment in his/her chosen field

relevant expertise and experience and

reputation both personal and professional consistent with our core values

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

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

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

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

candidate can contribute positively to the existing chemistry and culture among the Board members Also

the Committee considers whether or not the candidate may have professional or personal experiences and

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

services

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

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

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

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

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

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

the same terms as person nominated by the Board
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The Committee has several methods of
identifying Board candidates First the Committee considers

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

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

other Board members identify possible candidates Third the Committee has the authority to retain one or

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

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

qualifications

The Corporate Governance Committee considers nominees for director recommended by
shareholders Please submit your recommendations in

writing along with

the name of and contact information for the candidate

statement detailing the candidates qualifications and business and educational experience

information regarding the qualifications and qualities described under Director Nomination

Process above

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

nominated and elected to serve as director

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

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

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

and the Board accepts the resignation

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

Committee

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

competitor of ours

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

whether the candidate would be suitable for Audit Committee membership and

detailed information about any relationship or understanding between the proposing shareholder

and the candidate

Submit nominations to our Corporate Secretary Transocean Ltd do Reichlin Hess Rechtsanwªlte
Hofstrasse 1A 6300 Zug Switzerland The extent to which the Committee dedicates time and resources to

the consideration and evaluation of any potential nominee brought to its attention depends on the

information available to the Committee about the qualifications and suitability of the individual viewed in

light of the needs of the Board and is at the Committees discretion The Committee evaluates the

desirability for incumbent directors to continue on the Board following the expiration of their respective

terms taking into account their contributions as Board members and the benefit that results from the

increasing insight and experience developed over period of time Although the Corporate Governance

Committee will consider candidates for director recommended by shareholders it may determine not to

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

to our Board

In addition to recommending director nominees to the Corporate Governance Committee any
shareholder may nominate directors at an annual general meeting of shareholders For more information

on this topic see Other MattersProposals of Shareholders

Legacy Transocean designated the
following directors who previously served on the legacy Transocean

board to serve on the Transocean Inc board at the effective time of the merger with GlobalSantaFe

Victor
Grijalva Class Robert Long Class Martin McNamara Class III Kristian Siem
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Class II Robert Sprague Class II Ian Strachan Class III and Michael Talbert Class

GlobalSantaFe designated the following directors who previously served on the GlobalSantaFe board to

serve on the Transocean Inc board at the effective time of the merger with GlobalSantaFe Richard

Anderson Class Thomas Cason Class II Richard George Class Jon Marshall Class III

Edward Muller Class Robert Rose Class III and John Whitmire Class II Effective

immediately prior to the completion of the Redomestication Transaction Messrs Marshall and Siem

resigned from the Transocean Inc board of directors and the Transocean Inc board determined not to

appoint replacements for them Additionally in order to more evenly allocate the numbers of directors in

the several classes the Board reappointed Mr Talbert then Class director as Class II director

effective upon Mr Siems resignation Upon the completion of the Redomestication Transaction the then

serving directors of Transocean Inc became directors of Transocean Ltd with the same terms of office and

designations as Transocean designated directors or GlobalSantaFe designated directors Mr Grijalva

originally Class director was elected to serve as Class III director at the 2009 annual meeting of

shareholders Mr Long resigned from the Board of Directors effective February 28 2010 in connection

with his retirement

Executive Officer and Director Compensation Process Our Executive Compensation Committee has

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

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

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

Deloitte Consulting LLP until July 2009 and Longnecker Associates since August 2009 served as the

Committees outside consultants in 2009 Our CEO also assists the Committee in the executive

compensation process For more thorough discussion of the roles responsibilities and process we use for

setting executive compensation see Compensation Discussion and Analysis

Director compensation is set by the Board upon recommendation from the Corporate Governance

Committee of the Board At its first meeting of each calendar year the Corporate Governance Committee

reviews the compensation paid to our directors to be certain that it is competitive in attracting and

retaining qualified directors The Corporate Governance Committee has used the outside consultant to

gather data regarding director compensation at certain similar size companies in the general industry as

well as the same peer group of companies generally utilized in the consideration of executive

compensation Based upon its review of the data and its own judgment the Committee develops

recommendation for consideration by the Board Our employees receive no additional compensation for

serving as directors on our Board

Process for Communication by Interested Parties with the Board The Board has established process

whereby interested parties may communicate with the Board and/or with any individual director

Interested parties including shareholders may send communications in writing addressed to the Board or

an individual director c/o the Corporate Secretary Transocean Ltd c/o Reichlin Hess Rechtsanwªlte

Hofstrasse 1A CH-6300 Zug Switzerland The Corporate Secretary will forward these communications as

appropriate to the addressee depending on the facts and circumstances outlined in the communication

The Board has directed the Corporate Secretary not to forward certain items such as spam junk mailings

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

Additionally the Board has advised the Corporate Secretary not to forward material that is illegal or

threatening but to make the Board aware of such material which it may request be forwarded retained or

destroyed at the Boards discretion

Policies and Procedures for Approval of Transactions with Related Persons In February 2007 the

Board formally adopted policy with respect to related person transactions to document procedures

pursuant to which such transactions are reviewed approved or ratified The policy applies to any

transaction in which the Company is participant any related person has direct or indirect

material interest and the amount involved exceeds $120000 but excludes any transaction that does not
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require disclosure under Item 404a of Regulation S-K The Audit Committee with assistance from the

Companys General Counsel is responsible for reviewing approving and ratifying any related person
transaction

To identify related person transactions each year we submit and require our directors and officers to

complete questionnaires identifying transactions with us in which the officer or director or their immediate

family members have an interest Our Code of Business Conduct and Ethics further requires that any
director inform the Chairman of the Board and any executive officer inform our General Counsel when
the directors or executive officers respectively private interest interferes or appears to interfere in any
way with our interests In addition the Boards governance guidelines require that director immediately
inform the Board or Chairman of the Board as outlined above in the event that director believes that the

director has an actual or potential conflict with our interests Furthermore under our Organizational

Regulations director must disclose and abstain from voting with respect to certain conflicts of interest

Director Attendance at Annual General Meeting We expect all of our directors to attend our annual

general meeting of shareholders At the 2009 annual general meeting all directors then serving on our
Board were in attendance

Board Meetings and Committees

During 2009 the Board of Directors of Transocean Ltd held four meetings Each of our directors

attended at least 75% of the meetings during the year including meetings of committees on which the

director served

The Board has standing Executive Compensation Finance/Benefits Corporate Governance and
Audit Committees As noted the charters for these committees may be found on our website at

wwwdeepwater.corn under Investor RelationsCorporate Governance In addition the Board may from
time to time form special committees to consider particular matters that arise

Executive Compensation Committee The purpose of the Executive Compensation Committee is to
assist the Board in developing fair compensation program for executives and complying with the

Boards legal and regulatory requirements as to executive compensation The authority and responsibilities
of the Executive Compensation Committee include the following

review annually and approve the compensation paid to our executive officers

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

administer including the designation of eligible employees our Long-Term Incentive Plan
Performance Award and Cash Bonus Plan Deferred Compensation Plan and any other executive

compensation plan or arrangement providing for benefits to our executive officers in accordance

with our goals and objectives established by the Board of Directors the terms of the plans and any
rules and regulations thereunder

consider and make recommendations to the Board concerning the existing executive compensation
plans and the adoption of new plans and programs

consider and recommend to the Board the terms of any contractual agreements and other similar

arrangements that may be entered into with our officers provided however that the Committee

shall not recommend and the Board shall not authorize single-trigger change of control

agreements for any of our officers and

retain and approve the fees of independent legal accounting or other advisors including any
compensation consultant used to assist it in the evaluation of executive officer compensation
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See Compensation Discussion and Analysis for discussion of additional responsibilities
of the

Executive Compensation Committee

In addition to the responsibilities set forth above the Executive Compensation Committee also

assesses the risks arising from the Companys compensation policies and practices In 2009 the Committee

engaged its compensation consultant DelQitte Consulting to assist in this risk assessment In addition the

Committee discusses compensation-related risk with the Companys risk management committee which is

described in more detail below

The Executive Compensation Committee may delegate specific responsibilities to one or more

individual Committee members to the extent permitted by law NYSE listing standards and the

Committees governing documents The Committee may delegate all or portion
of its powers and

responsibilities with respect to the plans described above to one or more of our management committees

provided that the Committee retains all power and responsibility with respect to awards granted to our

executive officers The Chief Executive Officer has been delegated authority to award restricted shares

restricted units and deferred units under the Companys Long-Term Incentive Plan to recently hired

employees of the Company excluding Senior Vice Presidents and above and Section 16 insiders of the

Company not to exceed an aggregate
of 100000 restricted shares restricted units or deferred units per

calendar year The Committee has delegated to subcommittee composed of its Chairman and an

additional committee member the authority to approve interim compensation resulting from promotions

competitive realignment or the hiring of new executive officers excluding the Chief Executive Officer

including but not limited to establishing annual base salary annual bonus targets long-term bonus targets

and the grant
of equity awards The Committee has also delegated authority to the Chief Executive Officer

to approve convenience of the company treatment of Long-Term Incentive Plan awards to participants

other than executive officers and directors The Committee is notified of compensation actions made by

the Chief Executive Officer or the subcommittee at the meeting following the date such actions are taken

The current members of the Executive Compensation Committee are Mr Whitmire Chairman and

Messrs McNamara Muller and Sprague The Executive Compensation Committee met six times during

2009

Finance/Benefits Committee The Finance/Benefits Committee approves our long-term financial

policies insurance programs and investment policies It also makes recommendations to the Board

concerning dividend policy the issuance and terms of debt and equity securities and the establishment of

bank lines of credit In addition the Finance/Benefits Committee approves the creation termination and

amendment of certain of our employee benefit programs and periodically reviews the status of these

programs and the performance of the managers of the funded programs The current members of the

Finance/Benefits Committee are Mr Strachan Chairman and Messrs Anderson George and Talbert The

Finance/Benefits Committee met four times during 2009

Corporate Governance Committee The Corporate Governance Committee makes recommendations

to the Board with respect
to the selection and compensation of the Board members how the Board

functions and how the Board should interact with shareholders and management It reviews the

qualifications of potential candidates for the Board of Directors coordinates the self evaluation of the

Board and committees and nominates to the Board candidates to be elected at the annual general meeting

of shareholders The current members of the Corporate Governance Committee are Mr McNamara

Chairman and Messrs George Muller and Talbert The Corporate Governance Committee met four

times during 2009

Audit Committee The Audit Committee is responsible for recommending the retention and

termination of our independent registered public accountants and our auditor pursuant to the Swiss Code

of Obligations to the Board of Directors and to our shareholders for their approval at general meeting of

shareholders The Audit Committee is directly responsible
for the compensation and oversight of our
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independent registered public accountants and our auditor pursuant to the Swiss Code of Obligations The
Audit Committee also monitors the integrity of our financial statements and the independence and

performance of our auditors and reviews our financial reporting processes The Committee reviews and

reports to the Board the scope and results of audits by our independent registered public accounting firm
our auditor pursuant to the Swiss Code of Obligations and our internal auditing staff and reviews the audit

and other professional services rendered by the accounting firm It also reviews with the accounting firm

the adequacy of our system of internal controls It reviews transactions between us and our directors and

officers for disclosure in the proxy our policies regarding those transactions and compliance with our
business ethics and conflict of interest policies

The Audit Committee also assists the Board with oversight of the Companys risk management
process The risk management committee conducts an annual Company wide risk assessment and

communicates the results to the Audit Committee The risk management committee also updates the

Audit Committee regarding risks as circumstances warrant

The Board requires that all members of the Audit Committee meet the financial literacy standard

required under the NYSE rules and that at least one member qualifies as having accounting or related

financial management expertise under the NYSE rules In addition the SEC has adopted rules requiring
that we disclose whether or not our audit committee has an audit committee financial expert as

member An audit committee financial expert is defined as person who based on his or her experience
satisfies all of the

following attributes

an understanding of generally accepted accounting principles and financial statements

an ability to assess the general application of such principles in connection with the accounting for

estimates accruals and reserves

experience preparing auditing analyzing or evaluating financial statements that present breadth

and level of complexity of accounting issues that are generally comparable to the breadth and level

of complexity of issues that can reasonably be expected to be raised by our financial statements or

experience actively supervising one or more persons engaged in such activities

an understanding of internal controls and procedures for financial reporting and

an understanding of audit committee functions

The person must have acquired such attributes through one or more of the following

education and experience as principal financial officer principal accounting officer controller

public accountant or auditor or experience in one or more positions that involve the performance of

similar functions

experience actively supervising principal financial officer principal accounting officer controller

public accountant auditor or person performing similar functions

experience overseeing or assessing the performance of companies or public accountants with

respect to the preparation auditing or evaluation of financial statements or

other relevant experience

The current members of the Audit Committee are Mr Cason Chairman and Messrs Anderson
Grijalva and Strachan The Audit Committee met twenty-four times

during 2009 The Board has reviewed
the criteria set by the SEC and determined that each of the current members of the Audit Committee is

financially literate and Mr Cason qualifies as an audit committee financial expert In addition the

Board has determined that Mr Cason qualifies under NYSE rules as having accounting or related

financial management expertise Mr Cason is an accountant by education was an audit manager in an
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accounting firm and served as the Chief Financial Officer of Baker Hughes Incorporated public

company

Finally NYSE rules restrict directors that have relationships with the Company that may interfere

with the exercise of their independence from management and the Company from serving on the Audit

Committee We believe that the members of the Audit Committee have no such relationships
and are

therefore independent for purposes of NYSE rules

DirectQrs who are employees of the Company do not receive compensation for Board service At

present all of the directors are non-employees and receive such compensation If elected to the Board

Mr Newman would not receive compensation for Board service

We use combination of cash and equity incentive compensation to attract and retain qualified

candidates to serve on our Board The Corporate Governance Committee of the Board annually reviews

the compensation paid to our directors and considers the significant
amount of time directors expend in

fulfilling their duties to the Company as well as the skill level we require of members of the Board

Currently non-employee director compensation includes

Annual Retainer
90000

Additional Annual Retainer for Committee Chairmen

Audit Committee 35000

Executive Compensation Committee 20000

Corporate Governance Committee and Finance/Benefits Committee 10000

Board Meeting Attendance Fee 25001

Committee Meeting Attendance Fee 25002

Grant of Deferred Units $2600003

The board meeting attendance fee is paid for those meetings that were attended in excess of the four regularly

scheduled board meetings

The committee meeting attendance fee is only paid for those meetings that were attended in excess of the four

committee meetings

Deferred units are granted to each non-employee director annually immediately following the Board meeting held

in connection with our annual general meeting of shareholders On the date of grant the deferred units have an

aggregate value equal to $260000 based upon the average of the high and low sales prices of our shares for each of

the 10 trading days immediately prior to the date of grant The terms of the deferred units include vesting in equal

installments over three years on the first second and third anniversaries of the date of grant

Mr Rose serves the Company as its non-executive Chairman of the Board in which capacity he

receives $332000 annual retainer in lieu of the annual retainer the other non-employee directors receive

Mr Rose also receives the same meeting fees and the $260000 grant of deferred units to non-employee

directors described above

In addition we pay or reimburse our directors travel and incidental expenses incurred for attending

Board committee and shareholder meetings and for other Company business-related purposes

2009 Director Compensation

In 2009 each non-employee member of the Board received the same compensation as described

above except prior to May 2009 the board and committee meeting attendance fee for telephonic meetings

was $2000

At our Board meeting held immediately after the 2009 annual general meeting of our shareholders

the Board granted 3565 deferred units to each non-employee director in aggregate
value equal to $260000

based upon the average
of the high and low sales prices of our shares for the 10 trading days immediately

prior to the date of our Board meeting calculated at $72.93 per share The terms of the deferred units
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included vesting in equal installments over three years on the first second and third anniversaries of the
date of grant and requirement that each director hold the vested deferred units or the shares
attributable to such units until he leaves the Board

The following summarizes the compensation of our non-employee directors for 2009

Fees

Earned

or Paid Stock

in Cash Awards12 Total

______
Robert Rose 332000 243703 575703

Richard Anderson 128500 243703 372203
Thomas Cason 163500 243703 407203
Richard George 90000 243703 333703
Victor Grijalva 127000 243703 370703
Martin McNamara 104500 243703 348203
Edward Muller 94500 243703 338203
Robert Sprague 94500 243703 338203
Ian Strachan 134500 243703 378203

Michael Talbert 90000 243703 333703
John Whitmire 115000 243703 358703

This represents the aggregate grant date fair value under accounting standards for recognition of share-based

compensation expense for deferred units granted to our directors in 2009 For discussion of the valuation

assumptions with respect to these awards please see Note 17 to our consolidated financial statements included in

our Annual Report on Form 10-K for the year ended December 31 2009

The aggregate number of vested and unvested deferred units stock appreciation rights and outstanding option
awards at December 31 2009 for each non-employee director was as follows Mr Anderson 6368 share-settled

appreciation rights or SARs and 567 vested and received and 4699 unvested deferred units Mr Cason options to

purchase 22485 shares 7640 SARs and 567 vested and 4699 unvested deferred units Mr George options to

purchase 3820 shares 7640 SARs and 567 vested and 4699 unvested deferred units Mr Grijalva options to

purchase 5635 shares and 5700 vested and 4699 unvested deferred units Mr McNamara options to purchase
20661 shares and 5700 vested and 4699 unvested deferred units Mr Muller options to purchase 9117 shares
7640 SARs and 567 vested and 4699 unvested deferred units Mr Rose options to purchase 10188 shares 7640
SARs and 567 vested and received and 4699 unvested deferred units Mr Sprague 5700 vested and 4699 unvested

deferred units Mr Strachan options to purchase 11270 shares and 5700 vested and 4699 unvested deferred units
Mr Talbert 4104 vested and 4699 unvested deferred units and Mr Whitmire options to purchase 12297 shares

7640 SARs and 1994 vested and 4699 unvested deferred units All of the then outstanding deferred Units vested in

connection with the Merger but the units or underlying shares are required to be held by each director other than

Messrs Anderson and Rose until he leaves the Board Messrs Anderson and Rose have elected to receive shares

in exchange for their vested 2008 deferred unit awards therefore these deferred units are no longer outstandingMr Whitmire has elected to defer receiving shares in exchange for his 2007 award until his retirement
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AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed the audited financial statements of the Company

for the year
ended December 31 2009 with management our internal auditors and Ernst Young LLP In

addition the Committee has discussed with Ernst Young LLP the independent registered public

accounting firm for the Company the matters required to be discussed by the Statement on Auditing

Standards No 61 as amended AICPA Professional Standards Vol AU section 380 as adopted by the

Public Company Accounting Oversight Board in Rule 3200T The Sarbanes-Oxley Act of 2002 requires

certifications by the Companys chief executive officer and chief financial officer in certain of the

Companys filings with the Securities and Exchange Commission SEC The Committee discussed the

review of the Companys reporting
and internal controls undertaken in connection with these certifications

with the Companys management and independent registered public accounting firm The Committee also

reviewed and discussed with the Companys management and independent registered public accounting

firm managements report and Ernst Young LLPs report on internal control over financial reporting in

accordance with Section 404 of the Sarbanes-Oxley Act of 2002 The Audit Committee has further

periodically
reviewed such other matters as it deemed appropriate including other provisions of the

Sarbanes-Oxley Act of 2002 and rules adopted or proposed to be adopted by the SEC and the NYSE

The Committee also has received the written disclosures and the letter from Ernst Young LLP

regarding the auditors independence pursuant to the applicable requirements of the Public Company

Accounting Oversight Board Ethics and Independence Rule 3526 and it has reviewed evaluated and

discussed the written disclosures with that firm and its independence from the Company The Committee

also has discussed with management of the Company and the independent registered public accounting

firm such other matters and received such assurances from them as it deemed appropriate

Based on the foregoing review and discussions and relying thereon the Committee recommended to

the Companys Board of Directors the inclusion of the Companys audited financial statements for the year

ended December 31 2009 in the Companys Annual Report on Form 10-K for such year
filed with the

SEC

Members of the Audit Committee

Thomas Cason Chairman

Richard Anderson

Victor Grijalva

Ian Strachan
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
Listed below are the only persons who to the knowledge of the Company may be deemed to be

beneficial owners as of March 15 2010 of more than 5% of the Companys shares

Shares PercentName and Address of Beneficial Owner
Beneficially Owned of Class1

Marsico Capital Management LLC 209601362 6.5%
1200 17th Street Suite 1600

Denver Colorado 80202

The percentage indicated is based on the 321648769 outstanding shares at March 15 2010

The number of shares indicated is based on statement on Schedule 13G/A filed with the SEC on February 12
2010 According to the filing Marsico Capital Management LLC has sole voting power over 16960519 shares and
sole dispositive power over 20960136 shares and shared voting or dispositive power over no shares
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SECURITY OWNERSHIP OF DIRECTORS AND EXECUTIVE OFFICERS

The table below shows how many shares each of our directors and nominees each of the named

executive officers included in the summary compensation section below and all directors and executive

officers as group beneficially owned as of March 15 2010

Shares Subject

to Right to

Acquire Total Shares

Beneficial Beneficially Percent of

Name Shares Owned12 Ownership3 Owned23 Class4

Arnaud A.Y Bobillier 21356 16500 37856

Eric Brown 6792 20173 26965

Gregory Cauthen 6593 6593

Robert LongS 151107 225007 376114

Steven Newman 15887 69154 85041

Ricardo Rosa 10651 12770 23421

Richard Anderson 2474 2474

Thomas Cason6 10039 21782 31821

Richard George 8195 4387 12582

Victor Grijalva7 38029 28285 66314

Martin McNamara 20000 30647 50647

Edward Muller8 6553 9684 16237

Robert Rose 6386 10188 16574

Robert Sprague 1049 5700 6749

Ian Strachan 4849 16970 21819

Michael Talbert9 3431 4104 7535

John Whitmire 6504 13021 19525

All of directors and executive officers as

group 18 persons 298093 388970 687063

The business address of each director and executive officer is do Transoçean Management Ltd Blandonnet International

Business Center Chemin de Blandonnet Building 7th Floor CH-1214 Vernier Svitzerland None of the shares beneficially

owned by our directors or executive officers are pledged as security

Includes shares held in Employee Stock Purchase Plan as follows Messrs Brown 708 Bobillier 810 Newman 172 and all

executive officers as group 2378

Includes shares that may be acquired within 60 days from March 15 2010 through the exercise of options held by

Messrs Bobillier 15110 Brown 15726 Cauthen 6593 Long 225007 Newman 62404 Rosa 11380 Cason 21215

George 3820 Grijalva 5635 McNamara 13149 Muller 9117 Rose 10188 Strachan 11270 Whitmire 11027 and

all directors and executive officers as group 289932 Also includes rights to acquire shares under our deferred

compensation plan held by Messrs Grijalva 16950 McNamara 11798 and all directors and executive officers as

group 28748 unvested restricted shares held by Messrs Bobillier 1390 Brown 4447 Newman 6750 Rosa 1390

and all directors and executive officers as group 39691 which are subject to vesting schedule forfeiture risk and other

restrictions and over which such individuals have sole voting power
but no dispositive power and vested deferred units held

by Messrs Cason 567 George 567 Grijalva 5700 McNamara 5700 Muller 567 Sprague 5700 Strachan 5700
Talbert 4104 Whitmire 1994 and all directors and executive officers as group 30599 over which such individuals have

sole voting power but no dispositive power
Does not include out-of-the-money SARs held by Messrs Anderson 6368

Cason 7640 George 7640 Muller 7640 Rose 7640 Whitmire 7640 and all directors and executive officers as

group 44568 The base prices of the SARs of $90.27 per share and $107.63 per share were above the closing price for our

shares on the NYSE on March 15 2010 of $84.70 per share

As of March 15 2010 each listed individual and our directors and executive officers as group beneficially owned less than

1.0% of the outstanding shares

Includes 151107 shares held in joint account with his wife

Includes 2950 shares held in joint account with his wife

Includes 1427 shares held by his wife in her separate account

Includes 6389 shares held in family trust with Mr Muller and his wife serving as trustees

Includes an aggregate of 1629 shares held in joint accounts with his wife
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COMPENSATION DISCUSSION AND ANALYSIS

Throughout this proxy statement the individuals who served as our Chief Executive Officer and Chief

Financial Officer during fiscal 2009 as well as the other individuals named in the Summary Compensation
Table on page P-48 are referred to as the named executive officers The following Compensation
Discussion and Analysis CDA discusses the compensation awarded to earned by or paid to the named
executive officers and explains the material elements of such compensation

Guiding Principles of Our Executive Compensation Program

The goal of our executive compensation program is to attract motivate and retain talented individuals

from within and outside of our highly competitive industry to be leaders in our Company The following
are the guiding principles of our executive compensation program

Align the interests of our executive officers with those of our shareholders by basing executive compensation
on corporate performance

We believe that the total compensation offered to each of our executive officers should be

substantially linked to our success By focusing our executive officers on the
appropriate measures of

success we intend to align the interests of our executive officers with those of our shareholders Barring

any unusual transactions both the non-equity incentive plan compensation and equity compensation that

each of our executive officers ultimately receives each year is structured to be
directly related to our

success

Set executive compensation at competitive levels

We believe that executive compensation must be continuously monitored to ensure that we provide
the opportunity for each of our executive officers to receive competitive compensation The Executive

Compensation Committee annually reviews the total compensation and each component of compensation
that may be paid or awarded to each of our executive officers and compares the total compensation and
each component of compensation internally for purposes of internal equity and externally against
the median amount paid to executive officers holding comparable positions at companies within our peer

group to assist us in
retaining our executive officers

The Executive Compensation Committee Process and the Role of Advisors and Management

The Executive Compensation Committee of our Board of Directors the Committees outside

compensation consultant other outside advisors and members of management are all involved in

structuring our executive compensation program

The Executive Compensation Committee The Executive Compensation Committee of our Board of

Directors is composed solely of Board members who are not employees of the Company meet the

independence requirements of the New York Stock Exchange and meet the qualifications of outside

directors under Section 162m of the U.S Internal Revenue Code The Committee currently consists of

four directors John Whitmire chairman Edward Muller Martin McNamara and Robert

Sprague

The Executive Compensation Committee is responsible for

Reviewing annually and approving the compensation paid to and the benefits received by the

Companys executive officers

Annually establishing focus areas for the Companys Chief Executive Officer annually evaluating
the Chief Executive Officers performance in light of the focus areas with the participation of the
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full Board and setting the Chief Executive Officers compensation based on the evaluation and

peer group data

Establishing and administering executive compensation plans or arrangements which provide

benefits to executive officers of the Company in accordance with the goals and objectives of the

Company as established by the Board

Considering and making recommendations to the Board concerning the existing executive

compensation programs and changes to such programs and

Reviewing and discussing the CDA and based upon such discussion recommending to the Board

that the CDA be included in the Companys proxy statement to shareholders

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

subcommittee or subcommittees composed of one or more members of the Committee provided that the

decisions of such subcommittee are presented to the full Committee at its next regularly scheduled

meeting The Chief Executive Officer has been delegated authority to award restricted shares restricted

units and deferred units under the Companys Long-Term Incentive Plan to recently hired employees of the

Company excluding senior vice presidents and above and Section 16 officers of the Company not to

exceed an aggregate of 100000 shares per calendar year The Committee has delegated to subcommittee

composed of its Chairman and an additional committee member the authority to approve interim

compensation resulting from promotions competitive realignment or the hiring of new executive officers

excluding the Chief Executive Officer between meetings of the Committee including but not limited to

establishing annual base salary annual bonus targets long-term incentive plan targets and the grant of

equity awards The Committee is notified of compensation actions made by the Chief Executive Officer or

the sttbcommittee at the meeting following the date such actions are tacen

The Compensation Consultant To assist it in meeting its responsibilities the Executive Compensation

Committee engages an outside consulting firm Deloitte Consulting LLP Deloitte Consulting served as

the Committees compensation consultant through July 2009 During 2009 Deloitte Consulting provided

executive compensation consulting services to the Committee for an aggregate fee of $275970 In addition

Deloitte Consulting and its affiliates also provided non-executive compensation consulting services in 2009

for an aggregate fee of $1348488 The non-executive compensation consulting services provided by

Deloitte and its affiliates principally consisted of tax compliance services and advice to the Company in its

development and implementation of an enterprise resource planning system Management discussed its

intent to select Deloitte Consulting for these non-executive compensation consulting srvices with the

Executive Compensation Committee in advance of Deloitte Consultings final selection and the Executive

Compensation Committee approved such services

In order not to impair the independence of the compensation consultant or to create the appearance

of such an impairment in February 2009 the Committee adopted policy that the Committees

compensation consulting firm may not provide other services to the Company in excess of $100000

Accordingly in February 2009 the Committee initiated search for new compensation consultant In

August 2009 Longnecker Associates Longnecker was engaged as the Committees new

compensation consultant

Our management provides input to the compensation consultant but does not direct or oversee its

activities with respect to our executive compensation programs

The compensation consultant reports to and acts at the direction of the Executive Compensation

Committee The Committee directs its compensation consultant in the performance of the consultants

duties under its engagement to provide certain guidance on an ongoing basis including

Expertise on compensation strategy and program design

Information relating to the selection of the Companys peer group
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Relevant market data and alternatives to consider when making compensation decisions

Assistance in establishing and updating annual and long-term incentive guidelines

Annual reviews of the total executive officer compensation programs

Assistance in preparing the total compensation tally sheet which is discussed below and

Support and advice as the Committee conducts its analysis of and makes its decisions regarding

executive compensation

The Committee does not adopt all of the compensation consultants recommendations but utilizes the

compensation consultants work as check in arriving at its own judgment with respect to what it deems

appropriate

The compensation consultant regularly participates in the meetings of the Executive Compensation

Committee and meets privately with the Committee at the Committees request

Other Advisors From time to time the Company engages other advisors to advise management and the

Executive Compensation Committee regarding executive compensation matters Such advisors have

included among others an outside corporate law firm to advise management and the Committee

regarding various legal issues and an outside actuarial firm to evaluate benefits programs

Management Our Chief Executive Officer annually reviews the competitive pay position and the

performance of each member Of senior management other than himself The Chief Executive Officers

conclusions and recommendations based on his reviews of the other named executive officers including his

conclusions and recommendations with respect to salary adjustments and annual award amounts are

presented to the Executive Compensation Committee The Committee makes all compensation decisions

and approves all share-based awards for the named executive officers the positions of senior vice president

and above and other Section 16 officers For other officers decisions regarding the non-equity

compensation and in some cases share-based awards sign-on awards are made by the Chief Executive

Officer The Committee can however exercise its discretion in modifying any compensation adjustment or

awards to any executive The Board of Directors annually considers the performance of the Chief

Executive Officer The Committee determines all components of the Chief Executive Officers

compensation

Executives in the Companys Human Resource Department assist th Chief Executive Officer with his

recommendations and with the assistance of other officers and employees as needed develop and present

other recommendations regarding compensation to the Committee The Senior Vice President Human

Resources and Information Technology and Vice President of Human Resources and member of our

Legal Department regularly attend Executive Compensation Committee meetings and our Chief

Executive Officer other executive officers and our Chairman of the Board participate on an as-needed

basis Our executive officers and other employees participate in Committee discussions in an informational

and advisory capacity and have no vote in the Committees decision-making process

The Executive Compensation Committee meets outside the presence of all of our executive officers to

consider appropriate compensation for our Chief Executive Officer For all other named executive officers

the Committee meets outside the presence of all executive officers except our Chief Executive Officer

Business Context and Peer Group

TransoceÆn Ltd is the worlds largest offshore oil and gas drilling contractor and the leading provider

of drilling management services worldwide Our mission is to be the premier offshore drilling company

providing worldwide rig-based well-construction services

The offshore drilling business is highly competitive with numerous industry participants The industry

has been highly cyclical throughout its history with periods of high demand rig shortages and relatively

P-30



high dayrates followed by periods of low demand excess rig availability and low dayrates These cycles

often last for years

We compete for talent across many different sectors around the world However our primary

competitive market generally includes other companies in the energy industry oil and gas companies

offshore drilling companies and other energy services companies In making compensation decisions for

our named executive officers each element of their total direct compensation is compared against

published compensation data

The peer group of companies used as an external benchmark for comparing each component of

executive compensation for 2009 was

Anadarko Petroleum Corporation

Apache Corporation

Baker Hughes Incorporated

Devon Energy Corporation

Diamond Offshore Drilling Inc

ENSCO International Incorporated

EOG Resources Inc

Halliburton Company

Hess Corporation

Marathon Oil Corporation

Nabors Industries Ltd

National-Oilwell Varco Inc

Occidental Petroleum Corporation

Noble Corporation

Pride International Inc

Rowan Companies Inc

Schlumberger Limited

Smith International Inc

Weatherford International Ltd

The peer group or smaller sub-group may be used for performance comparisons as determined by

the Committee

Changes in 2010

In February 2010 following discussion with Longnecker the Committee determined to remove

Nabors Industries Ltd and Occidental Petroleum Corporation from the peer group
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Executive Compensation Program Philosophy Objectives and Design

Compensation Philosophy and Objectives Our compensation philosophy which is periodically reviewed

and updated by the Executive Compensation Committee is outlined below

Element
Targeted Position Comments

Base Salary Market median Individual circumstances can allow for certain positions to

be above or below the median

Annual Bonus
Opportunity to earn total Actual payout based on performance Metrics include both

cash compensation financial and operational results that drive long-term

competitive with market value Current award potential ranges from 0% to 200%
with upside/downside based of target

on performance against

financial and operating

metrics

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

Compensation cash compensation Maximum performance will result in

75th percentile or higher total cash compensation Below

target performance will result in below median total cash

compensation

Long-Term Incentives Market median Current practice is to award time-vested stock options

options restricted
requiring continuous employment and fully contingent

shares and deferred units that vest based on total shareholder return

deferred units compared to 12 companies in our peer group At median

performance relative to this subgroup of the
peer group

we provide vesting of the contingent deferred units at

target and at upper quartile performance the maximum
award vests

Total Direct Market median Ability to earn above or below market median based on

Compensation performance

We target compensation at the market median in order to remain competitive and avoid contributing
to the ratcheting-up of executive compensation that occurs when large number of companies all target
their executive compensation at above-median levels In 2009 market median was determined by peer
group data In 2010 market median was determined through combination of peer group data and market

surveys each weighted at 50%

The data from the peer group is gathered based both on position CEO COO CFO and General

Counsel and according to pay rank for the highest-paid position the second highest-paid position and so

forth The Committees former compensation consultant recommended this approach because of the

variations iii pay based on position and the need to ensure that sufficient number of matches exist for

meaningful comparisons Our fifth highest paid position Executive Vice President Assets is difficult to

match based on position or role Consequently the data used to compare this position is based on pay rank

only

Each element of compensation and the total direct compensation for each of our named executive

officers is then compared to the estimated market median for his position

Presently total direct compensation for our named executive officer positions ranges from

approximating the competitive market median to 32% above and 50% below that median with an average
of 9% below for the group This range is due to number of factors including the

length of time an
individual has been in position the uniqueness of some of our positions making market comparisons
somewhat imprecise and our relative size compared to our peer group
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Within the framework of our compensation philosophy we have developed executive compensation

programs that are intended to achieve the following objectives

Close alignment of both cash- and share-based reward opportunities
with the interests of our

shareholders as supported by our mission execution imperatives and bonus strategy

Maintenance of pay-for-performance culture including reward opportunities
for exceeding

specific annual and biennial goals

Reasonable reward opportunities that are sufficiently competitive to attract motivate and retain

superior employees in key positions
and

connection between compensation and the attainment of goals
that is clearly visible to the

participants
in our compensation programs

Compensation Program Design The Executive Compensation Committee reviews information

including peer group and other compensation survey information developed and provided by the

compensation consultant to determine the appropriate compensation levels and mix Although we have no

pre-established policy or target
for the allocation between either cash and non-cash or short-term and

long-term compensation we have designed the components of our compensation programs so that as an

executives responsibility increases his or her compensation mix is weighted more heavily toward

performance-based and at-risk compensation and less heavily toward base salary while at the same time

remaining competitive at or near the market median Any benefits perquisites or discretionary cash

bonuses that an executive officer may receive are not considered for purposes of this analysis We

supplement this performance-based and at-risk compensation with downside protection to minimize the

turnover of executive talent and to ensure that our executives attention remains focused on the Companys

and our shareholders interests Such downside protection includes but is not limited to the use of change

of control arrangements and severance benefits which are discussed in more detail below

We believe that lack of internal pay equity among our executives would be detrimental to morale

and productivity and as result to advancing the Companys and our shareholders interests To that end

we have designed our compensation programs so that all executives participate in the same in-service

compensation programs that our Chief Executive Officer participates in and so that base pay and incentive

reward opportunities are commensurate with the executives relative levels of responsibility within the

Company We test the resulting internal pay equity by making sure that our base pay and incentive award

opportunities are commensurate with the base pay and reward opportunities
of executives with similar

responsibilities at the other companies in the peer group

We also consider total compensation when we design our compensation programs and determine

compensation levels We developed thorough analysis of the total value of each named executive officers

entire compensation and benefits package That analysis resulted in total compensation tally sheet

containing data on all elements of compensation and benefits including retirement plan benefits

severance benefits and vested and unvested equity awards The Executive Compensation Committee

annually reviews total compensation and considers it along with the other factors noted above when

making compensation decisions Based on its reviews of total compensation and such other factors the

Committee has concluded that the total compensation paid to the Companys executive officers including

the named executive officers is reasonable However compensation practices
and philosophy are an

evolving practice and future changes may be made to take into account changed circumstances practices

competitive environments and other factors

Elements of Executive Compensation and Benefits

Elements of In-Service Compensation and Benefits The elements of our executive officer in-service

compensation in 2009 consisted of base salaries and performance-based incentive compensation in

the form of annual cash bonus incentives under our Performance Award and Cash Bonus Plan
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discretionary cash bonuses under our Reward and Recognition Program and long-term incentives under
our Long-Term Incentive Plan in the form of contingent deferred units and time-vested options to purchase
Company shares In addition we provide defined-contribution 401k savings plan with matching
contributions from the Company and certain

perquisites and other personal benefits All of these elements
of in-service compensation and benefits are discussed below We also provide post-termination
compensation and benefits primarily through retirement plans and change of control and severance

arrangements which are discussed separately

Base Salaries

We provide our executive officers and other employees with base salaries that provide them
minimum level of compensation for services rendered during the year The base salaries for our executive
officers including the named executive officers are reviewed upon promotion or other change in job
responsibility and they are also reviewed annually both individually and relative to other officers Base
salary adjustments are made to reflect the then competitive market In February 2009 the Executive

Compensation Committee reviewed the base salaries of the named executive officers In connection with
their review the Committee considered recommendations from the Chief Executive Officer competitive
compensation information based on proxy data the job responsibilities performance and expected future
contributions of each executive and our compensation philosophy and objectives Considering input from
our compensation consultant the Committee concluded that each named executive officers salary for
2009 was generally in an acceptable range around the market median for comparable positions with our
peer group companies and was consistent with our compensation philosophy which calls for providing
salaries at competitive market median levels The Committee also considered the downturn in our industry
and the worldwide financial and economic downturn and determined based primarily on those downturns
that the named executive officers would not receive an increase in base salary for 2009

Changes in 2010

Effective February 16 2010 for Messrs Rosa Brown and Bobillier and March 2010 for
Mr Newman the Executive Compensation Committee approved the following increases in base salaries

Mr Newman
$900000

Mr Rosa
$450000

Mr Brown
$468000

Mr Bobillier
$392000

Performance-Based Incentive Compensation

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

Performance Award and Cash Bonus Plan

Our Performance Award and Cash Bonus Plan Bonus Plan is goal-driven plan that gives
participants including the named executive officers the opportunity to earn annual cash bonuses based on
performance as measured against predetermined performance goals Individual target award levels
expressed as percentages of the participants base salaries are established by the Executive Compensation
Committee at the beginning of the year The individual targets range from 10% of base salary for the
lowest level eligible participant to 100% for the Chief Executive Officer The target award levels under the
Bonus Plan when combined with base salaries position the participants on average to earn total cash

compensation approximating competitive market median levels In addition other performance levels

above and below the target provide the opportunity for participants to earn total annual cash
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compensation above the competitive
market median when above-target performance warrants up to

designated maximum or the possibility of earning total annual cash compensation below the median in

cases of below-target performance

For performance during the past five years 2005-2009 the Bonus Plan paid out in excess of the

target level one time and under the target level four times The maximum payout level was not achieved

during this five-year period The payout percentages over the past
five years for the named executive

officers have ranged from 0% to approximately 259% of each named executive officers target award

opportunity with an average payout percentage over the past
five

years
of 102% of the target award

opportunity

The 2009 Bonus Plan

Under the 2009 Bonus Plan each named executive officer had potential payout range of 0% to

200% of his individual target award level The named executive officers individual target award levels for

2009 which were expressed as percentages
of their base salaries and were established by the Executive

Compensation Committee in February 2009 to reflect their relative levels of responsibility within the

Company were Mr Long 100% Mr Newman 80% Mr Rosa 50% increased to 75% in September 2009

in connection with Mr Rosas promotion Mr Brown 60% Mr Bobillier 75% and Mr Cauthen 75%

Payouts under the 2009 Bonus Plan were determined based on the results of five performance

measures

Safety Performance 20%
Financial Performance

Cash Flow Value Added CFVA relative to our annual budget 30%

Overhead Cost 20%
Lost Revenue 20% and

Newbuilds 10%
The calculation for each component except for Newbuilds was interpolated on straight-line basis based

on actual results

Safety Performance Our business involves numerous operating
hazards and we remain committed to

protecting our employees our property
and our environment Our ultimate goal is expressed in our Safety

Vision an incident-free workplaceall the time everywhere The Committee sets our safety

performance targets at high levels each year
in an effort to motivate our employees to continually improve

our safety performance toward this ultimate goal

The Committee measures our safety performance through combination of our total recordable

incident rate TRIR and total potential severity rate TPSR and through high-potential dropped

objects HPDO TRIR is an industry standard measure of safety performance that is used to measure

the frequency of companys recordable incidents and comprises 35% of this measure TRIR is measured

in number of recordable incidents per 200000 man hours worked TPSR is proprietary safety measure

that we use to monitor the total potential severity of incidents and comprises 35% of this metric Each

incident is reviewed and assigned number based on the impact that such incident could have had on our

employees and contractors and the total is then combined to determine the TPSR HPDO is dropped

object that has potential of causing serious injury an injury in which the employee is out of work for six

months or more or fatality HPDO is calculated by multiplying the mass of the object by the height

dropped and then applying an industry standard formula to determine potential severity HPDO comprises

30% of this measure The occurrence of fatality can override the safety performance measure
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The Committee set our TRIR target for 2009 at 0.82 our TPSR target at 30 5% improvement over

2008 actual results and our HPDO at 129 25% improvement over 2008 actual results which would

result in named executive officer receiving payout of 20% of the target bonus amount for this

performance measure For 2009 the Committee established combination of TRIR of 0.90 and TPSR
of 33 at or above which named executive officer would receive no payout for those components of this

performance measure and combination of TRIR of 0.70 and TPSR of 24 at or below which named
executive officer would receive maximum payout of 40% of the target bonus amount for those

components of this performance measure The named executive officers would receive no payout for the

HPDO component of this performance measure if HPDOs exceed 129 HPDOs at or below 86 result in the

named executive officer receiving the maximum payout of 40% of the target bonus amount for that

component of this performance measure

In order to reinforce our commitment to our ultimate goal of creating an incident-free workplace the

payout percentage for the safety performance measure for 2009 as determined above is multiplied by the

ratio of the number of active rigs without recordable incident in 2009 over the number of active

rigs without recordable incident in 2008 Active rigs are defined as those rigs in service for six months or

more In 2009 38 of our active rigs were incident-free for the year as compared to 38 incident-free rigs in

2008 resulting in ratio of 1.00

Based on the foregoing safety performance measures the TRIR was 0.77 the TPSR was 41.49 and

the HPDO was 172 This combination of TRIR TPSR and HPDO resulted in an initial payout percentage
of 46% for this performance measure This initial payout percentage was then multiplied by 1.00 pursuant
to the ratio calculation set forth above which would have resulted in each named executive officer

receiving payout of 46% of the target bonus amount for this performance measure for 2009

Financial Peiformance

Payout of 70% of each executives including named executive officers target award under the 2009

Bonus Plan was based upon the Companys achievement of three financial performance measures CFVA
30% overhead costs 20% and lost revenue 20%

CFVA This performance measure is based on sliding scale that measures our CFVA performance
for 2009 relative to our annual budget

CFVA is equal to Net Income Loss before Extraordinary Items

Plus Depreciation Expense

Plus Minus Net Interest Income Expense

Plus Minus Gain Loss net of tax on Debt Retirement or Asset Sales Dispositions or

Impairments

Plus Minus Other Unusual Items net of tax

Plus Minus Unusual Tax Items

Plus Expenditures related to Approved Long-Term Investments

Minus Overhead Allocations

Minus Charge for Average Capital Weighted Average Cost of Capital multiplied by Average

Capital
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Where Average Capital is equal to Total Equity

Plus Total Long-Term Debt Book Value

Minus Cash and Cash Equivalents

Minus Goodwill

Plus Capitalized Lease Obligations under GAAP Short and Long Term
Minus Net Book Value of Fixed Assets

Plus Fair Market Value of Fleet excluding newbuilds
Plus Incremental Capital Expenditures during the Year

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

Investments

The Committee set CFVA target of $2400 million which would result in participants receiving full

payout of the target bonus amount for
achieving this performance measure In the event the CFVA was

less than $2150 million there would be no payout for this performance measure If the CFVA was equal to

or exceeded $2900 million the payout would be the maximum of 200% of the target bonus amount for this

performance measure If the CFVA fell between these amounts the payout percentage would be

interpolated on modified straight line basis that includes no significant acceleration or flattening between

data points The Committee believes that CFVA helps give the named executive officers clearer picture

of their contribution to the profitability and share price of the Company and reflects whether or not

operations exceed the expectations of the shareholders and the Board of Directors

For 2009 CFVA was $1342 million which resulted in payout of 0% of the target bonus amount for

this performance measure

Overhead Cost The Committee recognized that managing overhead cost in 2009 was especially

critical considering market conditions Consequently the Committee elected to define this as separate

performance measure This performance metric was based on actual performance against budget including

field overhead indirect overhead and general and administrative costs Severance costs were excluded

from the overhead cost measure in order to avoid the impact of favorable/unfavorable variances in

severance costs Additionally in order to reduce the impact of exchange rate variances the budgeted
non-U.S dollar currencies were converted each month using the Companys prevailing exchange rate for

that month in order to derive an exchange rate normalized budget which could be compared to actual

results

The payout of this performance measure is based on actual performance against budget as follows

Percentage Change from Budget Payout

10% 200%

150%
Achieve Budget 100%
5% 50%

0%

Results were interpolated on straight line basis for performance levels between the outcomes

provided above

For 2009 the total was $790.6 million which resulted in payout of 100% of the target bonus amount

for this performance measure

Lost Revenue The Committee recognizing that one of the keys to driving both short and long-term

shareholder value is to increase the revenue efficiency of
operating rigs and to reduce out-of-service days

resulting from shipyard overruns approved the addition of lost revenues to the performance measures
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The lost revenue performance measure is based on efficiency of operating rigs based on the 2009 budget

and out-of-service days of 34 original specific projects each in excess of 14 days The Committee originally

set the lost revenue target at $827 million which would result in the named executive officers receiving

full payout of the target bonus amount for achieving this performance measure In the event that lost

revenue was greater than $886 million there would be no payout for this performance measure If lost

revenue was equal to or less than $691.2 million the payout would be the maximum of 200% of the target

bonus amount for this performance measure The Committee subsequently adjusted the target from

$827 million to $763.5 million to exclude cancelled/postponed shipyards and stacked rigs to ensure that the

decline in market conditions did not result in an overpayment for this performance measure In the event

that lost revenue was greater than $818 million there would be no payout for this performance measure

For 2009 the total was $844 million which resulted in payout of 0% of the target bonus amount for this

performance measure

Newbuilds The Committee added newbuilds to the performance measures in order to provide an

additional incentive to our executive officers to continue to focus on financial and operational discipline in

the delivery of certain newbuilds in 2009 The newbuilds performance measure is based on capital

expenditures net of field operating contribution The Committee set the newbuilds target at $855.3 million

which would result in the named executive officers receiving full payout of the target bonus amount for

achieving this performance measure In the event that the capital expenditures for newbuilds were greater

than $912.9 million there would be no payout for this performance measure If the capital expenditures for

newbuilds were equal to or less than $772.3 million the payout would be the maximum of 200% of the

target
bonus amount for this performance metric For 2009 the total was $848 million which resulted in

payout of 106% of the target bonus amount for this performance measure

Actual Bonus Plan Compensation for 2009

Based on the performance measures outlined above each of our named executive officers would have

received 30.7% of his targeted bonus plan compensation opportunity in 2009 However during 2009 we

incurred four fatalities with varying causes in varying regions around the world As result the Committee

used its discretion and set the actual Bonus Plan award to $0 for all executive officers including named

executive officers The Committee took this extraordinary action to underscore the Companys

commitment to safety and to increase the incentive for executive officers to promote the goal of an

incident-free workplace and in particular the avoidance of future fatal accidents

Changes for 2010

In December 2009 the Executive Compensation Committee determined the performance measures

comprising the Bonus Plan for 2010 The Committee retained the safety performance cash flow value

added and newbuilds measures The safety measure was modified to eliminate the HPDO component

because HPDOs are already included in the determination of the TPSR The Committee recognizing the

importance of the successful implementation of the Companys enterprise resource planning system which

is designed to manage core information and functions of the Company from shared data stores added it as

performance measure The weighting of each component of the target bonus award for 2010 is as follows

safety performance 25% financial performance 50% newbuilds 10% and enterprise resource

planning 15%
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In February 2010 the Committee also established the target bonus opportunities for 2010 for each of

our named executive officers other than Mr Cauthen which is expressed as percentage of base salary

as follows

Mr Long 100%

Mr Newman 100%

Mr Rosa 75%

Mr Brown 65%

Mr Bobillier 75%

Long-Term Incentive Plan

Under the Long-Term Incentive Plan of Transocean Ltd the LTIP the Executive Compensation

Committee can design cash and share-based incentive compensation programs to incentivize superior

performance and the achievement of corporate goals by employees and others who provide key services to

the Company in order to promote the growth of shareholder value and retain key talent by providing such

individuals with opportunities to participate in the long-term growth and profitability of the Company

Under the LTIP the Executive Compensation Committee may grant participants restricted shares

deferred units options share appreciation rights cash awards performance awards or any combination of

the foregoing In granting these awards the Committee may establish any conditions or restrictions it

deems appropriate

The LTIP awards for all executive officers are granted annually at the Committees February meeting

at which the Committee also reviews and determines each named executive officers base salary and

non-equity incentive plan compensation opportunity The grant date for such awards is generally set on the

date of the February meeting The Committee sets award grants in February in order to consider all

elements of compensation at the same time and to more closely align grant dates and the beginning of

performance cycles Our executive officers have no role in setting the grant date for any awards to our

named executive officers under our LTIP The only exceptions to this timing policy are one-time sign-on

awards or awards for significant promotion which are made at the time of such events In determining

the target value for LTIP awards made to the named executive officers the Committee considers

competitive compensation information based on proxy and survey data internal equity and at times

individual performance of the executive officer

2009 Stock Option Awards

Nonqualified stock options were granted to all executive officers including the named executive

officers as part of the 2009 annual long-term incentive grants which were made in February 2009 Options

were granted with an exercise price equal to the closing price of the Companys shares on February 12

2009 or $60.19 with three-year vesting schedule ratably one-third each year and ten-year term When

determining the number of stock options to grant to senior management in the 2009 annual grant the

Committee established the target value for the employees total long-term incentive awards took one-half

of the total target value and allocated that to stock options and then divided the total target value for stock

options by the estimated Black Scholes Merton value per option to determine the actual number of options

to be granted The initially calculated number of options was then subject to adjustment up or down based

on the Committees evaluation of the named executive officers performance past grant history and other

relevant factors

2009 Contingent Deferred Units

Contingent Deferred Units CDUs were granted to all executive officers including the named

executive officers as part of the Company 2009 annual long-term incentive grants which were made in
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February 2009 Each CDU represents one share Each CDU granted in 2009 has three-year performance

cycle of January 2009 through December 31 2011 The number of CDUs earned by named executive

officer will be based on the total shareholder return of the Company and 12 of the companies in its peer

group Baker Hughes Incorporated Diamond Offshore Drilling Inc ENSCO International Incorporated

Hallihurton Company Nabors Industries Ltd National-OilweIl Varco Inc Noble Corporation Pride

International Inc Rowan Companies Inc Schiumberger Limited Smith International Inc and

Weatherford International Ltd collectively the Sub-Group The Sub-Group was determined by the

Committee based on information provided by Deloitte Consulting regarding the historical total

shareholder return of the companies in the Sub-Group relative to the Company The companies in the

Peer Group with historical total shareholder returns closest to the Companys were selected for the

Sub-Group Total shareholder return through the performance cycle is based on the comparison of the

average closing share price for the 30 consecutive business days prior to the start of the performance cycle

and the average closing share price for the last 30 consecutive business days in the performance cycle for

the Company and each of the companies in the Sub-Group The companies are then ranked according to

percentage of improvement/deterioration in share price adjusted for dividends The number of CDUs the

named executive officer may earn is determined based on the Companys ordinal rank among the

Sub-Group Threshold performance is rank of 10th at which 25% of the target award earned rank

below 10th results in no awards being earned Target performance is rank of 7th at which 100% of the

target award is earned At maximum performance 3rd or higher 175% of the target award is earned

Upon vesting each CDU together with dividend payments accrued from the end of the performance cycle

through the determination date the first 60 days of 2012 will be distributed to the named executive

officer No dividends are accrued during the performance cycle The target value of the 2009 CDU grants

to each of the named executive officers was one-half of such officers total 2009 long-term incentive award

target value In the event of termination of employment resulting from death disability retirement or at

the convenience of the Company the named executive officer receives pro-rata portion of the earned

CDUs The pro-rata portion of the CDUs is determined by multiplying the number of CDUs which would

have otherwise been earned had the named executive officers employment not been terminated by

fraction the numerator of which is the number of calendar days he was employed during the performance

cycle after the grant date and the denominator of which is the total number of calendar days in the

performance cycle after the grant date For discussion of the treatment of the CDUs granted in 2009

upon termination in connection with change of control see Potential Payments Upon Termination or

Change of Control

Changes for 2010

In February 2010 the Committee determined that the terms and conditions of the nonqualified share

option awards and the contingent deferred unit awards would remain unchanged from the previous year

and approved the grants of such awards to the named executive officers The target LTIP award for 2010

for each of our named executive officers other than Messrs Long and Cauthen is as follows

Mr Newman $5.4M

Mr Rosa $1.5M

Mr Brown $1.5M

Mr Bobillier $1.5M

In February 2010 the Executive Compensation Committee approved special retention awards to

certain officers as retention tool The Committee structured the awards as equity in lieu of cash in order

to promote alignment of employee interests with the interests of the Companys shareholders Mr Brown

was the only named executive officer who received an award Mr Brown was granted 8103 time-vested

deferred units The number of deferred units granted to Mr Brown was calculated at 150% of his new base

salary divided by the average of the closing price of the Companys shares on the NYSE for the last 30
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consecutive trading days prior to February 2010 or $87.36 The deferred units vest in one-third

increments over three-year period on the anniversary of the date of grant

Savings Plan

Our U.S Savings Plan is tax-qualified defined contribution retirement savings plan in which all U.S

employees citizens and tax residents including the named executive officers other than

Messrs Bobillier and Rosa are eligible to contribute up to 50% of their annual base salary up to the

prescribed Internal Revenue Code annual limit $16500 in 2009 on pre-tax
basis or after-tax basis if

participating in the Roth 401k Subject to the limitations set forth in Sections 401a17 401m and

415 of the Internal Revenue Code the Company matches in cash on pre-tax
basis 100% of the first 6% of

eligible base pay that is contributed to the plan by the participating employee Participants age 50 and

older including the named executive officers who are older than 50 may also make additional catch-up

contributions on pre-tax and/or Roth after-tax basis each year up to the prescribed Internal Revenue

Code annual limit $5500 in 2009 Catch-up contributions are not matched by the Company

Effective for Transocean employees who are hired on or after January 2009 the Companys

matching contributions will become vested upon completion of three years of eligible service

The vesting requirement will not apply to legacy Transocean employees who were hired prior to

January 2009

The vesting requirement will not apply to legacy GlobalSantaFe employees who were hired prior to

January 2005

For legacy GlobalSantaFe employees who were hired after December 31 2004 the three-year

vesting requirement that was applicable under the GlobalSantaFe 401k Savings Plan will continue

to apply in the Transocean U.S Savings Plan

Withdrawals from the U.S Savings Plan made by an employee who is less than 59 years of age may

be subject to 10% penalty tax

Matching contributions during 2009 to the named executive officers U.S Savings Plan accounts are

detailed in the footnotes to the Summary Compensation Table which begins on page P-48

Pension Equalization Plan

Effective January 2009 the legacy GlobalSantaFe Pension Equalization Plan and the legacy

Transocean Supplemental Retirement Plan were merged into the Transocean Pension Equalization
Plan

the PEP non-qualified non-contributory defined-benefit plan To the extent the annual income of

an eligible employee including the named executive officers exceeds either the annual income limitations

or the annual benefit limitations imposed by the Internal Revenue Code for purposes of calculating eligible

remuneration under qualified retirement plan income is limited to $245000 in 2009 and benefits are

limited to $195000 in 2009 any pension benefits attributable to such difference are paid from the PEP As

of December 31 2009 the plan was funded at 1.8% of accrued liabilities through rabbi trust which

means that the assets of the trust are not immune from claims of the Companys creditors in the event of

our bankruptcy or insolvency The formula used to calculate benefits under the PEP is the same as that

used under the U.S Retirement Plan Benefits under this plan are paid in lump sum The lump-sum

equivalent of the accrued benefit of certain individuals as of December 31 2008 attributable to the legacy

Transocean Supplemental Retirement Plan will be calculated using the interest rate in the legacy

Transocean Supplemental Retirement Plan which was the annual interest rate equal to the yield on new

7-12 year AA-rated general obligation tax-exempt bond as determined by Merrill Lynch Co or its

affiliates and published in The Wall Street Journal
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Transocean Management Ltd Pension Plan

The Company maintains the Transocean Management Ltd Pension Plan nonqualified defined

contribution plan for its non-U.S citizen employees who relocate to Switzerland Messrs Rosa and

Bobillier were the only named executive officers in 2009 who participated in this plan The plan is funded

through cash contributions by the Company as percentage of compensation along with contributions by

employees Mandatory contributions by the employees are 6% of pensionable salary Additional voluntary

contributions are permitted but these contributions do no generate any additional match by the Company
Current Company contribution levels are as follows

Age Company Match

24 16%

34 18%

44 20%
54 22%

Contributions are based on participants annual salary Regular retirement age under the plan is

age 65 for men and 64 for women

Other Benefits

We provide our named executive officers with health welfare and other benefits that we believe are

reasonable and consistent with our overall compensation program The named executive officers

participate in variety of health and welfare and paid time-off benefits and also in the savings and

retirement plans described below all of which are designed to enable the Company to attract and retain its

workforce in competitive marketplace The named executive officers medical and dental benefits for

themselves and their dependents are provided through the Companys self-funded Health Care Plan for

employees on the same basis as other employees

We also provide each of our officers including the named executive officers life insurance benefit

equal to four times covered annual earnings capped at maximum of $1000000 Our officers may
purchase at their own expense an additional amount of life insurance equal to one to three times their

covered annual earnings capped at maximum of $500000 The combined total of life insurance that we

offer our officers is limited to $1500000 The basic life insurance benefit that we offer our other

employees is equal to two times covered annual earnings capped at maximum of $250000 Our other

employees may purchase at their own expense an additional amount of life insurance equal to one to five

times their covered annual earnings capped at $750000 The combined total of life insurance that we offer

our other employees is limited to $750000

We also provide for the continuation of base pay at the onset of illness or injury to eligible employees

who are unable to perform their assigned duties due to non-occupational personal illness or injury Pay

continuation is based on monthly base salary exclusive of non-equity incentive plan compensation or

other extraordinary pay

Redomestication Benefits

Each of our executive officers who relocates to our principal executive offices in Switzerland is

provided the following allowances and reimbursements

relocation package for such executive officer that includes among other things lump sum
relocation allowance equal to $30000 temporary housing in Switzerland for up to six months and

standard outbound services including house hunting trip tax preparation and financial

planning services home sales assistance shipment of personal effects and other relocation costs

housing allowance of 11000 to 14000 Swiss francs per month for five years
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car allowance of 1000 Swiss francs per month for five years

cost of living allowance of 15% of base pay for five years capped at maximum of $75000 per

year

reimbursement or payment of school fees for eligible dependents under age 19 and

home leave allowance equivalent to full-fare economy round-trip ticket for the employee

spouse and qualifying dependents back to their point of origin which on average equates to

approximately $21000 per year per executive and will continue for five years

The amounts presented above are expected to be reviewed on an annual basis and may be adjusted

accordingly based on market conditions In addition following the expiration of the five-year period any

or all of the foregoing allowances and reimbursements may be amended terminated modified and new

allowances and reimbursements may be added

We provide tax equalization to the executive officers on the U.S payroll so that their tax liability will

be equal to their stay at home tax liability with respect to their base salary annual bonus and incentive

plan awards Non-U.S employees may choose as an alternative to this U.S tax equalization program to

be personally responsible for Swiss taxes on their base salary annual bonus and incentive plan awards The

allowances and reimbursements outlined above are grossed up to cover Swiss taxes and social security

payments Each of the executive officers is fully reimbursed for any obligation such officer may have to pay

Swiss wealth tax

Perquisites

Each of our named executive officers may receive each year as perquisite up to $5000 in financial

planning and tax assistance Each of our named executive officers may also receive club membership

benefit We also provide tax gross up for these perquisites The amount of these perquisites that each of

our named executive officers actually received in 2009 was taxable to the executive officer in 2009 Each of

our named executive officers is eligible for Company paid annual physical exam The perquisites that

each of our named executive officers actually received in 2009 are further described and quantified as

required in the Summary Compensation Table under Executive Compensation

The Committee annually reviews the nature and amount of the perquisites provided to each of our

executive officers to ensure that such perquisites are reasonable and competitive with industry practice

Elements of Post-Termination Compensation and Benefits

Retirement Plans

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

plans

U.S Retirement Plan

The Transocean U.S Retirement Plan is tax-qua1ified defined benefit pension plan funded through

cash contributions made by the Company based on actuarial valuations and regulatory requirements The

purpose of the plan is to provide post-retirement income benefits to our U.S employees U.S citizens and

tax residents in recognition of their long-term service to the Company Employees working for the

Company in the U.S are fully vested after five continuous years of employment or upon reaching age 65

Benefits available to the named executive officers are no greater than those offered to non-executive

participants Employees earn the right to receive an unreduced benefit upon retirement at age 65 or older

or reduced benefit upon early retirement age 55 The plan was amended effective January 2009 to

eliminate the 30 year lifetime cap on credited service
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International Retirement Plan

The International Retirement Plan is nonqualified defined contribution plan for non-U.S citizen

employees who accept international assignments and have completed at least one full calendar month of

service The plan is funded through cash contributions by the Company as percentage of compensation

along with voluntary contributions by employees which are limited to 15% of the employees base pay
Current Company contribution levels are as follows

Company
Service Match

years 4.5%

years 5.0%

10 14 yearc 5.5%

15 19 years 6.0%

20 years 6.5%

Contributions are based on participants eligible compensation regular pay non-equity cash

incentive pay and special performance cash awards Participants are vested in the Companys
contributions to the plan upon completion of two years of eligible service The normal retirement age

under the plan is age 60 however participants who are age 50 or older and who are vested with two Or

more years of service may upon termination or retirement elect to receive lump sum or an annuity

based on the full cash value of the participants retirement account

Severance and Change of Control Arrangements

We believe that the competitive marketplace for executive talent and our desire to retain our

executive officers require us to provide our executive officers with severance package Each of our

executive officers only receives severance package in the event we choose to terminate the executive at

our convenience Currently all named executive officers are covered under our executive severance benefit

policy which provides for specified payments and benefits in the event of termination at our

convenience convenience-of-company termination occurs when determined by the Committee in its sole

discretion Under convenience-of-company termination in addition to compensation and benefits

accrued up to the point of termination an executive would receive each of the following

pro rata share of that years targeted non-equity incentive plan compensation as determined by

the Committee

cash severance payment equal to one year base salary

all outstanding awards granted under our LTIP would be treated under the convenience-of-

company termination provisions as provided for in the award documents and more fully described

under Potential Payments Upon Termination or Change of Control and

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

We also believe that the interests of our shareholders are served by limited executive change of

control severance policy as well as by the change of control provisions included in our Performance Award

and Cash Bonus Plan for certain executive officers who would be integral to the success of and are most

likely to be impacted by change of control An executive who receives benefits under our executive

change of control policy was not eligible to receive the severance benefit payable pursuant to the

Transocean Special Severance Plan for Shore-Based Employees which is described below An executive

officer is only eligible to receive benefits under our executive change of control severance policy if we
choose to terminate the executive officer or the executive officer resigns for good reason following the

change of control Currently Mr Brown is the only executive covered under our executive change of

control severance policy This policy provides that individuals who within 24 months after change of
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control are terminated without cause as defined in the policy or leave us for good reason as defined in

the policy will receive in addition to compensation and benefits accrued up to the point of termination

the following

pro rata share of that years target bonus as determined by the Committee

lump-sum cash severance payment equal to 2.99 times the sum of base salary and targeted award

level under the Bonus Plan for such executive

all outstanding LTIP awards will be treated under the convenience-of-company termination

provisions as provided for in the award documents and more fully described in the accompanying

Potential Payments Upon Termination or Change of Control

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

an additional payment to cover excise taxes imposed under Section 4999 of the Internal Revenue

Code on excess parachute payments or under similar state or local law if the amount of payments

and benefits subject to these taxes exceeds 110% of the safe harbor amount that would not subject

the employee to these excise taxes provided however that if the amount of payments and benefits

subject to these taxes is less than 110% of the safe harbor amount payments and benefits subject to

these taxes would be reduced or eliminated to equal the safe harbor amount

for purposes of calculating the executives benefit under the PEP the executive will be assumed to

have three additional years
of age and service credits for vesting and accrual and the executives

employment will be deemed to have continued for three years following termination at the

then-current annual base salary and target bonus and

other benefits consistent with severance practices
for non-executive employees

In connection with the Merger the Company adopted the Transocean Special Severance Plan for

Shore-Based Employees the Severance Plan to make severance benefits available to eligible affected

employees to financially assist with their transition following involuntary termination for other than cause

as defined in the Severance Plan during the severance protection period November 27 2007 through

January 31 2010 Mr Newman was eligible to receive benefits under the Severance Plan for the full plan

period and Messrs Long and Brown were eligible to receive benefits under the Severance Plan for the

period from November 28 2009 through January 31 2010 Each would have received the following in the

event of an involuntary termination under the terms of the Severance Plan

pro rata share of that years targeted
award level under the Bonus Plan for such executive as

determined by the Committee

cash severance benefit equal to two years base salary

an additional $2000 lump sum

age earnings and service credit under the PEP for the two-year severance benefit period

all outstanding awards granted under our LTIP would be treated under the convenience-of-

company termination provisions as provided for in the award documents 2009 vested options

would remain exercisable until the earlier of 60 days following the termination date and the

expiration date of those options 2008 vested options would remain exercisable through the

expiration date of those options unvested options
would be forfeited and the executive would be

entitled to pro-rata portion
of the earned CDUs

continued medical and dental coverage including dependents at the active employee rate

beginning on the termination date and continuing for two years or until the date he is eligible for

other employer coverage and
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up to $10400 in outplacement services

The Committee periodically reviews severance packages and executive change of control severance

packages offered to the executive officers of each of the companies in our peer group and has determined
that the limited executive change of control severance package described above and the benefits available

under the executive severance benefit policy are competitive with those packages In order for named
executive officer to receive the benefits described above the executive must first sign release of all claims

against us and enter into confidentiality agreement covering our trade secrets and
proprietary

information We believe that in the event of change of control it is in the best interests of our
shareholders to keep our executive officers focused on ensuring smooth transition and successful

outcome for the combined company We believe that by requiring both triggering events to occur change
of control and termination prior to our incurring these obligations those executive officers who remain
with us through change of control will be

appropriately focused while those who depart as result of

change of control will be appropriately compensated

For further information regarding our severance and change of control arrangements see Potential

Payments Upon Termination or Change of Control which begins on page P-58

Limitations on Deductibility of Non-Perfonnance Based Compensation

To the extent attributable to our U.S subsidiaries and otherwise deductible Section 162m of the

U.S Internal Revenue Code limits the tax deduction that U.S subsidiaries can take with respect to the

compensation of designated executive officers unless the compensation is performance-based

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

objective performance goals All executive officers are eligible to receive this type of award The
Committee has determined and may in the future determine to award compensation that does not qualify
under Section 162m as performance-based compensation

Stock Ownership Requirements

We believe that it is important for our executive officers to build and maintain an appropriate
minimum equity stake in the Company We believe that requiring our executive officers to maintain such

stake helps align our executive officers interests with the interests of our shareholders Our equity

ownership policy for 2009 and 2010 required that each of our executive officers prior to selling any
restricted shares awarded under our LTIP beginning with the grants made in 2003 must hold an interest in

our shares as determined below equal to the lesser of the value of all restricted shares or deferred

units as applicable granted under the LTIP beginning with the grants made in 2003 or the following

the Chief Executive Officerfive times annual base salary

the President and an Executive or Senior Vice Presidentthree times annual base salary

Vice Presidentone time annual base salary

These thresholds are regularly reviewed by the Committee and adjusted from time to time based on

industry data available to the Committee

In order to discourage our executive officers from hedging their long positions in our shares we have

policy that prohibits any of our executive officers from holding derivative instruments on our shares
other than derivative instruments issued by us such as our convertible notes

The forms of
equity ownership that can be used to satisfy the ownership requirement include any

vested or unvested shares accumulated through LTIP awards or other means and the in-the-money

portion of any vested unexercised options

P-46



For purposes of calculating the value of an executive officers interest in our shares the shares held by

that executive are valued at the greater
of the closing price of the shares on the date of grant of the

underlying security and the average share price on the first trading day of the applicable calendar year

Should the share price later decline after permitted sale whereby an executive officers share ownership

value falls below the required ownership value threshold set forth above the executive officer is then

precluded from further sales of shares granted under the LTIP until such time as the executive officer

again meets these ownership requirements Compliance with this policy by each executive officer is

reviewed by the Committee on an annual basis and the Committee may exercise its discretion in response

to any violation of this policy to limit the eligibility for or reduce the size of any future awards to the

executive officer The Committee has never found violation of this policy so the Committee has not

exercised its discretion in this regard

Conclusion

We believe our overall compensation mix and levels are appropriate and provide direct link to

enhancing shareholder value achieving our mission and business strategy and advancing the other core

principles of our compensation philosophy and objectives including attracting motivating and retaining

the key talent needed to ensure the long-term success of the Company We will continue to monitor

current trends and issues in our competitive landscape and will modify our programs where appropriate

EXECUTiVE COMPENSATION COMMITTEE REPORT

The Executive Compensation Committee of the Board of Directors has reviewed and discussed the

above Compensation Discussion and Analysis with management Based on such review and discussions

the Executive Compensation Committee recommended to the Companys Board of Directors that the

above Compensation Discussion and Analysis be included in this proxy statement

Members of the Executive Compensation Committee

John Whitmire Chairman

Martin McNamara

Edward Muller

Robert Sprague
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table provides information about the compensation of the Companys Chief Executive

Officer Chief Financial Officer and the three other most highly compensated officers as of December 31
2009 collectively referred to herein as the named executive officers for each of the last three years The

Company is not party to any employment agreements with any of our named executive officers We also

provide information about our former Chief Financial Officer who resigned from employment with the

Company effective August 31 2009

Change in

Pension

Value and

Nonqualified

Non-Equity Deferred

Stock Option Incentive Plan Compensation All Other
Name and Salary Bonus Awards1 Awards2 Compensation3 Earnings4 Compensation Total

Principal Position Year

Robert Long 2009 12126635 5700703 4030029 35441806 7204827 15208057
Former Chief 2008 1051042 3400983 3464434 918611 42416806 592217 13135971
Executive Officer 2007 9334125 6224082 2158002 12065746 532827 10575352

Ricardo Rosa 2009 4378928 1125112 795392 1842489 95111310 3493757
Senior Vice President

and Chief Financial

Officer

Steven Newman 2009 63640511 2060781 1458240 56860912 65065213 5374671
President and Chief 2008 544583 1990045 1367545 350438 41795412 5041913 4720984
Executive Officer 2007 437917 2375022 735678 8458912 2589913 3659105

Eric Brown 2009 47532514 1125112 795392 69414315 65234016 3742312
Senior Vice President 2008 417500 1348564 820537 209706 53026215 10678016 3433349
General Counsel and 2007 37500014 1419493 537611 15581315 14877916 2636696
Assistant Corporate

Secretaty

Arnaud Bobillier 2009 57132517 1125112 795392 376118 63951719 3135107
Executive Vice

President Assets

Gregoiy Cauthen 2009 356178 1500225 1060531 73724720 22471221 3878893
Former Senior Vice 2008 467292 1528655 975500 277194 28859620 2504321 3562280
President and Chief 2007 396458 1419493 616444 8812820 3093421 2551457
Financial Officer

Represents the aggregate grant date fair value during such year under accounting standards for recognition of share-based

compensation expense for restricted shares and deferred units granted pursuant to our LTIP in the specified year For

discussion of the valuation assumptions with respect to these awards please see Note 17 to our consolidated financial

statements included in our Annual Report on Form 10-K for the year ended December 31 2009

Represents the aggregate grant date fair value during such year under accounting standards for recognition of share-based

compensation expense for options to purchase our shares granted under the LTIP in the specified year For discussion of the

valuation assumptions with respect to these awards please see Note 17 to our consolidated financial statements included in our

Annual Report on Form 10-K for the year ended December 31 2009

Non-Equity Incentive Plan Compensation includes annual cash bonus incentives paid to the named executive officers based on

service during the year included in the table and awarded in the following year pursuant to our Performance Award and Cash

Bonus Plan The Performance Award and Cash Bonus Plan including the performance targets used for 2009 is described

under Compensation Discussion and AnalysisPerformance Award and Cash Bonus Plan
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There are no nonqualified deferred compensation earnings included in this column because no named executive officer

received above-market or preferential earnings on such compensation during 2009 2008 or 2007

The 2009 amount includes vacation allowance of $12663 The 2007 amount includes payment for accrued but unused

vacation to Mr Long in the amount of $49037

The 2009 amount includes change in qualified pension benefits of $153271 and non-qualified pension benefits of $3390909

The 2008 amount includes change in qualified pension benefits of $177346 and non-qualified pension benefits of $4064334

The 2007 amount includes change in qualified pension benefits of $95488 and non-qualified pension benefits of $1111086

Mr Long relocated to Switzerland in 2009 and the Company provided cost of living adjustment of $71602 automobile

allowance of $10107 housing allowance of $133095 moving allowance and expenses of $73909 and 2009 Swiss individual tax

at source payments of $386916 The 2009 amount also includes Company contributions to Mr Longs Transocean U.S

Savings Plan of $14700 interest earned due to over-deduction of 401K of $4627 the life insurance premiums paid by the

Company on his behalf the tax gross up for his perquisites of $17400 the total fees paid for his club membership the cost of

his financial planning benefit and the cost of his annual executive physical The 2009 cost of living adjustment automobile

allowance housing allowance moving allowance and 2009 Swiss individual tax at source payments described above were

converted into USD using exchange rates ranging from 1.09 to 1.13 for CHF to USD The 2008 amount includes Company

contributions to Mr Longs Transocean U.S Savings Plan of $13800 Company contributions to his Transocean U.S

Supplemental Savings Plan of $36891 the life insurance premiums paid by the Company on his behalf the cost of his financial

planning benefit the tax gross up for his perquisites of $433 the total fees paid for his club membership and the cost of his

annual executive physical The 2007 amount includes Company contributions to Mr Longs Transocean U.S Savings Plan of

$10125 Company contributions to his Transocean U.S Supplemental Savings Plan of $29672 the life insurance premiums

paid by the Company on his behalf the cost of his financial planning benefit the tax gross up for his perquisites of $441 the

total fees paid for his club membership and the cost of his annual executive physical

Includes payment for accrued but unused vacation to Mr Rosa in the amount of $37692 and vacation allowance of $5271

Mr Rosas base pay and vacation allowance were converted into USD using exchange rates ranging from 1.01 to 1.09 for CHF

to USD

Includes change in qualified pension benefits of $184248

10 Mr Rosa served in France and Switzerland in 2009 and the Company provided cost of living adjustment of $24239

exchange rate coefficient of $8009 automobile allowance of $16496 housing allowance of $145557 and relocation allowance

and expenses of $92464 The amount also includes Company contributions to Mr Rosas Transocean International Savings

Plan of $14000 Transocean Inc International Retirement Plan of $24796 and Iftansocean Management Ltd Pension Plan of

$35234 2009 Swiss individual tax at source payments of $54218 reimbursement for prior years U.S tax payments of

$234774 tax reimbursement for French tax of $57871 reimbursement of French wealth tax of $69991 the tax gross upfor his

perquisites of $171431 the life insurance premiums paid by the Company on his behalf and the cost of his annual executive

physical The cost of living adjustment automobile allowance moving allowance reimbursement of French wealth tax 2009

Swiss individual tax at source payments tax gross up and Transocean Management Ltd pension plan contribution amounts

were converted into USD using exchange rates ranging from 1.03 to 1.09 for CHF to USD and an exchange rate of 1.39 for

EUR to USD The reimbursement of French tax amount was converted into USD using an exchange rate of 1.39 for EUR to

USD

11 Includes vacation allowance of $36405

12 The 2009 amount includes change in qualified pension benefits of $66778 and non-qualified pension benefits of $501831 The

2008 amount includes change in qualified pension benefits of $60296 and non-qualified pension benefits of $357658 The 2007

amount includes change in qualified pension benefits of $16243 and non-qualified pension benefits of $68346

13 Mr Newman relocated to Switzerland in 2009 and the Company provided cost of living adjustment of $71602 automobile

allowance housing allowance of $80032 relocation allowance and expenses of $126947 and 2009 Swiss individual tax at

source payments of $187944 The 2009 amount also includes Company contributions to Mr Newmans Transocean U.S

Savings Plan of $14700 interest earned due to over-deduction of 401K of $4962 the life insurance premiums paid by the

Company on his behalf the tax gross up for his perquisites of $14357 the total fees paid for his club membership the cost of

his financial planning benefit and the cost of his annual executive physical The 2009 cost of living adjustment automobile

allowance housing allowance moving allowance and 2009 Swiss individual tax at source payments described above were

converted into USD using exchange rates ranging from 1.09 to 1.12 for CHF to USD The 2008 amount includes Company

contributions to Mr Newmans Transocean U.S Savings Plan of $10350 Company contributions to his Transocean U.S

Supplemental Savings Plan of $15431 the life insurance premiums paid by the Company on his behalf the cost of his financial

planning benefit the tax gross up for his perquisites of $338 the total fees paid for his club membership and the Cost of his

annual executive physical The 2007 amount includes Company contributions to Mr Newmans Transocean U.S Savings Plan

of $10125 Company contributions to his Transocean U.S Supplemental Savings Plan the life insurance premiums paid by the
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Company on his behalf the cost of his financial planning benefit the tax gross up for his perquisites of $71 and the total fees

paid for his club membership

14 The 2009 amount includes vacation allowance of $25325 The 2007 amount includes payment for accrued but unused

vacation to Mr Brown in the amount of $19653

15 The 2009 amount includes change in qualified pension benefits of $171438 and non-qualified pension benefits of $522705.The

2008 amount includes change in qualified pension benefits of $97799 and non-qualified pension benefits of $432463 The 2007

amount includes change in qualified pension benefits of $44578 and non-qualified pension benefits of $111235

16 Mr Brown relocated to Switzerland in 2009 and the Company provided cost of living adjustment of $64450 automobile

allowance of $10107 housing allowance of $154406 relocation allowance and expenses of $114194 and 2009 Swiss individual

tax at source payments of $278955 The 2009 amount also includes Company contributions to Mr Browns Transocean U.S

Savings Plan of $14700 the life insurance premiums paid by the Company on his behalf the tax gross up for his perquisites of

$8516 the total fees paid for his club membership and the cost of his annual executive physical The 2009 cost of
living

adjustment automobile allowance housing allowance moving allowance and 2009 Swiss individual tax at source payments
described above were converted into USD using exchange rates ranging from 1.09 to 1.13 for CHF to USD The 2008 amount

includes Company contributions to Mr Browns Transocean U.S Savings Plan Company contributions to his Transocean U.S

Supplemental Savings Plan the life insurance premiums paid by the Company on his behalf the cost of his financial planning

benefit the tax gross up for his perquisites of $21783 the total fees paid for his club membership and the cost of his annual

executive physical The 2007 amount includes Company contributions to Mr Browns Transocean U.S Savings Plan of $9964

Company contributions to his Transocean U.S Supplemental Savings Plan the life insurance premiums paid by the Company
on his behalf the cost of his financial planning benefit the tax gross up for his perquisites of $1228 the total fees paid for his

club membership and the cost of his annual executive physical Mr Brown was on assignment to the Cayman Islands for part of

2007 and the Company provided relocation expenses of $20000 housing allowance of $90367 exchange rate coefficient of

$5428 and geographic coefficient of $5577 which amounts are also included in the 2007 amount

17 Includes payment for accrued but unused vacation to Mr Bobillier in the amount of $123952 and vacation allowance of

$12532 Mr Bobilliers base pay unused vacation and vacation allowance were converted into USD using exchange rates

ranging from 1.06 to 1.09 for CHF to USD and an exchange rate of 1.39 for EUR to USD

18 The 2009 amount includes change in qualified pension benefits of $3761

19 Mr Bobillier relocated to Switzerland in 2009 and the Company provided cost of living adjustment of $57749 automobile

allowance of $10107 housing allowance of $150834 relocation allowance and expenses of $174468 and 2009 Swiss individual

tax at source payments of $123626 The 2009 amount also includes Company contributions to Mr Bobilliers French Savings

Plan of $2254 and Transocean Management Ltd Pension Plan of $85758 and the cost of his annual executive physical The

cost of
living adjustment automobile allowance moving allowance 2009 Swiss individual tax at source payments tax gross up

and Transocean Management Ltd pension plan contribution amounts were converted into USD using exchange rates ranging

from 1.06 to 1.09 for CHF to USD and an exchange rate of 1.39 for EUR to USD The reimbursement of French Savings Plan

amount was converted into USD using an exchange rate of 1.39 for EUR to USD

20 The 2009 amount includes change in qualified pension benefits of $7671 and non-qualified pension benefits of $729576 The

non-qualified pension benefits include service through June 30 2012 The present value was discounted back to August 31
2009 The 2008 amount includes change in qualified pension benefits of $51521 and non-qualified pension benefits of

$237075 The 2007 amount includes change in qualified pension benefits of $22756 and non-qualified pension benefits of

$65372

21 Mr Cauthen resigned from the Company on August 31 2009 but he has consulting agreement with the Company to perform

consulting services for the Company from September 2009 to August 31 2010 The 2009 amount includes fees for consulting

services of $178333 relocation expenses of $27176 Company contributions to Mr Cauthens Transocean U.S Savings Plan of

$13375 the life insurance premiums paid by the Company on his behalf the tax gross up for his perquisites of $909 and the

total fees paid for his club membership The 2008 amount includes Company contributions to Mr Cauthens Transocean U.S

Savings Plan Company contributions to his Transocean U.S Supplemental Savings Plan the life insurance premiums paid by

the Company on his behalf the tax gross up for his perquisites of $102 the total fees paid for his club membership and the cost

of his annual executive physical The 2007 amount includes Company contributions to Mr Cauthens Transocean U.S Savings

Plan of $9964 Company contributions to his Transocean U.S Supplemental Savings Plan the life insurance premiums paid by

the Company on his behalf the tax gross up for his perquisites of $223 the total fees paid for his club membership and the cost

of his annual executive physical
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Grants of Plan-Based Awards for Fiscal Year 2009

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

ended December 31 2009 for the named executive officers

All Other

Estimated Future Estimated Future Option Grant

Awards Exercise Date Fair
Payouts Under Payouts Under

Number of or Base Value of
Non-Equity Incentive Equity Incentive

Securities Price of Stock and
Plan Awards1 Plan Awards2

Underlying Option Option

Grant Threshold Target Maximum Threshold Target Maximum Options3 Awards Awards4

Name Date $/Sh

Robert Long 1200000 2400000

2/12/2009 154763 26.04 4030029

2/12/2009 18757 75029 131301 5700703

Ricardo Rosa 244559 489118

2/12/2009 24436 26.04 636313

2/12/2009 3702 14808 25914 900135

Steven Newman 480000 960000

2/12/2009 56000 26.04 1458240

2/12/2009 6787 27149 47511 2062781

Eric Brown 270000 540000

2/12/2009 30545 26.04 795392

2/12/2009 3702 14808 25914 1125112

Arnaud A.Y Bobillier 330197 660393

2/12/2009 30545 26.04 795392

2/12/2009 3702 14808 25914 1125112

Gregory Cauthen 267134 534267

2/12/2009 407275 26.04 1060531

2/12/2009 4936 197456 34554 1500225

This column shows the amount of cash payable to the named executive officers under our Performance Award and Cash Bonus

Plan For more information regarding our Performance Award and Cash Bonus Plan including the performance targets used

for 2009 see Compensation Discussion and AnalysisPerformance Award and Cash Bonus Plan

The February 12 2009 contingent deferred unit award is subject to three-year performance period ending on December 31

2011 The actual number of deferred units received will be determined in the first 60 days of 2012 and is contingent on our

performance in Total Shareholder Return relative to sub-group of our peer group Any earned shares will vest on

December 31 2011 For more information regarding our LTIP including the performance targets used for 2009 and the

contingent nature of the awards granted under our LTIP please read Compensation Discussion and AnalysisLong-Term

Incentive Plan

This column shows the number of time-vested stock options granted to the named executive officers under the LTIP The

options vest in one-third increments over three-year period on the anniversary of the date of grant

This column represents the grant date fair value of these awards calculated in accordance with accounting standards for

recognition of share-based payment awards

These options were forfeited in accordance with their terms upon the resignation of Mr Cauthen

As result of his resignation Mr Cauthen was only entitled to pro-rata portion of these deferred units Accordingly 15991

of these deferred units were forfeited on August 31 2009
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Outstanding Equity Awards at Fiscal Year-End 2009

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

December 31 2009 for the named executive officers

___________
Option Awards Stock Awards

Equity

Incentive

Plan

Equity Awards
Incentive Market or

Plan Payout

Equity Awards Value of

Incentive Market Number of Unearned

Plan Awards Value of Unearned Shares
Number of Number of Number of Number of Shares or Shares Units or

Securities Securities Securities Shares or Units of Units or Other

Underlying Underlying Underlying Units of Stock Other Rights

Unexercised Unexercised Unexercised Option Stock That Have Rights That Have

Options Options Unearned Exercise Option Option That Have Not That Have Not

Exercisable Unexercisable Options Price Grant Expiration Not Vested Vested1 Not Vested Vested1
Name $/Share Date Date

Robert Long 103.491 83.70 7/13/06 7/12/16

23414 46830 $144.32 7/09/08 7/08/18

154763 60.19 2/12/09 2/11/19

131992 1092877

252884 2093846

750295 6212401

Ricardo Rosa 3235 6470 $144.32 7/09/08 7/08/18

24436 60.19 2/12/09 2/11/19

13902 115092

34944 289303

118475 980932

Steven Newman 17248 83.70 7/13/06 7/12/16

17248 73.21 10/12/06 7/12/16

9242 18486 $144.32 7/09/08 7/08/18

56000 60.19 2/12/09 2/11/19

50372 417064

34263 283673

99824 826510

271495 2247937

Eric Brown 5545 11092 $144.32 7/09/08 7/08/18

30545 60.19 2/12/09 2/11/19

30102 249228

28743 237967

59894 495889

148085 1226102

Arnaud A.Y Bobillier 4929 9859 $144.32 7/09/08 7/08/18

30545 60.19 2/12/09 2/11/09

13902 115092

53244 440827

148085 1226102

Gregory Cauthen 5000 30.67 7/10/02 7/09/12

6593 $144.32 7/09/08 7/08/18

60.19 2/12/09 2/11/19 32904 272412

37545 310831

For purposes of calculating the amounts in these columns the closing price of our shares on the NYSE on December 31 2009

of $82.80 was used

Represents time-vested restricted share unit award that was granted on July 21 2007 and vests in one-third increments over

three-year period on the anniversary of the date of grant The remaining unvested portion of the award will vest on July 21

2010 Mr Cauthens 3010 restricted share units vested on August 31 2009 in connection with his resignation
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Represents time-vested restricted share retention award granted on February 12 2008 The award vests in one-third

increments over three-year period on the anniversary of the date of grant Mr Cauthens 3021 restricted shares vested on

August 31 2009 in connection with his resignation

Represents the July 2008 contingent deferred unit award which is subject to three-year performance period ending on

December 31 2010 The actual number of deferred units received will be determined in the first 60 days of 2011 and is

contingent on our performance in Total Shareholder Return relative to sub-group of our peer group Any shares earned will

vest on December 31 2010

Represents the February 12 2009 contingent deferred unit award which is subject to three-year performance period ending

on December 31 2011 The actual number of deferred units received will be determined in the first 60 days of 2012 and is

contingent on our performance in Total Shareholder Return relative to sub-group of our peer group Any shares earned will

vest on December 31 2011 For more information regarding our LTIP including the performance targets used for 2009 and the

contingent nature of the awards granted under our LTIP please read Compensation Discussion and AnalysisLong-Term

Incentive Plan

Option Exercises and Shares Vested for Fiscal Year 2009

The following table sets forth certain information with respect to the exercise of options and the

vesting of restricted shares and deferred units as applicable during 2009 for the named executive officers

Option Awards Stock Awards

Number of Shares Value Realized Number of Shares Value Realized

Acquired on on Acquired on on

Exercise Exercise Vesting Vesting

Name

Robert Long 13198 1022449

Ricardo Rosa 4704 356529

Steven Newman 6749 490761

Eric Brown 4446 317535

Arnaud A.Y Bobillier 5374 406839

Gregory Cauthen 105511 779153

Includes 6023 shares with an aggregate value of $457270 that vested on August 31 2009 in connection with Mr Cauthens

resignation from the Company

Pension Benefits for Fiscal Year 2009

We maintain the following pension plans for executive officers and other employees that provide for

post-retirement income based on age and years
of service

Transocean U.S Retirement Plan

Transocean Pension Equalization Plan

Transocean International Retirement Plan and

Transocean Management Ltd Pension Plan
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The following table and narrative disclosure set forth certain information with respect to pension
benefits payable to the named executive officers pursuant to these plans

Payments
Number Present Value During
of Years of Last

Credited Accumulated Fiscal

Service Benefit Year
Name Plan Name

Robert Long Transocean U.S Retirement Plan 31 1402830
Transocean Pension Equalization Plan 31 13346158

Ricardo Rosa Transocean International Retirement Plan 10 521592
Transocean Management Ltd Pension Plan 135310

Steven Newman Transocean U.S Retirement Plan 16 268271

Transocean Pension Equalization Plan 16 1014974

Eric Brown Transocean U.S Retirement Plan 15 587165

Transocean Pension Equalization Plan 15 1488630

Arnaud Bobillier Transocean International Plan 18707

Transocean Management Ltd Pension Plan 80539

Gregory Cauthen Transocean U.S Retirement Plan 173220

Transocean Pension Equalization Plan 1190598

Transocean US Retirement Plan

The Transocean U.S Retirement Plan is tax-qualified pension plan funded through cash

contributions made by the Company based on actuarial valuations and regulatory requirements The

purpose of the plan is to provide post-retirement income benefits to employees in recognition of their

long-term service to the Company Employees working for the Company in the U.S are fully vested after

completing five years of eligible employment Benefits available to the named executive officers are no

greater than those offered to non-executive participants Employees earn the right to receive benefit

upon retirement at the normal retirement age of 65 or upon early retirement age 55 or older The plan
was amended effective January 2009 to eliminate the 30 year lifetime cap on credited service

Credited service under the plan includes all periods of employment after June 30 1993 except for

such periods when an employee does not meet eligibility requirements under the plan

The following elements of executive compensation are included in computing the retirement benefit

base salary non-equity incentive plan compensation and special performance cash bonuses Retirement

benefits are calculated as the product of each year of an employees credited service with
maximum of 30

years of credited service times 2.00% times the final average earnings minus

the product also referred to as the Offset of each year of an employees credited service with
maximum of 30 years of credited service times 0.65% times the final average social security

earnings However the Offset cannot be greater than one-half of the
gross benefit calculated using the

lesser of the final average earnings and final average social security earnings

If the employee elects to retire between the ages of 55 and 64 the amount of benefits is reduced
actuarial reduction factors are applied to his gross benefit and his final average social security earnings
offset to allow for the fact that his benefit will start earlier than normal and will therefore be paid for

longer period of time

Messrs Long and Brown have met the eligibility requirements for early retirement under the plan
The

gross benefit is reduced 2% per year for the first five years and 6% per year for the next five years that

the early retirement date precedes the normal retirement date The offset benefit is reduced 6.67% per
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year
for the first five years

and 3.33% per year
for the next five years that the early retirement date

precedes the normal retirement date

Certain assumptions and calculation methods were used to determine the values of the pension

benefits disclosed in the Pension Benefits Table above In particular monthly accrued pension benefits

payable at age 65 were determined as of December 31 2009 The present
value of these benefits was

calculated based on assumptions used in the Companys financial statements for 2009 The key

assumptions used were

Discount rate 5.92%

Mortality Table 2010-PPA

Form of Payment Joint 50% Survivor Annuity

Compensation Base Salary Non-Equity Incentive Plan Compensation

Retirement Age 62

Transocean Pension Equalization Plan

Officers including each of the named executive officers are eligible to receive benefit from the

Companys nonqualified unfunded noncontributory Pension Equalization
Plan PEP if the level of

their compensation would otherwise cause them to exceed the Internal Revenue Code compensation

limitations imposed on the Transocean U.S Retirement Plan The purpose of this plan is to recognize an

executives service to the Company and provide supplemental post-retirement
income to those individuals

Benefits are payable upon participants
termination of employment or six months after termination in

the case of certain officers

The following forms of compensation are used to calculate the supplemental benefit base salary

non-equity incentive plan compensation and special performance cash bonuses Benefits are not earned

until the individual has five
years

of credited service with the Company Messrs Long and Brown are

currently eligible to receive early retirement benefits under the PEP The formula used to calculate the

plan benefit is the same as that which is used to calculate benefits under the Transocean U.S Retirement

Plan however earnings are not limited to the pay cap under Internal Revenue Code Section 401a17

$245000 in 2009 The accrued benefit of certain individuals as of December 31 2008 attributable to the

legacy Transocean Supplemental Retirement Plan will be calculated using the interest rate in the

Supplemental Retirement Plan which was the annual interest rate equal to the yield on new 7-12 year

AA-rated general obligation tax-exempt bond as determined by Merrill Lynch Co or its affiliates and

published in The Wall Street Journal

Certain assumptions and calculation methods were used to determine the values of the pension

benefits disclosed in the Pension Benefits Table above In particular monthly accrued pension benefits

payable at age 65 were determined as of December 31 2009 The present
value of these benefits was

calculated based on assumptions used in the Companys financial statements for 2009 The key

assumptions are
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Transocean International Retirement Plan

The Company maintains the Transocean International Retirement Plan nonqualified defined
contribution plan for its non-U.S citizen employees who

accept international assignments and have
completed at least one full calendar month of service Eligibility in the plan is based on residency outside
of the U.S Messrs Rosa and Bobillier were the only named executive officers in 2009 who have

historically
participated in this plan The plan is funded through cash contributions by the Company as percentage of
compensation along with voluntary contributions by employees which are limited to 15% of the
employees base pay Current Company contribution levels are as follows

Service

Company Match

years 4.5%

years 5.0%
10 14 years 5.5%
15 19 years 6.0%
20 years 6.5%

Contributions are based on participants compensation regular pay non-equity cash incentive payand special performance cash awards The normal retirement age under the plan is age 60 however
participants who are age 50 or older and who are vested with two or more years of service may upon
termination or retirement elect to receive lump sum or an annuity based on the full cash value of the
participants retirement account If

participant retires with less than two years of service the
participant

will only be entitled to receive benefits under the plan based on the accumulated value of his voluntary
employee contributions

Transocean Management Ltd Pension Plan

The Company maintains the Transocean Management Ltd Pension Plan nonqualified defined
contribution plan for its nOn-U.S citizen employees that relocate to Switzerland Messrs Rosa and
Bobillier were the only named executive officers in 2009 who participated in this plan The plan is funded
through cash contributions by the Company as percentage of compensation along with contributions by
employees Mandatory contributions by the employees are 6% of pensionable salary Additional voluntary
contributions are permitted but these contributions do not generate any additional match by the Company
Current Company contribution levels are as follows

Age
Company Match

24
16%

18%

20%
54

22%

Contributions are based on participants annual salary Regular retirement age under the plan is

age 65 for men and 64 for women
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Nonqualified Deferred Compensation for Fiscal Year 2009

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

deferred compensation payable to the named executive officers All nonqualified deferred compensation

plan benefits are payable in cash from the Companys general assets

Executive Registrant Aggregate Aggregate Aggregate

Contributions Contributions Earnings Withdrawals Balance at

in Last FY in Last FY1 in Last FY2 Distributions3 Last FYE4

Name

Robert Long 9199 288811

Ricardo Rosa
139 4351

Steven Newman 1123 35266

Eric Brown 1942 60.965

Arnaud A.Y Bobillier

Gregory Cauthen 39156 130984 61943

The Transocean U.S Supplemental Savings Plan was frozen as of December 31 2008 Accordingly no new participants were

added in 2009 The balances under the plan will continue to accrue interest and remain in the plan until the participant leaves

the Company

Represents earnings in 2009 on balances in the Transocean U.S Supplemental Savings Plan by Messrs Long Rosa Newman

and Brown Mr Cauthens earnings include earnings on balances in both the Transocean U.S Supplemental Savings Plan and

the Transocean Deferred Compensation Plan Mr Cauthens earnings in the Transocean Deferred Compensation Plan include

earnings through August 31 2009

Mr Cauthens earnings in the Transocean Deferred Compensation Plan were paid to Mr Cauthen in September 2009

Represents balances as of December 31 2009 in the Transocean U.S Supplemental Savings Plan Mr Cauthens balance will

be paid to Mr Cauthen on March 2010

Transocean US Supplemental Savings Plan

The named executive officers and certain other highly compensated employees as of December 31

2008 are eligible to participate
in the nonqualified unfunded Transocean U.S Supplemental Savings Plan

if the level of their base salaries would otherwise cause them to exceed the contribution limits imposed by

the Internal Revenue Code on the Transocean U.S Savings Plan Base pay is used to calculate the benefit

The Company maintains on its books an account for each participant to whom it credits the amount of

any Company matching contributions which are not paid to the Transocean U.S Savings Plan due to

limitations of the Internal Revenue Code plus earned interest This interest is credited at the end of

each calendar quarter
and is calculated as sum that is equal to the average balance for the quarter

multiplied by one-fourth of the annual prime rate for corporate
borrowers quoted by The Federal Reserve

Statistical Release at the beginning of the quarter The participants supplemental savings benefit equals

the balance recorded in his account participant receives single lump sum payment of the balance at

the time of such participants termination or six months after termination in the case of certain officers

participant may not receive distribution or make any withdrawals prior to such participants termination

On December 31 2008 the Transocean U.S Supplemental Savings Plan was frozen No further benefits

will accrue under the plan
after December 31 2008

Transocean Deferred Compensation Plan

Prior to December 31 2004 eligible employees could elect to defer compensation under the

Companys non-qualified
deferred compensation plan On December 31 2004 the plan was closed to any

additional contributions Amounts previously
deferred under the plan were credited to each participants

account and participants
could select from variety of investment indices for their accounts Participants
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may elect to receive lump sum payment or an annuity upon termination Participants may withdraw any
portion or the complete balance at any time prior to termination but any such

early withdrawals are

subject to 10% penalty Mr Cauthen was the only named executive officer in 2009 who still maintained
funds in the Deferred Compensation Plan

Potential Payments Upon Termination or Change of Control

The following tables and narrative disclosure set forth as of December 31 2009 certain information
with

respect to compensation that would be payable to the named executive officers other than
Mr Cauthen upon variety of termination or change of control scenarios Mr Long retired from the

Company effective February 28 2010 and Mr Cauthen resigned from employment with the Company
effective August 31 2009 Mr Longs departure occurred following the completion of the fiscal year As
result he is included in the

following tables as well as in an additional table reflecting the actual benefits he
received upon retirement Mr Cauthens departure occurred prior to completion of the last fiscal year As

result table reflecting the actual benefits
relating to his departure from the Company follows the tables

for the other named executive officers As of December 31 2009 the named executive officers were
eligible for various severance plans and change in control arrangements Messrs Brown and Long were
eligible for the Transocean

Special Severance Plan for Shore-Based Employees except that in the event of

change of control their benefits would be calculated under the executive change of control severance
policy Messrs Rosa and Bobillier were eligible for the executive severance benefit policy

Mr Long Mr Rosa Mr Newman Mr Brown Mr Bobillie

Involuntary Not-for-Cause

Termination

Cash Severance Payment1 2402000 484789 1202000 902000 419994
Non-Equity Incentive Plan

Compensation1 1200000 237704 480000 270000 314995
Outplacement Services1 10400 24239 10400 10400 21000
Pension Equalization Plan2 14611636 1014974 1845543
Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options3
2008 Stock Options3
2009 Contingent Deferred Unit

Award4 1901502 300233 688068 375250 375250
2008 Special Retention AwardS 283673 237967
2008 Contingent Deferred Unit

Award6 1.249.369 172638 493157 295927 263056
2007 Restricted Stock Award7 1092877 115092 417064 249228 115092

Supplemental Savings Plan8 288811 4351 35266 60965
Welfare Payment9 17169 24534 24534

Total Involuntary Not-for-Cause

Severance Potential Payments 22773764 1339047 4649136 4271814 1509387

Because the Merger constituted change of control and therefore any involuntary not-for-cause termination as of

December 31 2009 would have been treated as termination in connection with change in control for purposes of the policy
and the plans the lump sum cash severance payment represents benefits that would have been received by Messrs Long
Newman and Brown under the Transocean Special Severance Plan for Shore-Based Employees and the Performance Award
and Cash Bonus Plan Messrs Rosa and Bobillier were not eligible to participate in the Transocean Special Severance Plan for

Shore-Based Employees so their benefits are calculated under the executive severance benefit and the Performance Award and
Cash Bonus Plan
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Messrs Long and Brown are the only named executive officers who had satisfied the age at least 55 years of age and service

at least five years of credited service requirements under the PEP as of December 31 2009 and were therefore eligible
to

receive actual payments under the plan as of December 31 2009 Messrs Long and Brown each could have received their

respective PEP benefits through lump sum payment after six-month waiting period following termination The amount of

PEP benefits included in the table for Mr Newman represents the present value of those benefits which would not have been

payable as of December 31 2009 but would be payable once he reaches 55 years of age

The terms and conditions of the non-qualified option awards provide that upon an involuntary convenience of the Company

termination any unvested options terminate as of the date of termination

The 2009 Contingent Deferred Unit Award CDU is based upon the achievement of performance standard over

three-year period ending on December 31 2011 The actual number of deferred units received will be determined in the first

60 days of 2012 and is contingent on our performance in Total Shareholder Return relative to sub-group of our peer group

Upon an involuntary convenience of the Company termination the named executive officers would receive pro-rata portion

of the CDUs The pro-rata portion of the CDUs is determined by multiplying the number of CDUs which would have

otherwise been earned had the named executive officers employment not been terminated by fraction the numerator of

which is the number of calendar days he was employed during the performance cycle after the grant date and the denominator

of which is the total number of calendar days in the performance cycle after the grant date

The February 2008 Special Retention Awards are time-vested awards which vest in equal installments over three years on the

first second and third anniversaries of the date of grant February 12 2008 Upon an involuntary convenience of the

Company termination all of the restricted shares would vest

The 2008 CDU is based upon the achievement of performance standard over three-year period ending on December 31

2010 The actual number of deferred units received will be determined in the first 60 days of 2011 and is contingent on our

performance in Total Shareholder Return relative to sub-group of our peer group Upon an involuntary convenience of the

Company termination the named executive officers would receive pro-rata portion of the CDUs The pro-rata portion of the

CDUs is determined by multiplying the number of CDU5 which would have otherwise been earned had the named executive

officers employment not been terminated by fraction the numerator of which is the number of calendar days he was

employed during the performance cycle after the grant date and the denominator of which is the total number of calendar days

in the performance cycle after the grant date

Restricted shares granted in 2007 are time-vested awards which vest in equal installments over three years on the first second

and third anniversaries of the date of grant July 21 2007 Upon an involuntary convenience of the Company termination all

of the restricted shares would vest

Each named executive officers supplemental savings plan benefit is equal to the balance which includes interest recorded in

his account as of December 31 2009 Each named executive officer is eligible to receive single lump sum payment of the

balance after six-month waiting period after his termination participant may not receive distribution or make any

withdrawals prior to his termination

Each named executive officer would receive continuation of coverage under the Companys medical and dental insurance plans

for the lesser of two years or until he obtains other employment providing such benefits
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Mr Long Mr Rosa Mr Newman Mr Brown Mr Bobillier

________________________________________________ $________

II Voluntary Termination

Pension Equalization Plan 13346158 1014974 1488630
Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options

2008 Stock Options

2009 Contingent Deferred Unit

Award1 1901502 375250
2008 Special Retention Award

2008 Contingent Deferred Unit

Awardi 1249369 295927
2007 Restricted Stock Award

Supplemental Savings Plan 288811 4351 35266 60965

Total Voluntary Termination Potential

Payments 16785840 4351 1050240 2220772

The 2008 and 2009 CDU awards contain Rule of 70 provision which provides that pro-rata portion of this award will vest

upon the retirement of named executive officer who has reached the minimum age of 55 and has accumulated 70 years of

combined age and service time Messrs Long and Brown would satisfy the requirements of the Rule of so for purposes of this
award in the table above they have been treated as if they retired and were entitled to pro-rata portion of the award

Mr Long Mr Rosa Mr Newman Mr Brown Mr Bobillier

_____________________________________________ ________

III Retirement1

Non-Equity Incentive Plan

Compensation 1200000 237704 480000 270000 314995
Pension Equalization Plan2 13346158 1488630
Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options

2008 Stock Options

2009 Contingent Deferred Unit

Award3 1901502 375250
2008 Special Retention Award

2008 Contingent Deferred Unit

Award3 1249369 295927
2007 Restricted Stock Award

Supplemental Savings Plan2 288811 4351 35266 60965

Total Retirement Potential Payments 17985840 242055 515266 2490772 314995

Mr Newman had not reached at least 55 years of age as of December 31 2009 and was therefore not eligible for early
retirement or normal retirement age 65 under the PEP

Messrs Long and Brown were over 55 years of age as of December 31 2009 and were therefore
eligible for early retirement

under the PEP They would have been eligible to receive the same PEP and supplemental savings plan payments under this

III Retirement scenario as they would have received under the II Voluntary Termination scenario described above

The treatment of CDU awards upon retirement would be the same as the treatment described under II Voluntary
Termination above
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Mr Long Mr Rosa Mr Newman Mr Brown Mr Bobillier

IV Termination in Connection with

Change of Control

Cash Severance Payment1 7176000 484789 1202000 2152800 419994

Non-Equity Incentive Plan

Compensation1 1200000 237704 480000 270000 314995

Outplacement Services1 60000 24239 10400 22500 21000

Pension Equalization Plan 18189404 1203954 2668397

Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options2 3499191 552498 1266160 690622 690622

2008 Stock Options2

2009 Contingent Deferred Unit

Award3 6212401 980932 2247937 1226102 1226102

2008 Special
Retention Award2 283673 237967

2008 Contingent Deferred Unit

Award3 2093846 289303 826510 495889 440927

2007 Restricted Stock Award4 1092877 115092 417064 249228 115092

Supplemental Savings PlanS 288811 4351 35266 60965

Welfare Payment6 17110 24448 24448

Excise Tax Gross-Up1

Total Change of Control Termination

Potential Payments 39829640 2688909 7997412 8098919 3228633

This assumes change of control event as of December 31 2009 Messrs Long and Brown would receive payments under the

executive change in control benefit Messrs Rosa Newman and Bobillier would receive the same payments under this

IV Termination in Connection with Change of Control scenario that they would receive under the Involuntary

Not-for-Cause Termination

The unvested portions of the 2009 and 2008 stock options and 2008 special retention award vest immediately upon change of

control

Each named executive officer is entitled to the number of deferred units equal to the target award for the 2009 and 2008 CDUs

upon change of control

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

under the Involuntary Not-for-Cause Termination scenario described above

Each named executive officer would be
eligible

to receive the same supplemental savings plan payments as contemplated

under the Involuntary Not-for-Cause Termination scenario described above

Each named executive officer would receive continuation of coverage under the Companys medical and dental insurance plans

for the lesser of two years or until he obtains other employment providing such benefits
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Mr Long Mr Rosa

______________________________________________

Death

Non-Equity Incentive Plan

Compensation1 1200000 237704 480000 270000 314995
U.S Pension Equalization Plan 10598238 622316 1167.811

Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options2 3499191 552498 1266160 690622 690622
2008 Stock Options2
2009 Contingent Deferred Unit

Award3 1901502 300233 688068 375250 375250
2008 Special Retention Award2 283673 237967
2008 Contingent Deferred Unit

Award3 1249369 172638 493157 295927 263056
2007 Restricted Stock Award4 1092877 115092 417064 249228 115092

Supplemental Savings Plan5 288811 4351 35266 60965
Life Insurance Proceeds6 1000000 1000000 1000000

Total Death Potential Payments 20829988 1382516 5285704 4347770 1759016

Each named executive officers beneficiaiy would receive the pro rata share of the deceaseds targeted non-equity incentive

plan compensation for 2009 If the named executive officer died on December 31 2009 then this pro rata share would be equal
to 100% of such named executive officers targeted non-equity compensation for 2009

The unvested portions of the 2009 and 2008 stock options and 2008 special retention award vest immediately upon death

The beneficiary of each named executive officer is entitled to pro-rata portion of deferred units for the 2009 CDUs upon
such named executive officers death The beneficiary of each named executive officer is entitled to the number of deferred

units equal to the target award for the 2008 CDUs upon such named executive officers death

The unvested portion of the July 2007 restricted shares granted under the LTIP would vest in the same way as described under
the Involuntary Not-for-Cause Termination scenario described above

Each named executive officer would be eligible to receive the same supplemental savings plan payments as contemplated
under the Involuntary Not-for-Cause Termination scenario described above

We provide each of our named executive officers with life insurance benefit equal to four times covered annual earnings

capped at maximum of $1000000
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Mr Long Mr Rosa Mr Newman Mr Brown Mr Bobillier

$___

VI Disability

Non-Equity Incentive Plan

Compensationl 1200000 237704 480000 270000 314995

U.S Pension Equalization
Plan 13346158 1014974 1488630

Equity Incentive Plan Compensation

under our LTIP

2009 Stock Options2 3499191 552498 1266160 690622 690622

2008 Stock Options2
2009 Contingent Deferred Unit

Award3 1901502 300233 688068 375250 375250

2008 Special Retention Award2 283673 237967

2008 Contingent Deferred Unit

Award3 1249369 172638 493157 295927 263056

2007 Restricted Stock Award4 1092877 115092 417064 249228 115092

Supplemental Savings Plan1 288811 4351 35266 60965

Disability Benefits5

Total Disability Potential Payments 22577908 1382516 4678362 3668589 1759016

Each of the potential non-equity incentive plan compensation and supplemental savings plan payments under this

VI Disability scenario would be the same as contemplated under the Death scenario described above

The unvested portions of the 2009 and 2008 stock options and 2008 special retention award vest immediately upon disability

Each named executive officer is entitled to pro-rata portion of deferred units for the 2009 CDUs Each named executive

officer is entitled to the number of deferred units equal to the target award for the 2008 CDUs

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

under the Involuntary Not-for-Cause Termination scenario described above

None of our named executive officers is eligible for any disability benefits beyond those benefits that are available generally to

all of our salaried employees The standard disability
benefits that our named executive officers would receive in the event of

their disability are described under Compensation Discussion and AnalysisOther Benefits

The following table describes payments and other benefits to Mr Long in connection with his

retirement from employment with the Company effective February 28 2010

Retirement

Non-Equity Incentive Plan Compensation1

Pension Equalization Plan2 $13592587

Equity Incentive Plan Compensation under our LTIP3
2009 Stock Options

2332809

2008 Stock Options

2009 Contingent Deferred Unit Award4 3962394

2008 Contingent Deferred Unit Award4 707940

2007 Restricted Stock Award $1092877

Supplemental Savings Plan2 295104

Transfer of country club membership 14J

Pursuant to the terms of the Bonus Plan Mr Long has the opportunity to receive pro rata performance award for

the 2010 performance period The extent to which performance award shall be deemed to have been earned shall

be determined by multiplying the amount of the performance
award that would have earned had Mr Long not

retired by fraction the numerator of which is the number of full calendar months Mr Long was employed during

the performance period and the denominator of which is the total number of calendar months during the

performance period The grant of performance award is subject to achievement by the Company of certain

performance measures and the discretion of the Executive Compensation Committee Mr Longs target bonus

opportunity is 100% of his base salary at the time he retired

Estimated amount to be paid in lump sum The payment of these amounts is deferred until September 2010 to

comply with Section 409A of the Internal Revenue Code and applicable Treasury authorities
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On February 22 2010 the Executive Compensation Committee of the Board of Directors approved the acceleration
of the vesting of all stock options and time-vested restricted share awards held by Mr Long upon his retirement as
such that the awards will vest upon his retirement and be exercisable pursuant to the original terms of such awards
In addition the Executive Compensation Committee approved modification of the performance-based contingent
deferred units held by Mr Long at Retirement such that he will receive the entire amount of the units that he would
have earned over the three-year performance cycle for the units instead of pro rata portion The ultimate award
he receives will be based on his target performance award modified by the Committees determination of the
Companys relative Total Shareholder Return as that term is defined in the award performance at the conclusion
of the applicable performance cycle The amount listed is based on the closing price of the Companys shares on theNYSE on December 31 2009 which was $82.80 this amount represents the value of awards that would have been
forfeited but for the action of the Executive Compensation Committee

Based on the target 100% payout The actual number of deferred units received will be determined after the end
of the applicable performance cycle and is contingent on the Companys performance in Total Shareholder Return
relative to subgroup of the Companys peer group

The following table describes payments and other benefits to Mr Cauthen in connection with his

resignation from employment with the Company effective August 31 2009 Mr Cauthen entered into

consulting arrangement with the Company to provide services to the Company from September 2009
through August 31 2010

Voluntary Termination

Severance Payments

Salary1 N/A
Lump Sum2

Consulting Arrangement

Fees $44483.33/month 535000 In
aggregate

Supplemental waiver and release at conclusion 75000
Retirement Benefits3

Qualified Plan N/A
PEP $1190598 Lump sum

Welfare Payment4 N/A
Equity Incentive Plan Compensation under the LTIP5

Restricted Stock Awards 6031
Contingent Deferred Units6 TBD

As the termination was voluntary Mr Cauthen was not entitled to severance salary payment

Mr Cauthen was entitled to receive pro-rata portion of non-equity incentive compensation if any granted by the
Executive Compensation Committee However the Executive Compensation Committee used its discretion and set

the Bonus Plan award at $0 for all of the executive officers

Mr Cauthen has not reached retirement age and therefore is not
eligible for monthly benefit from the qualified

pension plan Mr Cauthen can elect to commence benefits from the qualified plan anytime after reaching age 55
The benefit from the PEP includes additional service through June 30 2012 The present value of the PEP benefits
was discounted back to August 31 2009

Mr Cauthen declined to enroll in retiree medical coverage

Pursuant to an agreement with the Company all of Mr Cauthens equity awards were treated as if the Company
had terminated Mr Cauthen for its convenience This amount is only the incremental benefit attributable to the

acceleration of the unvested equity awards resulting from Mr Cauthens resignation on August 31 2009
Accordingly the amount does not include the value of equity awards that vested prior to this date The value of the
accelerated equity award was determined using the average of high and low sales prices of our shares on the date of
Mr Cauthens resignation from Transocean $75.82

Mr Cauthen will receive pro-rata portion of his 2008 and 2009 CDUs determined by multiplying the number of

CDUs which would have otherwise been earned had Mr Cauthens employment not been terminated by fraction
the numerator of which is the number of calendar days that Mr Cauthen was employed during the performance
cycle and the denominator of which is the number of days remaining in the performance cycle 419 days 906 days
for the 2008 CDU award and 201 days1053 days for the 2009 CDU award The determination for the vested
awards will be made within the first 60 days of 2011 for the 2008 award and 2012 for the 2009 award and the
distribution of the vested portion of the awards will be made on March 15 2011 and 2012 respectively
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information concerning securities authorized for issuance under our

equity compensation plans as of December 31 2009

Number of securities

Weighted-average remaining available for

Number of securities to be exercise price future issuance under

issued upon exercise of of outstanding equity compensation plans

outstanding options options warrants excluding securities

warrants and rights and rights reflected in column

Plan Category

Equity compensation plans approved by

security holders1 731108 $60.07 18212134

Equity compensation plans not approved

by security holders23 ______

Total 731108 $60.07 18212134

In addition to stock options we are authorized to grant awards of restricted shares and deferred units under our Long-Term

Incentive Plan and 4745326 shares are available for future issuance pursuant to grants of restricted shares and deferred units

under this plan

Does not include 620019 shares to be issued upon the exercise of options with weighted average exercise price of $45.54 that

were granted under equity compensation plans of GlobalSantaFe Corporation assumed by us in connection with our merger

with GlobalSantaFe and the Sedco Forex Option plan assumed by us in connection with our merger
with Sedco Forex

Holding Limited and equity compensation plans of RB Falcon Corporation assumed by us in connection with our merger

with RB Falcon collectively the Assumed Plans No new awards will be granted under the Assumed Plans

Does not include any shares that may be distributed under our deferred compensation plan which has not been approved by

our shareholders Under this plan our directors could defer any fees or retainers by investing those amounts in Transocçan Inc

ordinary share equivalents or in other investments selected by the administrative committee Amounts that are invested in the

share equivalents at the time of distribution are distributed in ordinary shares After December 31 2005 no further deferrals

may be made under the plan As of the time immediately prior to the Merger our directors had purchased 30490

Transocean Inc ordinary share equivalents under this plan Each of the share equivalents was reclassified into 0.6996 share

equivalents and $33.03 cash Fractional share equivalents were paid in cash The total cash consideration was used to purchase

additional share equivalents using the closing price for Transocean Inc ordinary shares on November 27 2007 As result of

the Redomestication each Transocean Inc ordinary share equivalent was exchanged for Transocean Ltd share equivalent

For the years ended December 31 2008 and December 31 2009 our directors held 28749 share equivalentt under the plan

PROPOSAL

Appointment of Ernst Young LLP as the Companys Independent Registered Public Accounting Firm

for Fiscal Year 2009 and Reelection of Ernst Young Ltd Zurich as the Companys Auditor

Pursuant to the Swiss Code of Obligations for Further One-Year Term

Proposal

The Board of Directors proposes that Ernst Young LLP be appointed as the Companys

independent registered public accounting firm for fiscal year
2010 and Ernst Young Ltd Zurich be

reelected as the Companys auditor pursuant to the Swiss Code of Obligations for further one-year term

commencing on the day of election at the 2010 annual general meeting and terminating on the day of the

2011 annual general meeting

Representatives of Ernst Young LLP and Ernst Young Ltd will be present at the annual general

meeting will have the opportunity to make statement and will be available to respond to questions you

may ask Information regarding the fees paid by the Company to Ernst Young appears below
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Voting Requirement to Approve Proposal

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

meeting not counting abstentions or blank or invalid ballots

Recommendation

Our Board of Directors recommends vote FOR the appointment of Ernst Young LLP as the
Companys independent registered public accounting firm for the fiscal

year 2010 and the election of
Ernst Young Ltd Zurich as the Companys auditor pursuant to the Swiss Code of

Obligations for
further one-year term commencing on the day of election at the 2010 annual general meeting and
terminating on the day of the 2011 annual general meeting

FEES PAID TO ERNST YOUNG

Audit Fees for Ernst Young LLP and its affiliates for each of the fiscal years 2009 and 2008 and
Audit-Related Fees Tax Fees and Total of All Other Fees for services rendered in 2009 and 2008 are as
follows as described below

Audit-Related Total of

Audit Fees1 Fees2 Tax Fees3 All Other Fees4

Fiscal
year 2009 $5594545 $211487 $1059602 $182948

Fiscal
year 2008 $4260541 $647938 $2042012 38318

The audit fees include those associated with our annual audit reviews of our quarterly reports on Form 10-0 statutory audits
of our subsidiaries services associated with documents filed with the SEC and audit consultations

The audit related fees include services in connection with the Redomestication Transaction other accounting consultations
employee benefit plan audits and attest services related to financial reporting

Tax fees were for tax preparation tax compliance and tax advice including tax services related to our expatriate program

All other fees were for test monitoring services and certain
legislative updates and other publications and subscription services

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

The Audit Committee pre-approves all
auditing services review or attest engagements and permitted

non-audit services to be performed by our independent registered public accounting firm The Audit
Committee has considered whether the provision of services rendered in 2009 other than the audit of our
financial statements and reviews of quarterly financial statements was compatible with maintaining the

independence of Ernst Young LLP and determined that the provision of such services was compatible
with maintaining such independence

The Audit Committee has adopted policies and procedures for pre-approving all audit and non-audit
services performed by the independent registered public accounting firm The policy requires advance
approval by the audit committee of all audit and non-audit work Unless the specific service has been
previously pre-approved with respect to the 12-month period following the advance approval the Audit
Committee must approve service before the independent registered public accounting firm is engaged to
perform the service The Audit Committee has given advance approval for specified audit audit-related
and tax services for 2010 Requests for services that have received this

pre-approval are subject to specified
fee or budget restrictions as well as internal management controls
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OTHER MATTERS

Compensation Committee Interlocks and Insider Participation

The members of the Executive Compensation Committee of the Board of Directors during the last

completed fiscal year were John Whitmire Chairman Martin McNamara Edward Muller and

Robert Sprague There are no matters relating to interlocks or insider participation that we are

required to report

Section 16a Beneficial Ownership Reporting Compliance

Federal securities laws require the Companys executive officers and directors and persons who own

more than ten percent of the Companys shares to file initial reports
of ownership and reports of changes

in ownership of the Companys equity securities with the Securities and Exchange Commission Based

solely on review of such reports
furnished to the Company and written representations

that no report on

Form was required for 2009 the Company believes that no director officer or beneficial owner of more

than ten percent of the shares failed to file report on timely basis during 2009

Solicitation of Proxies

The accompanying proxy is being solicited on behalf of the Board of Directors The expenses of

preparing printing and mailing the proxy and the materials used in the solicitation will be borne by us We

have retained King Co Inc for fee of $18500 plus expenses to aid in the solicitation of proxies

Proxies may be solicited by personal interview mail telephone facsimile Internet or other means of

electronic distribution by our directors officers and employees who will not receive additional

compensation for those services Arrangements also may be made with brokerage houses and other

custodians nominees and fiduciaries for the forwarding of solicitation materials to the beneficial owners of

shares held by those persons and we will reimburse them for reasonable expenses incurred by them in

connection with the forwarding of solicitation materials

Householding

The SEC permits single set of annual reports and proxy statements to be sent to any household at

which two or more shareholders reside if they appear to be members of the same family Each shareholder

continues to receive separate proxy card This procedure referred to as householding reduces the

volume of duplicate information shareholders receive and reduces mailing and printing expenses

number of brokerage firms have instituted householding

As result if you hold your shares through broker and you reside at an address at which two or

more shareholders reside you will likely be receiving only one annual report
and proxy statement unless

any shareholder at that address has given the broker contrary
instructions However if any such beneficial

shareholder residing at such an address wishes to receive separate
annual report or proxy statement in

the future or if any such beneficial shareholder that elected to continue to receive separate
annual reports

or proxy statements wishes to receive single annual report or proxy statement in the future that

shareholder should contact their broker or send request to Investor Relations at our offices in the United

States at Greenway Plaza Houston Texas 77046 We will deliver promptly upon written or oral request

to Investor Relations separate copy of the 2009 Annual Report and this proxy statement to beneficial

stockholder at shared address to which single copy of the documents was delivered

Proposals of Shareholders

Shareholder Proposals in the Proxy Statement Rule 14a-8 under the Securities Exchange Act of 1934

addresses when company must include shareholders proposal
in its proxy statement and identify the

proposal in its form of proxy when the company holds an annual or special meeting of shareholders Under
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Rule 14a-8 in order for your proposals to be considered for inclusion in the proxy statement and proxy
card relating to our 2010 annual general meeting your proposals must be received at our principal
executive offices do Transocean Management Ltd Blandonnet International Business Center Chemin de
Blandonnet Building 7th Floor CH-1214 Vernier Switzerland by no later than December 2010
However if the date of the 2011 annual general meeting changes by more than 30 days from the
anniversary of the 2010 annual general meeting the deadline is reasonable time before we begin to print
and mail our proxy materials We will notify you of this deadline in Quarterly Report on Form 10-Q or in
another communication to you Shareholder

proposals must also be otherwise eligible for inclusion

Shareholder Proposals and Nominations for Directors to Be Presented at Meetings If you desire to
bring matter before an annual general meeting and the proposal is submitted outside the process of
Rule 14a-8 you must follow the procedures set forth in our Articles of Association Our Articles of
Association provide generally that if you desire to propose any business at an annual meeting including
the nomination of any director you must give us written notice at least 30 calendar days prior to the
anniversary date of the proxy statement in connection with Transoceans last general meeting of
shareholders provided however that if the date of the general meeting of shareholders is more than
15 days before or 30 days after the anniversary date of the last annual general meeting of shareholders
such request must instead be made by the tenth day following the date on which we have made public
disclosure of the date of the general meeting of shareholders The deadline under our Articles of
Association for submitting proposals will be March 10 2011 for the 2011 annual meeting unless it is more
than 15 days before or 30 days after May 14 2011 The

request must
specify the relevant agenda items and

motions together with evidence of the required shareholdings recorded in the share register as well as any
other information as would be

required to be included in proxy statement pursuant to the rules of theSEC

If you desire to nominate directors at an annual general meeting you must give us written notice
within the time period described in the preceding paragraph If you desire to nominate directors at an
extraordinary general meeting at which the Board of Directors has determined that directors will be
elected you must give us written notice by the close of business on the tenth day following our public
disclosure of the meeting date Notice must set forth

your name and address and the name and address of the person or persons to be nominated

representation that you are holder of record of our shares entitled to vote at the meeting or if

the record date for the meeting is subsequent to the date required for that shareholder notice
representation that you are holder of record at the time of the notice and intend to be holder of
record on the date of the meeting and in either case setting forth the class and number of shares so
held including shares held beneficially

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

description of all arrangements or understandings between you and each nominee you proposedand any other person or persons under which the nomination or nominations are to be made by
you

any other information
regarding each nominee you proposed that would be required to be included

in proxy statement filed pursuant to the proxy rules of the SEC and

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

The Board of Directors may refuse to transact any business or to acknowledge the nomination of any
person if you fail to comply with the foregoing procedures You may obtain copy of our Articles of
Association and Organizational Regulations in which these procedures are set forth upon written

request
to our Corporate Secretary Transocean Ltd do Reichlin Hess Rechtsanwàlte Hofstrasse 1ACH-6300 Zug Switzerland
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Annex

Change of the Companys Place of Incorporation in Switzerland

The Board of Directors proposes that Article of the Articles of Association be amended to read as

follows changes marked

Artikel Article

Firma Sitz Name Place of Incorporation

Unter der Firma Under the name

Transocean Ltd Transocean Ltd

die Gesellschaft the Company

besteht eine Aktiengesellschaft mit Sitz there exists
corporation with its place

in ttg Steinhausen Kanton Zug of incorporation in ttg Steinhausen

Schweiz Canton of Zug Switzerland
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Annex

Renewal of the Companys Authorized Share Capital

The Board of Directors proposes that Article paragraph of the Articles of Association be amended

to read as follows changes marked

rtikel
Article

Genehmigtes Aktienkapital
Authorized Share Capital

Der Verwaltungsrat ist ermächtigt The Board of Directors is authorized

das Aktienkapital jederzeit bis zum to increase the share capital at any time

1- Dczcmbcr 201014 Mai 2012 im until Dcccmbcr 18 2010 May 14 2012

Maximalbetrag von CHF 2514264735 by maximum amount of

durch Ausgabe von höchstens CHF 2514264735 by issuing

167617649 vollstªndig zu liberierenden maximum of 167617649 fully paid up

Aktien mit einem Nennwert von je Shares with par value of CHF 15 each

CHF 15 zu erhöhen Eine Erhöhung An increase of the share capital by

auf dem Weg einer Festübernahme means of an offering underwritten by

durch eine Bank em Bankenkonsortium financial institution syndicate
of

oder Dritte und eines anschliessenden financial institutions or another third

Angebots an die bisherigen Aktionªre party or third parties followed by an

sowie ii in Teilbeträgen ist zulässig offer to the then-existing shareholders of

the Company and ii in partial amounts

shall be permissible
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Annex

Distribution to Shareholders in the Form of Par Value Reduction

The Board of Directors submits the shareholder resolution set forth below for approval by the
Companys shareholders The definitive numbers in the

following resolution will be completed based uponthe USD amount recommended by the Board of Directors i.e USD 3.11 per share the Companys
actual registered share capital as of the date of the 2010 annual general meeting and the exchange rate
rounded down to the nearest 0.01 as determined by the Board of Directors in its discretion based on an
exchange rate prevailing approximately two business days prior to the date of the 2010 annual general
meeting hereinafter the Exchange Rate The Board of Directors will communicate the definitive
numbers prior to the date of the annual general meeting The bracketed numbers in the proposed
shareholder resolution set forth below are included for illustrative purposes only and are based on the
assumption that the Companys registered share capital as of the date of the 2010 annual general
meeting amounts to CHF 5028529470 divided into 335235298 registered shares with par value ofCHF 15 each and the Exchange Rate is CHF 1.07

per one USD
If the capital reduction is approved by shareholders at the 2010 annual general meeting in accordance

with the resolution below then in addition to the impact on the par value of previously issued issues the
par value of any share issued out of Companys conditional share capital or authorized share capital on or
after the date of the 2010 annual general meeting and prior to the last capital reduction date shall be

on the date such share is issued CHF 15 less an amount equal to the amount of one partial capital
reduction multiplied by the number of capital reduction dates on or prior to such date and reduced byan amount equal to the amount of one partial capital reduction on each capital reduction date thereafter

Shareholder Resolution

IT IS RESOLVED that based on an auditor report dated on or about the date of this annual general
meeting which was prepared by Ernst Young Ltd Zurich Switzerland the state supervised
auditing enterprise present at the 2010 annual general meeting in accordance with article 732 para of
the Swiss Code confirms that the receivables of the creditors of the Company are fully covered by
assets after

giving effect to the full
capital reduction resolved herein and is available at the 2010

annual general meeting

the registered share capital of the Company in the
aggregate amount of CHF shall be

reduced by the amount of CHF

it is acknowledged and recorded that the
report of the auditor dated as of the date of this annual

general meeting confirms that the receivables of the creditors of the Company are fully covered by
assets after giving effect to the share capital reduction described in clause above

subject to clause and below the capital reduction described in clause above shall be
accomplished as follows

by reducing the par value per registered share from CHF 15.00 to CHF in four steps i.e
from CHF 15.00 to CHF to be submitted to the commercial register in July 2010 or as soon
after such period as is

practicable from CHF to CHF to be submitted to the
commercial

register in October 2010 or as soon after such period as is practicable fromCHF to CHF to be submitted to the commercial register in January 2011 or as soon
after such period as is

practicable and from CHF to CHF to be submitted to the
commercial register in

April 2011 or as soon after such period as is practicable each such
reduction Partial Per Share Reduction

by payment of each Partial Per Share Reduction as soon as reasonably possible after the date of
such Partial Per Share Reductions

registration with the commercial register in each case to be paid
in USD converted at an exchange rate as determined by the Board of Directors in its discretion
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based on an exchange rate prevailing approximately two business days prior to date of the relevant

installment payment unless shareholder elects to receive the Partial Per Share Reduction in CHF

and

an updated report in accordance with article 732 para Swiss Code by state supervised auditing

enterprise shall be prepared in connection with and be condition to each Partial Per Share

Reduction and

the aggregate amount of the capital reduction set forth in clause and corresponding amount of

Partial Per Share Reductions shall be increased by the amount of the par value reductions with

respect to shares issued out of the Companys authorized share capital or conditional share capital on

or after the date of the 2010 annual general meeting and prior to the date on which the last Partial Per

Share Reduction is registered
in the commercial register

the Articles of Association of the Company shall be amended as follows

5.1 First partial capital reduction to be submitted for registration with the commercial register in

July 2010 or as soon after such period as is practicable provided that

the resolution to reduce the share capital was published three times in the Swiss Official Gazette of

Commerce before the first partial capital reduction and in the manner provided for by the Articles

of Association

the creditors of the Company were thereby notified that they could request
satisfaction or security

by filing their claims within two months after the date of the last of the three publications
in the

Swiss Official Gazette of Commerce described above

the two-month time period described above has expired and all creditors who have filed claims

within such period have to the extent so required been satisfied or secured and

public deed of compliance has been established

Article Article paragraph and Article paragraph not including and of the Articles of

Association shall be amended to read as of the date of registration
in the commercial register of the first

partial capital reduction as follows

Artikel Article

Aktienkapital
Share Capital

Das Aktienkapital der Gesellschaft The share capital of the Company is

betrªgt CHF CHF and is divided

eingeteilt in voll liberierte into fully paid registered

Namenaktien Jede Namenaktie hat shares Each registered share has par

einen Nennwert von CHF 15 value of CHF 1-5 each such

jede Namenaktie nachfolgend registered share hereinafter Share and

bezeichnet als Aktie bzw die Aktien collectively the Shares

Except for par value subject to adjustment as result of any capital increase out of authorized share capital prior to

the application to the commercial register
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Artikel Article

Artikel Article

Bedingtes Aktienkapital Conditional Share Capital

Das Aktienkapital kann sich durch The share capital may be increased in an

Ausgabe von hochstens amount not to exceed

volt zu liberierenden CHF through the

Aktien im Nennwert von je CHF issuance of up to
fully

urn höchstens CHF paid-up Shares with
par value of CHF

erhöhen durch im Ubrigen bleibt der per Share through
Absatz unverändert remainder of paragraph unchanged

Except for par value subject to adjustment as result of any capital increase Out of authorized share capital or

conditional share capital prior to the application to the commercial register

Assuming the proposed resolution under Proposal has been approved otherwise the expiration date would
continue to be December 18 2010

5.2 Second partial capital reduction to be submitted for registration with the commercial register in

October 2010 or as soon after such
period as is practicable provided that

the first partial capital reduction has been effected in accordance with this resolution and entered

into the commercial register

the resolution to reduce the share capital was published three times in thc Swiss Official Gazette of

Commerce before the second partial capital reduction and in the manner provided for by the

Articles of Association

the creditors were thereby notified that they could request satisfaction or security by filing their

claims within two months after the date of the last of the three publications in the Swiss Official

Gazette of Commerce described above

the two-month time period described above has expired and all creditors who have filed claims

within such period have to the extent so required been satisfied or secured

an auditor report prepared in accordance with article 732 para of the Swiss Code which report is

up-to-date at the time of the second partial capital reduction is available and confirms that the

receivables of the creditors of the Company are fully covered by assets after giving effect to the full

capital reduction and

Genehmigtes Aktienkapital

Der Verwaltungsrat ist ermächtigt

das Aktienkapital jederzeit bis zum 14

Mai 2012 im Maximalbetrag von

CHF 909.84 durch Ausgabe

von höchstens
vollständig

zu liberierenden Aktien mit einem

Nennwert von je CHF zu

erhöhen Eine Erhöhung auf dem

Weg einer Festübernahme durch eine

Bank em Bankenkonsortium oder Dritte

und eines anschliessenden Angebots an

die bisherigen Aktionäre sowie ii in

Teilbetrªgen ist zutªssig

Authorized Share Capital

The Board of Directors is authorized

to increase the share capital at any time

until May 14 2012 by maximum

amount of CHF by

issuing maximum of

fully paid up Shares with par value of

CHF each An increase of the

share
capital by means of an offering

underwritten by financial institution

syndicate of financial institutions or

another third party or third parties

followed by an offer to the
then-existing

shareholders of the Company and ii in

partial amounts shall be permissible
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public deed of compliance has been established with respect to the second partial capital

reduction

Article Article paragraph and Article paragraph not including
and of the Articles of

Association shall be amended to read as of the date of registration
in the commercial register of the second

partial capital
reduction as follows

Artikel
Article

Aktienkapital
Share Capital

Das Aktienkapital der Gesellschaft The share capital of the Company is

betrªgt CHF CHF and is divided

eingeteilt
in voll liberierte into fully paid registered

Namenaktien Jede Namenaktie hat shares Each registered
share has par

einen Nennwert von CHF jede value of CHF each such

Namenaktie nachfolgend bezeichnet als registered share hereinafter Share and

Aktie bzw die Aktien collectively
the Shares

Artikel
Article

Genehmigtes Aktienkapital
Authorized Share Capital

Der Verwaltungsrat
ist ermächtigt The Board of Directors is authorized

das Aktienkapital jederzeit bis zum 14 to increase the share capital at any time

Mai 2012 im Maxirnalbetrag von until May 14 2012 by maximum

CHF durch Ausgabe amount of CHF by

von höchstens vollstªndig issuing maximum of

zu liberierenden Aktien mit einem fully paid up Shares with par value of

Nennwert von je CHF zu CHF each An increase of the

erhöhen Eine Erhöhung auf dern share capital by means of an offering

Weg einer Festübernahme durch eine underwritten by financial institution

Bank em Bankenkonsortiurn oder Dritte syndicate
of financial institutions or

und eines anschliessenden Angebots an another third party or third parties

die bisherigen Aktionªre sowie ii in followed by an offer to the then-existing

Teilbeträgen ist zulässig
shareholders of the Company and ii in

partial amounts shall be permissible

Artikel Article

Bedingtes Aktienkapital
Conditional Share Capital

Das Aktienkapital kann sich durch The share capital may be increased in an

Ausgabe von höchstens amount not to exceed

voll zu liberierenden CHF through the

Aktien im Nennwert von je
issuance of up to fully

CHF urn höchstens paid-up Shares with par value of

CHF erhöhen durch im CHF per
Share through

Ubrigen bleibt der Absatz unverändert remainder of paragraph unchanged

Except for par value subject to adjustment as result of any capital
increase out of authorized share capital or

conditional share capital prior to the application to the commercial register

Assuming the proposed resolution under Proposal has been approved otherwise the expiration date would

continue to be December 18 2010
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5.3 Third partial capital reduction to be submitted for registration with the commercial
register in

January 2011 or as soon after such period as is practicable provided that

the first and second partial capital reduction have been effected in accordance with this resolution
and entered into the commercial register

the resolution to reduce the share capital was published three times in the Swiss Official Gazette of
Commerce before the third partial capital reduction and in the manner provided for by the Articles
of Association

the creditors were thereby notified that
they could

request satisfaction or security by filing their
claims within two months after the date of the last of the three publications in the Swiss Official
Gazette of Commerce described above

the two-month time period described above in view of the third partial reduction has expired and all

creditors who have filed claims within such
period have to the extent so required been satisfied or

secured

an auditor report prepared in accordance with article 732 para of the Swiss Code which
report is

up-to-date at the time of the third partial capital reduction is available and confirms that the
receivables of the creditors of the Company are fully covered by assets after giving effect to the full

capital reduction and

public deed of compliance has been established with respect to the third partial capital reduction

Article Article paragraph and Article paragraph not including and of the Articles of
Association shall be amended to read as of the date of registration in the commercial register of the third
partial capital reduction as follows

Artikel
Article

Aktienkapital Share Capital
Das Aktienkapital der Gesellschaft The share capital of the Company is

betragt CHF CHF and is divided
eingeteilt in voll liberierte into

fully paid registered
Namenaktien Jede Namenaktie hat shares Each registered share has par
einen Nennwert von CHF jede value of CHF each such
Namenaktie nachfolgend bezeichnet als

registered share hereinafter Share and
Aktie bzw die Aktien collectively the Shares

Except for par value subject to adjustment as result of any capital increase Out of authorized share capital orconditional share capital prior to the application to the commercial register
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Artikel
Article

GenehmigteS Aktienkapital
Authorized Share Capital

Der Verwaltungsrat ist ermªchtigt The Board of Directors is authorized

das Aktienkapital jederzeit
bis zum 14 to increase the share capital at any time

Mai 2012 im Maximalbetrag von until May 14 2012 by maximum

CHF durch Ausgabe amount of CHF 112091868259.521 by

von höchstens vollständig issuing maximum of

zu liberierenden Aktien mit einem fully paid up Shares with par value of

Nennwert von je CHF zu CHF each An increase of the

erhöhen Eine Erhöhung auf dem share capital by means of an offering

Weg einer Festübernahme durch eine underwritten by financial institution

Bank em Bankenkonsortium oder Dritte syndicate
of financial institutions or

und eines anschliessenden Angebots an another third party or third parties

die bisherigen Aktionäre sowie ii in followed by an offer to the then-existing

Teilbetrªgen ist zulässig
shareholders of the Company and ii in

partial amounts shall be permissible

Artikel
Article

Bedingtes Aktienkapital
Conditional Share Capital

Das Aktienkapital
kann sich durch The share capital may be increased in an

Ausgabe von höchstens amount not to exceed

voll zu liberierenden CHF through the

Aktien im Nennwert von je
issuance of up to fully

CHF um höchstens paid-up Shares with par value of

CHF erhöhen durch im CHF per Share through

Ubrigen bleibt der Absatz unverändert remainder of paragraph unchanged

Except for par value subject to adjustment as result of any capital Increase out of authorized share capital or

conditional share capital prior to the application to the commercial register

Assuming the proposed
resolution under Proposal has been approved otherwise the expiration date would

continue to be December 18 2010

5.4 Fourth partial capital reduction to be submitted for registration
with the commercial register in

April 2011 or as soon after such period as is practicable provided that

the first second and third partial capital reductions have been effected in accordance with this

resolution and entered into the commercial register

the resolution to reduce the share capital was published
three times in the Swiss Official Gazette of

Commerce before the fourth partial capital reduction and in the manner provided in the Articles of

Association

the creditors were thereby
notified that they could request

either satisfaction or security by filing

their claims within two months after the date of the last of the three publications
in the Swiss

Official Gazette of Commerce described above

the two-month time period described above in view of the fourth partial
reduction has expired and

all creditors who have filed claims within such period have to the extent so required been satisfied

or secured

an auditor report prepared in accordance with article 732 para
of the Swiss Code which report is

up-to-date
at the time of the fourth partial capital reduction is available and confirms that the
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receivables of the creditors of the Company are fully covered by assets after giving effect to the full
capital reduction and

public deed of compliance has been established with
respect to the fourth

partial capitalreduction

Article Article paragraph and Article paragraph not including and of the Articles ofAssociation shall be amended to read as of the date of registration in the commercial register of the fourth
partial capital reduction as follows

14
Aktienkapital Share

CapitalDas Aktienkapjta der Gesellschaft The share capital of the Company is

betragt CHF 13902138868.72 CHF and is divided
eingeteilt in voll liberierte into

fully paid registeredNamenaktien Jede Namenaktie hat shares Each registered share has pareinen Nennwert von CHF
jede value of CHF each such

Namenaktie nachfolgend bezeichnet als
registered share hereinafter Share andAktie bzw die Aktien
collectively the Shares

Artikel
Article

Genehmigtes Aktienkapital Authorized Share CapitalDer Verwaltungsrat 1st ermªchtigt The Board of Directors is authorized
das

Aktienkapital jederzeit bis zum to increase the share capital at any time
14.Mai 2012 im Maximalbetrag von until May 14 2012 by maximumCHF durch Ausgabe amount of CHF

byvon höchstens
vollstàndig issuing maximum of

zu liberierenden Aktien mit einem
fully paid up Shares with par value ofNennwert von je CHF zu CHF each An increase of theerhöhen Eine Erhöhung auf dem share capital by means of an offeringWeg einer Festübernahme durch eine underwritten by financial

institutionBank em Bankenkonsortium oder Dritte syndicate of financial institutions orund eines anschliessenden Angebots an another third
party or third

partiesdie bisherigen Aktionªre sowie ii in followed by an offer to the
then-existing

Teilbetragen ist zulässig shareholders of the Company and ii in

partial amounts shall be permissible

tikelArtil
Bedingtes Aktienkapital Conditional Share CapitalDas

Aktienkapital kann sich durch The share capital may be increased in an
Ausgabe von höchstens amount not to exceedCHF

voll zu CHF
through the

liberierenden Aktien im Nennwert von je issuance of up to
fullyCHF

urn höchstens
paid-up Shares with par value ofCHF erhöhen durch im CHF

per Share through
Ubrigen bleibt der Absatz

unveràndert remainder of paragraph unchanged
Except for par value subject to adjustment as result of any capital increase out of authorized share capital orconditional share capital prior to the application to the commercial register

Assuming the proposed resolution under
Proposal has been approved otherwise the expiration date wouldcontinue to be December 18 2010
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It is the task of the Board of Directors to execute this resolution of the 2010 annual general meeting

including but not limited to setting the record date and the payment date in relation to each partial

capital reduction payment and to file the required applications
with the Commercial Register of the

Canton of Zug Switzerland article 716a para point in conjunction
with art 734 of the Swiss

Code In the event that an auditor report prepared in accordance with article 732 para of the Swiss

Code for the second third or fourth partial capital reductions does not confirm that the receivables of

the creditors of the Company are fully covered by assets after giving effect to the full capital reduction

or creditors of the Company have requested satisfaction of or security for their claims and such claims

have not been satisfied or secured to the extent so required any subsequent partial capital reduction

may not be effected
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Annex

Aktienbuch Rechtsausubung

Eintragungsbeschrankungen Nominees

Die Gesellschaft oder von ihr beauftragte

Dritte fiihren em Aktienbuch Darin werden
die Eigentumer und Nutzniesser der Aktien

sowie Nominees mit Namen und Vornamen

Wohnort Adresse und Staatsangehorigkeit

bei juristischen Personen mit Firma und

Sitz eingetragen Die Gesellschaft oder der

von ihr mit der
Aktienbuchfuhrung

beauftragte Dritte ist berechtigt bei

Eintragung im Aktienbuch von der

antragstellenden Person einen angemessen
Nachweis seiner Berechtigung an den Aktien

zu verlangen Andert eine im Aktienbuch

eingetragene Person ihre Adresse so hat sie

dies dem Aktienbuchführer mitzuteilen

Solange dies nicht geschehen ist gelten alle

brieflichen Mitteilungen der Gesellschaft an

die im Aktienbuch eingetragenen Personen

als
rechtsgültig an die bisher im Aktienbuch

eingetragene Adresse
erfolgt

Article

Share Register Exercise of Rights

Restrictions on Registration Nominees

The Company shall maintain itself or

through third
party share register that

lists the surname first name address and

citizenship in the case of legal entities the

company name and company seat of the

holders and usufructuaries of the Shares as

well as the nominees The Company or the

third party maintaining the share register on

behalf of the Company shall be entitled to

request at the time of the
entry into the share

register from the Person requesting such

entry appropriate evidence of that Persons

title to the Shares Person recorded in the

share register shall notify the share registrar

of any change in address Until such

notification shall have occurred all written

communication from the Company to persons
of record shall be deemed to have

validly

been made if sent to the address recorded in

the share register

Article

Shp1. Crtifcdt Form of Shares

JThe Company may issue Shares in the

form of individual
certificates global

certificates or uncertificated securities

Subject to applicable law the Company may
convert the Shares from one form into

another form at any time and without the

pproval of the shareholders The Company
shall bear all cost associated with any such

conversion

f1---A shareholder may has no right to

Jest conversion of the Shares from one
form into another form Each shareholder

yhowever at any time request aita

written attestation of the number of Shares

held by it as reflected in the share register

TheshpIeholdr is not entitled he.er to

Amendments to the Articles of Association to Reflect The Swiss Federal Act on Intermediated Securities

The Board of Directors proposes that Article paragraph and Article of the Articles of
Association be amended to read as follows changes markedkelJ

Artikel

Akticn.rtifikpte Form der Aktien

Die Gesellschaft gibt Aktien in Form von

Einzelurkunden Globalurkundenoijer

Wertrechten aus Der Gesellschaft steht esim
Rahmen der gesetzlichen Vorgaben frei ihre

in einer dieser Formen ausgegebenen Aktien

jederzeit und ohne Zustimmung der

Aktionªre in eine andere Form umzuwandeln
Die Gesellschaft trªgt die Kosten die bei

einer soichen Umwandlung anfallen

-Ein Aktionªr kann von dcr

Jcsclhchaft j.dLrit-rthc hat keinen

pruch auf Umwandlung von in

bestimmter Form ausgegebenen Aktien in

eine andere Form Jeder Aktionªr kann

jch jederzeit die Ausstellung einer

Bescheinigung über die von ihm gchalteiien

2kktien verlaneen D.r Aktionr hat j..deh regnest tnat c..itttiat.s repr.senti11g the
kein.n An1ueh den Dnk und die Shares bc punted and dJicicd
Auslkrung on Aktien.rtifikaten LU

gpss Aktienbuch gehaltenen Namenaktien

verlangen
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U..6L11shatt Kann JeOcitCit

Zrtifikatc fur Aktin dt cckcn und ausliefern

und mit Zu.tiiniiiung des AktKnärs

ausgcgcbeiic Urkuiidcn di bci ihr

eingelicfert wcrden ersattlun aiinullierenc

Nieht-vci urkundcte Aktien nd die damit

yerbundcnen Rcchtc kOnnen nur durch

schriftliehe Zesioii ubcrtrag..n wcrden Line

sulehc Zcion bedarf tur Wirksamkeit

gcgenubcr der Gc.cllschaft der Aittcige an

die GcselLcliaft Wcrdcn nicht-vei urkundete

Aktien Werden Bucheffekten im Auftrag der

Gesellschaft oder des Aktionªrs von einer

Verwahrungsstelle einem Registrar Transfer

Agenten einer Trust Gesellschaft Bank oder

einer iihnlichen Gesellschaft verwaltet der

Tran3fer Agent die Verwahrungsstelle so

setzt Wirksamkeit gegenüber der Gesellschaft

voraus dass diese Aktien Bucheffekten und

die damit verbundenen Rechte mit unter

Mitwirkung des Tranje1 Agenten der

Verwahrungsstelle übertragen oder daran

Sicherheiten besteilt werden

Werden nieht-iei urkundetc Aktien

tugunstcn %un jemand anderem al dem

Transfer Agcnten vc1fändet ist zur

.J Lii Li5fli.ILmt_ tic rtiitcig- ii

ci jut Lid lit-li

Für den Fall dass die Gesellschaft

beschliesst Aktienzertifikate zu drucken und

auszugeben müssen die Aktienzertifikate die

Unterschrift von zwei zeichnungsberechtigten

Personen tragen Mindestens eine dieser

Personen muss em Mitglied des

Verwaltungsrates sein Faksimile

Unterschriften sind erlaubt

tjic

Aktic erkörpern

jcciciii
i-alt

Ilic Loitipany iiiay
aL

aiiy uiiic piiiit

dclivcr ccrtifieatcj fur tim Sharcs and may

with th cunscnt of the sharcholdcr cancel

issud ccrtificate that are deliyred to it

without replacement

Unecrtificatcd Sharc and the

appurtenant ight assueiatcd thercwith may

be tranfciicd only atitteti assigiimcnt For

thc asigniiicnt tu valid against the

Company n0tifieatiun to thc Comupauy shall

bc re4uired If unecrtificated Shares If

intermediated securities are administered on

behalf of the Company or shareholder by

an intermediary registrar transfer agent

trust company bank or similar entity the

Transfvm Agcmit such Shares Intermediary

any transfer or grant of security interest in

such intermediated securities and the

appurtenant rights associated therewith in

order for such transfer or grant
of security

interest to be valid against the Company may

be tranfe1icd only with requires the

cooperation of the Tr4nsfcr Agent

Intermediary

If uneertificatcd Share are pledged in

favur of any person
other than the Transfer

Agent notification to uch Tranfer Agent

hall be rcquired fur th pldge tobe

cffeetive Intermediary

45-If the Company decides to print and

deliver share certificates the share certificates

shall bear the signatures of two duly

authorized signatories of the Company at

least one of which shall be member of the

Board of Directors These signatures may be

facsimile signatures

It
-i r.i immay

Lii aiij

shate certificates representing moi

Shmt
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Forward-Looking Information

The statements included in this annual report regarding future financial performance and results of operations and other

statements that are not historical facts are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934

Forward-looking statements in this annual report include but are not limited to
statements about the following subjects

the offshore
drilling market including supply and demand utilization rates dayrates customer

drilling programs commodity prices

stacking of rigs reactivation of rigs effects of new rigs on the market and effects of declines in commodity prices and the downturn in the

global economy or market outlook for our various geographical operating sectors and classes of rigs

customer contracts including contract backlog contract commencements contract extensions contract terminations contract option

exercises contract revenues contract awards and rig mobilizations

newbuild upgrade shipyard and other capital projects including completion delivery and commencement of operation dates expected
downtime and lost revenue the level of expected capital expenditures and the timing and cost of completion of capital projects

liquidity
and adequacy of cash flow for our obligations including our ability and the expected timing to access certain investments in

highly liquid instruments

our results of operations and cash flow from operations including revenues and expenses
uses of excess cash including

the payment of dividends and other
distributions debt retirement and share repurchases under our share

repurchase program

the timing of acquisitions and dispositions and the proceeds of dispositions

tax matters including our effective tax rate changes in tax laws treaties and regulations tax assessments and liabilities for tax issues

including those associated with our activities in Brazil Norway and the United States U.S
the

listing of our shares on the SIX Swiss Exchange SIX
legal and regulatory matters including results and effects of

legal proceedings and governmental audits and assessments outcomes and
effects of internal and governmental investigations customs and environmental matters

insurance matters including adequacy of insurance insurance proceeds and cash investments of our wholly owned captive insurance

company

debt levels including impacts of the financial and economic downturn
effects of accounting changes and adoption of accounting policies and

investments in recruitment retention and personnel development initiatives pension plan and other postretirement benefit plan

contributions the timing of severance payments and benefit payments

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

anticipates estimates may projects

believes expects might scheduled

budgets forecasts plans should
could intends predicts

Such statements are subject to numerous risks uncertainties and assumptions including but not limited to

those described under Item 1A Risk Factors

the adequacy of sources of liquidity

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

the cancellation of contracts currently included in our reported contract backlog

the effect and results of litigation tax audits and contingencies and

other factors discussed in this annual report and in our other
filings with the U.S Securities and Exchange Commission SEC which

are available free of charge on the SEC website at www.sec.qov

The foregoing risks and uncertainties are beyond our
ability

to control and in many cases we cannot predict the risks and

uncertainties that could cause our actual results to differ materially from those indicated by the forward-looking statements Should one or

more of these risks or uncertainties materialize or should underlying assumptions prove incorrect actual results may vary materially from
those indicated

All subsequent written and oral forward-looking statements attributable to us or to persons acting on our behalf are expressly

qualified in their entirety by reference to these risks and uncertainties You should not place undue reliance on forward-looking statements
Each forward-looking statement speaks only as of the date of the particular statement and we undertake no obligation to publicly update
or revise

any forward-looking statements except as required by law
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PART

ITEM Business

Overview

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or our is leading international provider of offshore contract drilling
services for oil and gas

wells As of

February 2010 we owned had partial ownership interests in or operated 138 mobile offshore drilling
units As of this date our fleet

consisted of 44 High-Specification Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and drillships

26 Midwater Floaters 10 High-Specification Jackups 55 Standard Jackups and three Other Rigs In addition we had five Ultra-Deepwater

Floaters under construction

We believe our mobile offshore drilling fleet is one of the most modern and versatile fleets in the world Our primary business is

to contract our drilling rigs related equipment and work crews predominantly on dayrate basis to drill oil and gas wells We specialize in

technically demanding segments of the offshore drilling
business with particular focus on deepwater and harsh environment drilling

services We also provide oil and gas drilling management services on either dayrate basis or completed-project fixed-price or

turnkey basis as well as drilling engineering and drilling project management services and we participate in oil and gas exploration
and

production activities

Transocean Ltd is Swiss corporation
with principal executive offices located at Blandonnet International Business Center

Chemin de Blandonnet Building 7th Floor 1214 Vernier Switzerland Our telephone number at that address is 41 22930-9000 Our

shares are listed on the New York Stock Exchange NYSE under the symbol RIG On February 16 2010 we announced our intention

to list our shares on the SIX in the second quarter of 2010 subject to the approval of the SIX Our shares will continue to be listed on the

NYSE For information about the revenues operating income assets and other information related to our business our segments and the

geographic areas in which we operate see Item Managements Discussion and Analysis of Financial Condition and Results of

Operations and Notes to Consolidated Financial StatementsNote 23Segments Geographical Analysis and Major Customers

Background

In November 2007 we completed our merger
transaction the Merger with GlobalSantaFe Corporation GlobalSantaFe

Immediately prior to the effective time of the Merger each of Transocean Inc.s outstanding ordinary shares was reclassified by way of

scheme of arrangement under Cayman Islands law into 0.6996 Transocean Inc ordinary shares and $33.03 in cash the

Reclassification and together with the Merger the GSF Transactions At the effective time of the Merger each outstanding ordinary

share of GlobalSantaFe the GlobalSantaFe Ordinary Shares was exchanged for 0.4757 Transocean Inc ordinary shares after

giving effect to the Reclassification and $22.46 in cash Transocean Inc issued approximately 107752000 of its ordinary shares in

connection with the Merger and distributed $14.9 billion in cash in connection with the GSF Transactions Transocean Inc funded the

payment of the cash consideration for the GSF Transactions with $15.0 billion of borrowings under $15.0 billion one-year senior

unsecured bridge loan facility the Bridge Loan Facility and has since refinanced or repaid those borrowings and terminated the Bridge

Loan Facility We included the financial results of GlobalSantaFe in our consolidated financial statements beginning November 27 2007

the date the GlobalSantaFe Ordinary Shares were exchanged for Transocean Inc ordinary shares

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among

Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized

under the laws of the Cayman Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Cayman Islands law with Transocean Cayman Ltd with Transocean Inc as the surviving

company and as result wholly owned subsidiary of Transocean Ltd the Redomestication Transaction In the Redomestication

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

Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to satisfy Transocean Ltd.s obligations to deliver shares

in connection with awards granted under our incentive plans or other rights to acquire shares of Transocean Ltd The Redomestication

Transaction effectively changed the place of incorporation of our parent holding company from the Cayman Islands to Switzerland As

result of the Redomestication Transaction Transocean Inc became direct wholly owned subsidiary of Transocean Ltd In connection

with the Redomestication Transaction we relocated our principal executive offices to Vernier Switzerland We refer to the

Redomestication Transaction and the relocation of our principal executive offices together as the Redomestication
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Drilling Fleet

We principally operate three types of
drilling rigs

driliships

semisubmersibles and

jackups

Also included in our fleet are barge drilling rigs and coring drillship

Most of our drilling equipment is suitable for both exploration and
development drilling and we normally engage in both types of

drilling activity Likewise most of our
drilling rigs are mobile and can be moved to new locations in response to customer demand All of

our mobile offshore
drilling units are designed for operations away from port for extended periods of time and most have

living quarters for
the crews helicopter landing deck and storage space for pipe and

drilling supplies

We categorize our fleet as follows High-Specification Floaters consisting of our Ultra-Deepwater Floaters Deepwater
Floaters and Harsh Environment Floaters Midwater Floaters High-Specification Jackups Standard Jackups and

Other Rigs As of February 2010 our fleet of 138 rigs excluding rigs under construction included

44 High-Specification Floaters which are comprised of

23 Ultra-Deepwater Floaters

16 Deepwater Floaters and

five Harsh Environment Floaters

26 Midwater Floaters

10 High-Specification Jackups

55 Standard Jackups and

three Other Rigs which are comprised of

two barge drilling rigs and

one coring drillship

As of February 2010 our fleet was located in the Far East 25 units U.K North Sea 16 units Middle East 16 units U.S
Gulf of Mexico 15 units West African countries other than Nigeria and Angola 14 units India 12 units Brazil 10 units Nigeriaseven units Angola six units Norway five units the Mediterranean four units Trinidad two units Australia two units Canada
two units the Netherlands one unit and the Casp4an Sea one unit

High-Specification Floaters are specialized offshore
drilling

units that we categorize into three sub-classifications based on their
capabilities Ultra-Deepwater Floaters have high-pressure mud pumps and water depth capability of 7500 feet or greater Deepwater
Floaters are generally those other semisubmersible

rigs and
drillships that have water depth capacity between 7500 and 4500 feet

Harsh Environment Floaters have water depth capacity between 5000 and 1500 feet are capable of
drilling

in harsh environments and
have greater displacement resulting in larger variable load capacity more useable deck space and better motion characteristics
Midwater Floaters are generally comprised of those non-high-specification semisubmersibles with water depth capacity of less than
4500 feet High-Specification Jackups consist of our harsh environment and high-performance jackups and Standard Jackups consist of
our remaining jackup fleet Other Rigs consist of

rigs
that are of different type or use than those mentioned above

Drillships are generally self-propelled shaped like conventional ships and are the most mobile of the major rig types All of our
high-specification drillships are dynamically positioned which allows them to maintain position without anchors through the use of their
onboard propulsion and station-keeping systems Drillships typically have greater load capacity than early generation semisubmersible
rigs This enables them to carry more supplies on board which often makes them better suited for

drilling in remote locations where
resupply is more difficult However

drillships are typically limited to calmer water conditions than those in which semisubmersibles can
operate Our five existing Enhanced Enterprise-class and Enterprise-class drillships are and four of our five additional newbuild drillships
contracted for or under construction will be equipped with our patented dual-activity technology Dual-activity technology includes
structures equipment and techniques for using two

drilling stations within single derrick to perform drilling tasks Dual-activity technology
allows our rigs to perform simultaneous

drilling tasks in parallel rather than sequential manner Dual-activity technology reduces critical

path activity and improves efficiency in both exploration and development drilling

Semisubmersibles are floating vessels that can be submerged by means of water ballast system such that the lower hulls are
below the water surface during drilling operations These rigs are capable of maintaining their position over the well through the use of an
anchoring system or computer controlled dynamic positioning thruster system Some semisubmersible rigs are self-propelled and move
between locations under their own power when afloat on pontoons although most are relocated with the assistance of tugs Typically
semisubmersibles are better suited than drillships for operations in rougher water conditions Our three Express-class semisubmersibles
are designed for mild environments and are equipped with the unique tn-act derrick which was designed to reduce overall well
construction costs The tn-act derrick allows offline tubular and riser handling operations to occur at two sides of the derrick while the
center portion of the derrick is being used for normal

drilling operations through the rotary table Our three Development Driller-class
semisubmersibles are equipped with our patented dual-activity technology
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Jackup rigs are mobile self-elevating drilling platforms equipped with legs that can be lowered to the ocean floor until

foundation is established to support the drilling platform Once foundation is established the drilling platform is then jacked further up the

legs so that the platform is above the highest expected waves These rigs are generally
suited for water depths of 400 feet or less

We classify certain of our jackup rigs as High-Specification Jackups These rigs
have greater operational capabilities than

Standard Jackups and are able to operate in harsh environments have higher capacity derricks drawworks mud systems and storage

and are typically capable of drilling to deeper depths Typically these jackups also have deeper water depth capacity than Standard

Jackups

Depending on market conditions we may idle or stack non-contracted rigs An idle rig
is between contracts readily available for

operations and operating costs are typically at or near normal levels stacked rig
is manned by reduced crew or unmanned and

typically has reduced operating costs and is preparing for an extended period of inactivity expected to continue to be inactive for an

extended period or completing period of extended inactivity Some idle rigs and all stacked rigs require additional costs to return to

service The actual cost which could fluctuate over time depends upon various factors including the availability
and cost of shipyard

facilities cost of equipment and materials and the extent of repairs and maintenance that may ultimately be required Under certain

circumstances the cost could be significant We consider these factors together with market conditions length of contract and dayrate

and other contract terms when deciding whether to return stacked rig
to service We may consider marketing stacked rigs

as

accommodation units or for other alternative uses from time to time until drilling activity
increases and we obtain drilling contracts for

these units

As of February 2010 we owned all of the drilling rigs
in our fleet noted in the tables below except for the following those

specifically described as being owned wholly or in part by unaffihiated parties GSF Explorer which is subject to capital lease through

July 2026 GSF Jack Ryan which is subject to fully
defeased capital lease through November 2020 and Petrobras 10000 which is

subject to capital lease through August 2029

In the tables presented below the location of each rig indicates the current drilling
location for operating rigs or the next

operating location for rigs in shipyards with follow-on contract unless otherwise noted In addition to the
rigs presented below we also

own or operate three Other Rigs including two drilling barges and coring driliship

Rigs Under Construction

The following table provides certain information regarding our Ultra-Deepwater Floaters under construction as of February

2010

Water Drilling

depth depth

Expected capacity capacity Contracted

completion in feet ffn feet location

Ultra-Deepwater Floaters

Discoverer Inspiration
HSD 102010 12000 40000 US Gulf

Deepwater Champion
HSD 102011 12000 40000 To be advised

Dhirubhai Deepwater KG2 HSD 102010 10000 35000 tndia

Discoverer India
HSD 402010 10000 40000 India

DiscovererLuanda
HSD 30 2010 7500 40000 Angola

HSD means high-specification drillship

Dynamically positioned

Dual-activity

Owned through our 50 percent interest in Transocean Pacific Drilling Inc

Owned through our 65 percent interest in Angola Deepwater Drilling Company Limited
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High-Specification Floaters 44
The following table provides certain information regarding our High-Specification Floaters as of February 2010

Year Water
Drilling

entered depth depth

service capacity capacity
Name pqded in feet fin feet Location

Ultra-Deepwater Floaters 23
Discoverer Clear Leader HSD 2009 12000 40000 U.S Gulf
Discoverer Americas HSD 2009 12000 40000 U.S Gulf
Petrobras 10000 HSD 2009 12000 37500 AngolaDhirubhai Deepwater KG1 HSD 2009 12000 35000 India
Discoverer Deep Seas HSD 2001 10000 35000 U.S Gulf
Discoverer Enterprise HSD 1999 10000 35.000 U.S Gulf
Discoverer

Spirit HSD 2000 10000 35000 U.S GulfGSF CR Luigs HSD 2000 10000 35000 U.S Gulf

GSFJackRyanb HSD 2000 10000 35000 NigØna
Deepwater Discovery HSD 2000 10000 30000 Brazil

Deepwater Expedition HSD 1999 10000 30000 India

Deepwater Frontier HSD 1999 10000 30000 India

Deepwater Horizon HSS 2001 10000 30000 U.S Gulf
Deepwater Millennium HSD 1999 10000 30000 Brazil

Deepwater Pathfinder HSD 1998 10000 30000 Ivory Coast

Cajun Express HSS 2001 8500 35000 U.S Gulf
Deepwater Nautilus HSS 2000 8000 30000 U.S Gulf
GSF Explorer HSD 1972/1 998 7800 30000 SingaporeGSF Development Driller 1b HSS 2005 7500 37500 U.S Gulf
GSF Development Driller

II HSS 2005 7500 37500 U.S Gulf

Development Driller Ill HSS 2009 7500 37500 U.S Gulf
Sedco Energy HSS 2001 7500 35000 Nigeria
Sedco Express HSS 2001 7500 35000 Angola

Deepwater Floaters 16
Deepwater Navigator HSD 197 1/2000 7200 25000 Brazil

Discoverer 534 HSD 1975/1 991 7000 25000 India
Discoverer Seven Seas HSD 1976/1997 7000 25000 India
Transocean Marianas HSS 1979/1998 7000 25000 U.S Gulf
Sedco 702 HSS 1973/2007 6500 25000 Ghana
Sedco 706 HSS 1976/2008 6500 25000 Brazil
Sedco 707 HSS 1976/1 997 6500 25000 Brazil

GSF Celtic Sea HSS 1982/1 998 5750 25000 Brazil
Jack Batesg HSS 1986/1997 5400 30000 Australia
M.G Hulme Jr HSS 1983/1 996 5000 25000 Singapore
Sedco 709 HSS 1977/1 999 5000 25000 Stacked
Transocean Richardson HSS 1988 5000 25000 Angola
Jim Cunningham HSS 1982/1995 4600 25000 Angola
Sedco 710 HSS 1983/2001 4500 25000 Brazil

Sovereign Explorer HSS 1984 4500 25000 Brazil

Transocean Rather HSS 1988 4500 25000 Idle

Harsh Environment Floaters

Henry Goodrich HSS 1985/2007 5000 30000 Canada
Transocean Leader HSS 1987/1 997 4500 25000 Norwegian Sea
Paul Loyd Jr HSS 1990 2000 25000 U.K Sea
Transocean Arctic HSS 1986 1650 25000 Norwegian Sea
Polar Pioneer

HSS 1985 1500 25000 Norwegian Sea

HSD means high-specification drillship

HSS means high-specification semisubmersible

Dates shown are the
original service date and the date of the most recent upgrade if any

Dynamically positioned

Dual-activity

Enhanced
Enterprise-class or

Enterprise-class rig

Owned
through our 50 percent interest in Transocean Pacific

Drilling Inc

Express-class rig

Moored floaters
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Midwater Floaters 26
The following table provides certain information regarding our Midwater Floaters as of February 2010

Year Water Drilling

entered depth depth

service capacity capacity

Name IYP upgraded al in feet in feet Location

Sedco 700
OS 1973/1 997 3600 25000 Stacked

Transocean Amirante
OS 1978/1 997 3500 25000 U.S Gulf

Transocean Legend
OS 1983 3500 25000 Australia

GSF Arctic
OS 1983/1 996 3400 25000 Brazil

Kirk Rhein Jr
OS 1976/1 997 3300 25000 Stacked

Transocean Driller
OS 1991 3000 25000 Brazil

GSF Rig 13S
05 1983 2800 25000 Congo

Falcon 100
OS 1974/1 999 2400 25000 Brazil

6SF Rig 140
Os 1983 2400 25000 Equatorial Guinea

GSF Aleutian Key
05 1976/2001 2300 25000 Stacked

Sedco 703
OS 1973/1 995 2000 25000 Stacked

GSF Arctic Ill

05 1984 1800 25000 Stacked

Sedco7l1
OS 1982 1800 25000 U.K Sea

Transocean John Shaw
OS 1982 1800 25000 U.K Sea

Sedco 712
OS 1983 1600 25000 Stacked

Sedco7l4
OS 1983/1997 1600 25000 U.K.N.Sea

Actinia
OS 1982 1500 25000 Myanmar

GSF Arctic IV
OS 1983/1999 1500 25000 U.K North Sea

GSFGrandBànks 05 1984 1500 25000 EastCanada

Sedco 601
OS 1983 1500 25000 Malaysia

Sedneth 701
OS 1972/1993 1500 25000 Angola

Transocean Prospect
05 1983/1992 1500 25000 U.K Sea

Transocean Searcher OS 1983/1988 1500 25000 Norwegian Sea

Transocean Winner
OS 1983 1500 25000 Norwegian Sea

J.W.McLean
OS 1974/1996 1250 25000 U.K Sea

Sedco 704
05 1974/1993 1000 25000 U.K N.Sea

OS means other semisubmersible

Dates shown are the original
service date and the date of the most recent upgrade if any

Owned by AWILCO Arctic IV Limited and operated by us under short-term bareboat charter between us and AWILCO Arctic IV Limited

High-Specification Jackups 10

The following table provides certain information regarding our High-Specification Jackups as of February 2010

Year Water Drilling

entered depth depth

service capacity capacity

Nn upgraded al feet in feet Location

GSF Constellation
2003 400 30000 Trinidad

GSF Constellation II

2004 400 30000 Egypt

GSF Galaxy
199 1/2001 400 30000 U.K Sea

GSF Galaxy II

1998 400 30000 U.K Sea

GSF Galaxy III

1999 400 30000 U.K Sea

GSF Baltic
1983 375 25000 Nigeria

GSF Magellan
1992 350 30000 Stacked

GSF Monarch
1986 350 30000 U.K Sea

GSF Monitor
1989 350 30000 Stacked

Tndent 20
2000 350 25000 Caspian Sea

Dates shown are the original
service date and the date of the most recent upgrades if any
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Standard Jackups 55
The following table provides certain information regarding our Standard Jackups as of February 2010

Year Water
Drilling

entered depth depth

service capacity capacityName
upgraded in feet in feet Location

Trident IX
1982 400 21000 Idle

GSF Adriatic II

1981 350 25000 Stacked
GSF Adriatic IX

1981 350 25000 NigeriaGSF Adriatic
1982 350 30000 EgyptGSF Key Manhattan
1980 350 25000 Idle

GSF Key Singapore 1982 350 25000 EgyptGSF Adriatic VI
1981 328 25000 Stacked

GSF Adriatic VIII
1983 328 25000

NigeriaThornton
1974 300 25000 India

Stewart
1980 300 25000 Italy

McClintock
1975 300 25000 India

George Galloway 1984 300 25000 Stacked
GSFAdrjaticl

1981 300 25000 Stacked
GSFAdriatjcv

1979 300 25000 Stacked
GSF Adriatic XI

1983 300 25000 StackedGSF Compact Driller
1992 300 25000 Thailand

GSF Galveston Key 1978 300 25000 Vietnam
GSF Key Gibraltar

1976/1 996 300 25000 StackedGSF Key Hawaii
1982 300 25000 StackedGSF Labrador
1983 300 25000 U.K Sea

GSF Main Pass
1982 300 25000 Arabian GulfGSF Main Pass IV
1982 300 25000 Arabian Gulf

GSF Rig 136
1982/2002 300 25000 Stacked

Harvey Ward
1981 300 25000 Malaysia

Angel
1982 300 25000 India

Randolph Yost
1979 300 25000 India

RogerW Mowell
1982 300 25000 Malaysia

Ron Tappmeyer
1978 300 25000 India

Transocean Shelf Explorer
1982 300 20000 Stacked

Interocean III

1978/1993 300 25000 Stacked
Transocean Nordic

1984 300 25000 Stacked
Trident II

1977/1 985 300 25000 India
Trident IV-A

1980/1999 300 25000 Stacked
Trident 17

1983 300 25000 Stacked
Trident XII

1982/1 992 300 25000 India
Trident XIV

1982/1 994 300 25000 Angola
Trident 15

1982 300 25000 Thailand
Trident 16

1982 300 25000 Vietnam
Trident VIII

1981 300 21000 Stacked
GSF Parameswara

1983 300 20000 IndonesiaGSF Rig 134
1982 300 20000 MalaysiaGSF High Island II

1979 270 20000 Arabian Gulf
GSF High Island IV

1980/2001 270 20000 Arabian GulfGSF High Island
1981 270 20000 Stacked

GSF High Island VII
1982 250 20000 Cameroon

GSF High Island IX
1983 250 20000 Stacked

GSF Rig 103
1974 250 20000 Stacked

GSF Rig 105
1975 250 20000 EgyptGSF Rig 124
1980 250 20000 EgyptGSF Rig 127
1981 250 20000 Stacked

GSF Rig 141
1982 250 20000 Egypt

Transocean Comet
1980 250 20000 EgyptTransocean Mercury

1969/1 998 250 20000 Stacked
Trident VI

1981 220 21000 Stacked
GSF Britannia

1968 200 20000 Stacked

Dates shown are the original service date and the date of the most recent upgrade if any
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Markets

Our operations are geographically dispersed in oil and gas exploration and development areas throughout the world Although

the cost of moving rig and the availability of rig-moving vessels may cause the balance between supply and demand to vary between

regions significant
variations do not tend to exist long-term because of rig mobility Consequently we operate in single global offshore

drilling market Because our drilling rigs are mobile assets and are able to be moved according to prevailing market conditions we cannot

predict the percentage of our revenues that will be derived from particular geographic or political areas in future periods

In recent years
there has been increased emphasis by oil companies on exploring for hydrocarbons in deeper waters This

deepwater focus is due in part to technological developments that have made such exploration more feasible and cost-effective

Therefore water-depth capability is key component in determining rig suitability
for particular drilling project Another distinguishing

feature in some drilling market sectors is rigs ability
to operate in harsh environments including extreme marine and climatic conditions

and temperatures

The deepwater and midwater market sectors are serviced by our semisubmersibles and drillships Although the term

deepwate as used in the drilling industry to denote particular sector of the market can vary and continues to evolve with technological

improvements we generally view the deepwater market sector as that which begins in water depths of approximately 4500 feet and

extends to the maximum water depths in which
rigs

are capable of drilling which is currently approximately 12000 feet We view the

midwater market sector as that which covers water depths of about 300 feet to approximately 4500 feet

The global jackup market sector begins at the outer limit of the transition zone and extends to water depths of about 400 feet

This sector has been developed to significantly greater degree than the deepwater market sector because the shallower water depths

have made it much more affordable and accessible than the deeper water market sectors

The transition zone market sector is characterized by marshes rivers lakes and shallow bay and coastal water areas We

operate in this sector using our two barge drilling rigs located in Southeast Asia

Contract Backlog

Our contract backlog at December 31 2009 was approximately $31 billion representing
23 percent and percent decrease

compared to our contract backlog of $40 billion and $32 billion at December 31 2008 and 2007 respectively See Item Managements

Discussion and Analysis of Financial Condition and Results of Operations_OutlookDrilling
Market and Item Managements

Discussion and Analysis of Financial Condition and Results of OperationsPerformance and Other Key Indicators

Operating Revenues and Long-Lived Assets by Country

Operating revenues and long-lived assets by country are as follows in millions

Years ended December 31

2009 2008 2007

Operating revenues

U.S 2239 2578 1259

U.K 1563 2012 848

India
1084 890 761

Other countries 6670 7194 3509

Total operating revenues 11556 12674 6377

December 31

2009 2008

Long-lived assets
As adjusted

U.S
6203 4128

South Korea
3128 3218

Other countries
13687 13515

Total long-lived assets 23018 20861

Other countries represents
countries in which we operate

that individually
had operating revenues or long-lived assets representing

less than 10 percent
of total

operating revenues earned or total long-lived assets for any of the periods presented
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Contract Drilling Services

Our contracts to provide offshore
drilling services are individually negotiated and vary in their terms and provisions We obtain

most of our contracts through competitive bidding against other contractors
Drilling contracts generally provide for payment on dayrate

basis with higher rates while the
drilling unit is operating and lower rates for periods of mobilization or when

drilling operations are
interrupted or restricted by equipment breakdowns adverse environmental conditions or other conditions beyond our control

dayrate drilling contract generally extends over period of time covering either the
drilling

of single well or group of wells or

covering stated term Certain of our contracts with customers may be cancelable at the option of the customer upon payment of an early
termination payment Such payments may not however fully compensate us for the loss of the contract Contracts also

customarily
provide for either automatic termination or termination at the option of the customer typically without the payment of

any termination fee
under various circumstances such as non-performance in the event of downtime or impaired performance caused by equipment or

operational issues or sustained periods of downtime due to force majeure events Many of these events are beyond our control The
contract term in some instances may be extended by the customer exercising options for the

drilling of additional wells or for an additional
term Our contracts also typically include provision that allows the customer to extend the contract to finish

drilling well-in-progress
During periods of depressed market conditions our customers may seek to renegotiate firm

drilling contracts to reduce their obligations or
may seek to repudiate their contracts Suspension of

drilling contracts will result in the reduction in or loss of dayrate for the period of the

suspension If our customers cancel some of our contracts and we are unable to secure new contracts on timely basis and on
substantially similar terms or if contracts are suspended for an extended period of time or if number of our contracts are renegotiated it

could adversely affect our consolidated statement of financial position results of operations or cash flows See Item 1A Risk Factors
Our

drilling contracts may be terminated due to number of events

Drilling Management Services

We provide drilling management services primarily on turnkey basis through Applied Drilling Technology Inc our wholly owned
subsidiary which primarily operates in the U.S Gulf of Mexico and through ADT International division of one of our U.K subsidiaries
which primarily operates in the North Sea together ADTI As part of our turnkey drilling services we provide planning engineering and
management services beyond the scope of our traditional contract

drilling business and thereby assume greater risk Under turnkey
arrangements we typically assume responsibility for the design and execution of well and deliver logged or cased hole to an agreed
depth for guaranteed pnce for which payment is contingent upon successful completion of the well program

In addition to turnkey drilling services we participate in project management operations that include providing certain planning
management and engineering services purchasing equipment and providing personnel and other

logistical services to customers Our
project management services differ from turnkey drilling services in that the customer assumes control of the

drilling operations and
thereby retains the risks associated with the project

These
drilling management services revenues represented less than three percent of our consolidated revenues for the year

ended December 31 2009 In the course of
providing drilling management services ADTI may use drilling rig

in our fleet or contract for

rig owned by another contract driller

Integrated Services

From time to time we provide well and logistics services in addition to our normal
drilling services through third party contractors

and our employees We refer to these other services as integrated services which are generally subject to individual contractual

agreements executed to meet specific customer needs and may be provided on either dayrate cost plus or fixed-price basis depending
on the daily activity As of February 2010 we were only performing such services in India These integrated services revenues
represented less than two percent of our consolidated revenues for the year ended December 31 2009

Oil and Gas Properties

We conduct oil and gas exploration development and production activities through our oil and gas subsidiaries We acquire
interests in oil and gas properties principally in order to facilitate the awarding of turnkey contracts for our drilling management services

operations Our oil and
gas activities are conducted through Challenger Minerals Inc and Challenger Minerals North Sea Limited

together CMI which holds property interests primarily in the U.S offshore Louisiana and Texas and in the U.K sector of the North Sea
The oil and gas properties revenues represented less than one percent of our consolidated revenues for the year ended December 31
2009

Joint Venture Agency and Sponsorship Relationships and Other Investments

In some areas of the world local customs and practice or governmental requirements necessitate the formation of
joint ventures

with local participation which we may or may not control We are an active participant in several
joint venture

drilling companies
principally in Angola India Indonesia Malaysia and Nigeria Local laws or customs in some areas of the world also

effectively mandate
establishment of relationship with local agent or sponsor When appropriate in these areas we enter into agency or sponsorship
agreements
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We hold 50 percent interest in Transocean Pacific Drilling
Inc TPDI British Virgin Islands joint

venture company formed

by us and Pacific Drilling
Limited Pacific Drilling Liberian company to own two ultra-deepwater driliships named

Dhirubhai Deepwater KGI and Dhirubhai Deepwater KG2 the latter of which is currently under construction and expected to be completed

in the first quarter of 2010 Under management services agreement with TPDI we currently provide construction management services

for the Dhirubhai Deepwater KG2 and operating management services for the Dhirubhai Deepwater KG1 and we have agreed to provide

operating management services for the Dhirubhai Deepwater KG2 after the drillship commences operations Beginning on October 18

2010 Pacific Drilling will have the right to exchange its interest in the
joint

venture for our shares or cash at purchase price based on an

appraisal of the fair value of the driliships subject to various adjustments

We hold 65 percent interest in Angola Deepwater Drilling Company Limited ADDCL Cayman Islands
joint

venture

company formed to construct own and operate an ultra-deepwater drillship to be named Discoverer Luanda Angco Cayman Limited

Cayman Islands company holds the remaining 35 percent interest in ADDCL Under management services agreement with ADDCL we

provide construction management services and have agreed to provide operating management services once the driliship begins

operations which is currently expected to be in the third quarter of 2010 Beginning on the fifth anniversary of the first well

commencement date Angco Cayman Limited will have the right
to exchange its interest in the joint venture for cash at purchase price

based on an appraisal of the fair value of the driliship subject to various adjustments

We hold 50 percent interest in Overseas Drilling
Limited ODL an unconsolidated Cayman Islands

joint
venture company

which owns the drillship
Joides Resolution The

driliship
is contracted to perform drilling and coring operations in deep waters worldwide

for the purpose of scientific research We manage and operate the vessel on behalf of ODL

See Item Managements Discussion and Analysis of Financial Condition and Results of OperationsRelated Party

Transactions

Significant Customers

We engage in offshore drilling services for most of the leading international oil companies or their affiliates as well as for many

government-controlled and independent oil companies Our most significant customer in 2009 was BP accounting for 12 percent of our

2009 operating revenues The loss of this significant customer could at least in the short term have material adverse effect on our

results of operations No other customer accounted for 10 percent or more of our 2009 operating revenues

Employees

We require highly skilled personnel to operate our drilling
units We conduct extensive personnel recruiting training and safety

programs
At December 31 2009 we had approximately 19300 employees and we had engaged approximately 2200 persons through

contract labor providers Some of our employees working in Angola the U.K and Norway are represented by and some of our

contracted labor work under collective bargaining agreements Many of these represented individuals are working under agreements that

are subject to ongoing salary negotiation in 2010 These negotiations could result in higher personnel expenses
other increased costs or

increased operation restrictions as the outcome of such negotiations apply to all offshore employees not just the union members

Additionally the unions in the U.K sought an interpretation of the application of the Working Time Regulations to the offshore

sector The Employment Tribunal issued its decision in favor of the unions and held in part that offshore workers are entitled to 28 days

of annual leave Such decision has been overturned on appeal by the Employment Appeal Tribunal but the unions have appealed this

decision to the Court of Session for hearing in June 2010 The application of the Working Time Regulations to the offshore sector could

result in higher labor costs and could undermine our ability
to obtain sufficient number of skilled workers in the U.K

Legislation has been introduced in the U.S Congress that could encourage additional unionization efforts in the U.S as well as

increase the chances that such efforts succeed Additional unionization efforts if successful new collective bargaining agreements or

work stoppages could materially increase our labor costs and operating restrictions

Technological Innovation

We are the worlds largest offshore drilling
contactor and leading provider of drilling management services worldwide Our fleet

is considered one of the most modern and versatile in the world due to its emphasis on technically demanding sectors of the offshore

drilling business Since launching the offshore industrys first jackup drilling rig in 1954 we have achieved long history of technological

innovations including the first dynamically positioned drillship the first rig to drill year-round in the North Sea the first semisubmersible rig

for Sub-Arctic year-round operations and the latest generations of ultra-deepwater drillships
and semisubmersibles Nine of our existing

fleet are and four of our newbuilds will be equipped with our patented dual-activity technology which allows our rigs to perform

simultaneous drilling
tasks in parallel rather than sequential manner and reduces critical path activity while improving efficiency in both

exploration and development drilling The effective use of and continued improvements in technology are critical to the maintenance of our

competitive position within the drilling
services industry We expect to continue to develop technology internally or to acquire technology

through strategic acquisitions
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Environmental Regulation

For discussion of the effects of environmental regulation see Item 1A Risk FactorsCompliance with or breach of

environmental laws can be costly and could limit our operations

Our operations are subject to variety of global environmental regulations We monitor environmental regulation in each country
of operation and while we see an increase in general environmental regulation we have made and will continue to make the required

expenditures to comply with current and future environmental requirements We make expenditures to further our commitment to

environmental improvement and the setting of global environmental standard as part of our wider corporate responsibility effort We
assess the environmental impacts of our business specifically in the areas of greenhouse gas emissions climate change discharges and
waste management We report our global emissions data each year through the Carbon Disclosure Project in addition to description of

our actions being undertaken to manage under future emissions legislation under development in number of countries in North America
and Europe Our actions are designed to reduce risk ih our future operations and promote sound environmental management While we
continue to assess further projects designed to reduce our overall emissions to date we have not expended material amounts in order to

comply with recent legislation and we do not believe that our compliance with such requirements will have material adverse effect upon
our results of operations or competitive position or materially increase our capital expenditures

Available Information

Our website address is www.deeywater.com Information contained on or accessible from our website is not incorporated by
reference into our annual report on Form 10-K and should not be considered part of that report or any other

filing that we make with the

SEC We make available on this website free of charge our annual reports on Form 10-K quarterly reports on Form 10-Q current reports
on Form 8-K and amendments to those reports as soon as reasonably practicable after we electronically file those materials with or
furnish those materials to the SEC You may also find information related to our corporate governance board committees and company
code of business conduct and ethics on our website The SEC also maintains website www.sec.gov that contains reports proxy
statements and other information regarding SEC registrants including us

We intend to satisfy the requirement under Item 5.05 of Form 8-K to disclose any amendments to our Code of Business Conduct
and Ethics and any waiver from

any provision of our Code of Business Conduct and Ethics by posting such information in the Corporate
Governance section of our website at www.deepwater.com

ITEM IA Risk Factors

Risks related to our business

The worldwide financial and economic downturn could have material adverse effect on our revenue profitability and
financial position

The worldwide financial and economic downturn reduced the availability of liquidity and credit to fund the continuation and
expansion of industrial business operations worldwide The shortage of liquidity and credit combined with losses in worldwide equity
markets led to an extended worldwide economic recession slowdown in economic activity caused by the recession reduced worldwide
demand for energy and resulted in an extended period of lower oil and natural gas prices Crude oil prices have declined from record

levels in July 2008 and natural gas prices have also experienced sharp declines Declines in commodity prices along with difficult

conditions in the credit markets have had negative impact on our business and this impact could continue or worsen Demand for our
services depends on oil and natural gas industry activity and expenditure levels that are directly affected by trends in oil and to lesser

extent natural gas prices Demand for our services is particularly sensitive to the level of exploration development and production activity

of and the corresponding capital spending by oil and natural gas companies including national oil companies Any prolonged reduction in

oil and natural gas prices could depress the immediate levels of exploration development and production activity Perceptions of longer-
term lower oil and natural gas prices by oil and gas companies could similarly reduce or defer major expenditures given the long-term
nature of many large-scale development projects Lower levels of

activity result in corresponding decline in the demand for our services
which could have material adverse effect on our revenue and

profitability Additionally these factors may adversely impact our
statement of financial position if they are determined to cause an impairment of our goodwill or intangible assets or of our long-lived assets
or our assets held for sale The worldwide financial and economic downturn may also adversely affect the ability of shipyards to meet
scheduled deliveries of our newbuild and other shipyard projects

The worldwide financial and economic downturn may continue to negatively impact our business and financial

condition

The continued economic downturn and related instability in the global financial system has had and may continue to have an
impact on our business and our financial condition Our

ability to access the capital markets may be severely restricted at time when we
would like or need to access such markets which could have an impact on our flexibility to react to changing economic and business
conditions The economic downturn has impacted lenders participating in our credit facilities and our customers and an extended or

worsening economic downturn may cause them to fail to meet their obligations to us
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Our business depends on the level of activity in the offshore oil and gas industry which is significantly affected by

volatile oil and gas prices and other factors

Our business depends on the level of activity
in oil and gas exploration development and production in offshore areas

worldwide Oil and gas prices and market expectations of potential changes in these prices significantly affect this level of activity

However higher commodity prices do not necessarily translate into increased drilling activity since customers expectations of future

commodity prices typically drive demand for our rigs Also increased competition for customers drilling budgets could come from among

other areas land-based energy
markets in Africa Russia Western Asian countries the Middle East the U.S and elsewhere The

availability
of quality drilling prospects exploration success relative production costs the stage of reservoir development and political

and

regulatory environments also affect customers drilling campaigns Worldwide military political
and economic events have contributed to

oil and gas price volatility
and are likely to do so in the future

Oil and gas prices are extremely volatile and are affected by numerous factors including the following

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

the ability of the Organization of the Petroleum Exporting Countries OPEC to set and maintain production levels and pricing

the level of production in non-OPEC countries

the policies of various governments regarding exploration and development of their oil and gas reserves

advances in exploration and development technology and

the worldwide military and political environment including uncertainty or instability resulting from an escalation or additional outbreak of

armed hostilities or other crises in the Middle East or other geographic areas or further acts of terrorism in the U.S or elsewhere

Our industry is highly competitive and cyclical with intense price competition

The offshore contract drilling industry is highly competitive with numerous industry participants none of which has dominant

market share Drilling
contracts are traditionally awarded on competitive bid basis Intense price competition is often the primary factor

in determining which qualified contractor is awarded job although rig availability and the quality and technical capability of service and

equipment may also be considered

Our industry has historically
been cyclical and is impacted by oil and gas price levels and volatility

There have been periods of

high demand short rig supply and high dayrates followed by periods of low demand excess rig supply and low dayrates Changes in

commodity prices cart have dramatic effect on rig demand and periods of excess rig supply intensify the competition in the industry and

often result in rigs being idle for long periods of time Since the onset of the worldwide financial and economic downturn we have

experienced weakness in our Midwater Floater High-Specification Jackups and Standard Jackup markets We have idled rigs and may in

the future idle additional rigs
or enter into lower dayrate contracts in response to market conditions

During prior periods of high utilization and dayrates industry participants have increased the supply of rigs by ordering the

construction of new units This has typically resulted in an oversupply of drilling units and has caused subsequent decline in utilization

and dayrates sometimes for extended periods of time There are numerous high-specification rigs
and jackups under contract for

construction The entry into service of these new units will increase supply and could curtail strengthening or trigger reduction in

dayrates as rigs are absorbed into the active fleet Any further increase in construction of new drilling
units would likely

exacerbate the

negative impact on utilization and dayrates Lower utilization and dayrates could adversely affect our revenues and profitability Prolonged

periods of low utilization and dayrates could also result in the recognition of impairment charges on certain classes of our drilling rigs or our

goodwill balance if future cash flow estimates based upon information available to management at the time indicate that the carrying

values of these rigs goodwill or other intangible assets may not be recoverable

We rely heavily on relatively small number of customers and the loss of significant customer and/or dispute that

leads to the loss of customer could have material adverse impact on our financial results

We engage in offshore drilling
services for most of the leading international oil companies or their affiliates as well as for many

government-controlled and independent oil companies Our most significant customer in 2009 was BP accounting for 12 percent of our

2009 operating revenues The loss of this customer or another significant customer could at least in the short term have material

adverse effect on our results of operations

Our operating and maintenance costs will not necessarily fluctuate in proportion to changes in operating revenues

Our operating and maintenance costs will not necessarily fluctuate in proportion to changes in operating revenues Costs for

operating rig are generally
fixed or only semi-variable regardless of the dayrate being earned In addition should our rigs incur idle time

between contracts we typically will not reduce the staff on those rigs
because we will use the crew to prepare the rig for its next contract

During times of reduced activity reductions in costs may not be immediate as portions of the crew may be required to prepare rigs for

stacking after which time the crew members are assigned to active rigs or dismissed In addition as our rigs
are mobilized from one

geographic location to another the labor and other operating and maintenance costs can vary significantly In general
labor costs

increase primarily due to higher salary levels and inflation Equipment maintenance expenses fluctuate depending upon the type of activity

the unit is performing and the age and condition of the equipment Contract preparation expenses vary
based on the scope and length of

contract preparation required and the duration of the firm contractual period over which such expenditures are amortized
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Our shipyard projects and operations are subject to delays and cost overruns

As of February 2010 we had total of five deepwater newbuild
rig projects We also have variety of other more limited

shipyard projects at any given time These shipyard projects are subject to the risks of delay or cost overruns inherent in any such
construction project resulting from numerous factors including the following

shipyard availability

shortages of equipment materials or skilled labor

unscheduled delays in the delivery of ordered materials and equipment

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

customer acceptance delays

weather interference or storm damage

unanticipated cost increases and

difficulty in obtaining necessary permits or approvals

These factors may contribute to cost variations and delays in the delivery of our upgraded and newbuild units and other
rigs

undergoing shipyard projects Delays in the delivery of these units would result in delay in contract commencement resulting in loss of

revenue to us and may also cause customers to terminate or shorten the term of the
drilling contract for the

rig pursuant to applicable late

delivery clauses In the event of termination of one of these contracts we may not be able to secure replacement contract on as
favorable terms if at all

Our operations also rely on significant supply of capital and consumable
spare parts and equipment to maintain and repair our

fleet We also rely on the supply of ancillary services including supply boats and helicopters Shortages in materials delays in the

delivery of necessary spare parts equipment or other materials or the unavailability of ancillary services could negatively impact our future

operations and result in increases in rig downtime and delays in the repair and maintenance of our fleet

Our drilling contracts may be terminated due to number of events

Certain of our contracts with customers may be cancelable at the option of the customer
upon payment of an early termination

payment Such payments may not however fully compensate us for the loss of the contract Contracts also customarily provide for either

automatic termination or termination at the option of the customer typically without the payment of any termination fee under various
circumstances such as non-performance as result of downtime or impaired performance caused by equipment or operational issues or

sustained periods of downtime due to force majeure events Many of these events are beyond pur control During periods of depressed
market conditions such as the current economic downturn we are subject to an increased risk of our customers seeking to repudiate their

contracts including through claims of non-performance Our customers
ability

to perform their obligations under their
drilling contracts

with us may also be negatively impacted by the economic downturn If our customers cancel some of our contracts and we are unable to

secure new contracts on timely basis and on substantially similar terms or if contracts are suspended for an extended period of time or if

number of our contracts are renegotiated it could adversely affect our consolidated statement of financial position results of operations
or cash flows

Our current backlog of contract drilling revenue may not be fully realized

Our contract backlog as of February 2010 was approximately $30.4 billion This amount represents the firm term of the

contract multiplied by the contractual operating rate which may be higher than other rates included in the contract such as waiting on
weather rate repair rate or force majeure rate Our contract backlog includes signed drilling contracts and in some cases other definitive

agreements awaiting contract execution We may not be able to realize the full amount of our contract backlog due to events beyond our
control In addition some of our customers have experienced liquidity issues and these

liquidity
issues could increase if commodity prices

decline to lower levels for an extended period of time Liquidity issues could lead our customers to go into bankruptcy or could encourage
our customers to seek to repudiate cancel or renegotiate these agreements for various reasons as described under Our

drilling contracts

may be terminated due to number of events above Our
inability to realize the full amount of our contract backlog may have material

adverse effect on our consolidated statement of financial position results of operations or cash flows
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Our non-U.S operations involve additional risks not associated with our U.S operations

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

terrorist acts war piracy and civil disturbances

seizure expropriation or nationalization of equipment

imposition of trade barriers

import-export quotas

wage and price controls

unexpected changes in law and regulatory requirements including changes in interpretation
and enforcement of existing laws

damage to our equipment or violence directed at our employees including kidnappings

complications associated with supplying repairing
and replacing equipment in remote locations and

the inability to repatriate
income or capital

We are protected to some extent against loss of capital assets but generally not loss of revenue from most of these risks

through indemnity provisions
in our drilling

contracts Our assets are generally not insured against risk of loss due to perils such as

terrorist acts civil unrest expropriation nationalization and acts of war

Many governments favor or effectively require the awarding of drilling contracts to local contractors or require foreign contractors

to employ citizens of or purchase supplies from particular jurisdiction These practices may adversely affect our ability to compete

Our non-U.S contract drilling operations are subject to various laws and regulations in certain countries in which we operate

including laws and regulations relating to the import and export equipment and operation of drilling units currency conversions and

repatriation oil and gas exploration and development and taxation of offshore earnings and earnings of expatriate personnel We are also

subject to the U.S Treasury Departments Office of Foreign Assets Control OFAC and other U.S laws and regulations governing our

international operations In addition various state and municipal governments universities and other investors have proposed or adopted

divestment and other initiatives regarding investments including with respect to state governments by state retirement systems in

companies that do business with countries that have been designated as state sponsors
of terrorism by the U.S State Department We

had noncontrolling interest in Libyan joint venture that operates to limited extent in Syria which has been designated as state

sponsor of terrorism by the U.S State Department We sold our noncontrolling interest in this
joint

venture in November 2009 Our

internal compliance program
has identified and we have self-reported potential OFAC compliance issue involving the shipment of goods

by freight forwarder through Iran country that has been designated as state sponsor of terrorism by the U.S State Department See

Item Managements Discussion and Analysis of Financial Condition and Results of OperationsOutlookRegulatory Matters We also

operate rig
in Myanmar country that is subject to some U.S trading sanctions Failure to comply with applicable laws and regulations

including those relating to sanctions and export restrictions may subject us to criminal sanctions or civil remedies including fines denial of

export privileges injunctions or seizures of assets Investors could view any potential violations of OFAC regulations negatively which

could adversely affect our reputation and the market for our shares

Governments in some foreign countries have become increasingly active in regulating and controlling the ownership of

concessions and companies holding concessions the exploration for oil and gas and other aspects of the oil and gas
industries in their

countries In addition government action including initiatives by OPEC may continue to cause oil or gas price volatility
In some areas of

the world this governmental activity has adversely affected the amount of exploration and development work done by major oil companies

and may continue to do so

substantial portion of our drilling
contracts are partially payable in local currency

Those amounts may exceed our local

currency needs leading to the accumulation of excess local currency which in certain instances may be subject to either temporary

blocking or other difficulties converting to U.S dollars Excess amounts of local currency may be exposed to the risk of currency exchange

losses

The shipment of goods services and technology across international borders subjects us to extensive trade laws and

regulations Our import and export activities are governed by unique customs laws and regulations in each of the countries where we

operate Moreover many countries including the U.S control the import and export of certain goods services and technology and

impose related import and export recordkeeping and reporting obligations Governments also may impose economic sanctions against

certain countries persons and other entities that may restrict or prohibit transactions involving such countries persons and entities and we

are also subject to the U.S anti-boycott law

The laws and regulations concerning import and export activity recordkeeping and reporting import and export control and

economic sanctions are complex and constantly changing These laws and regulations may be enacted amended enforced or interpreted

in manner materially impacting our operations The adverse impact of the global economic crisis may increase some foreign

governments efforts to enact enforce amend or interpret laws and regulations as method to increase revenue Shipments can be

delayed and denied import or export for variety of reasons some of which are outside our control and some of which may result from

failure to comply with existing legal and regulatory regimes Shipping delays or denials could cause unscheduled operational downtime

Any failure to comply with these applicable legal and regulatory obligations also could result in criminal and civil penalties and sanctions

such as fines imprisonment debarment from government contracts seizure of shipments and loss of import and export privileges
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An inability to obtain visas and work permits for our employees on timely basis could hurt our operations and have an
adverse effect on our business

Our
ability to operate worldwide depends on our ability to obtain the necessary visas and work permits for our personnel to travel

in and out of and to work in the jurisdictions in which we operate Governmental actions in some of the jurisdictions in which we operate
may make it difficult for us to move our personnel in and out of these jurisdictions by delaying or withholding the approval of these permits
As result of change in government enforcement of the immigration policy in Angola we have recently experienced considerable

difficulty in obtaining the
necessary visas and work permits for our employees to work in Angola where we operate number of rigs If we

are not able to obtain visas and work permits for the employees we need to operate our rigs on timely basis we might not be able to

perform our obligations under our
drilling contracts which could allow our customers to cancel the contracts If our customers cancel some

of our contracts and we are unable to secure new contracts on timely basis and on substantially similar terms it could adversely effect

our consolidated statement of financial position results of operations or cash flows

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

As an international company we are subject to many laws and regulations including but not limited to the U.S Foreign Corrupt
Practices Act FCPA We are currently involved in several investigations by the U.S Department of Justice and the SEC involving our

operations and whether or not we or any of our employees have violated the FCPA We cannot predict the ultimate outcome of any
current or future investigations the total costs to be incurred in completing such investigations the potential impact on personnel the effect

of implementing any further measures that may be necessary to ensure full compliance with applicable laws or to what extent if at all we
could be subject to fines sanctions or other penalties which could be material under certain circumstances

Our current investigations include review of amounts paid to and by customs brokers in connection with the obtaining of

permits for the temporary importation of vessels and the clearance of goods and materials These permits and clearances are necessary
in order for us to operate our vessels in certain jurisdictions There is risk that we may not be able to obtain import permits or renew
temporary importation permits in West African countries including Nigeria in manner that complies with the FCPA As result we may
not have the means to renew temporary importation permits for rigs located in the relevant jurisdictions as they expire or to send goods
and equipment into those jurisdictions in which event we may be forced to terminate the pending drilling contracts and relocate the rigs or
leave the

rigs
in these countries and risk permanent importation issues either of which could have an adverse effect on our financial

results In addition termination of
drilling contracts could result in damage claims by customers Following the completion of existing

investigations we will continue to be subject to the FCPA and these risks See Item Managements Discussion and Analysis of

Financial Condition and Results of
OperationsOutlookRegulatory Matters

Our labor costs and the operating restrictions under which we operate could increase as result of collective

bargaining negotiations and changes in labor laws and regulations

Some of our employees working in Angola the U.K and Norway are represented by and some of our contracted labor work
under collective bargaining agreements Many of these represented individuals are working under agreements that are subject to ongoing
salary negotiation in 2010 These negotiations could result in higher personnel expenses other increased costs or increased operation
restrictions as the outcome of such negotiations apply to all offshore employees not just the union members Additionally the unions in the

U.K sought an interpretation of the application of the Working Time Regulations to the offshore sector The Employment Tribunal issued

its decision in favor of the unions and held in part that offshore workers are entitled to 28 days of annual leave Such decision has been
overturned on appeal by the Employment Appeal Tribunal but the unions have appealed this decision of the Court of Session for hearing
in June 2010 The application of the Working Time Regulations to the offshore sector could result in higher labor costs and could

undermine our ability to obtain sufficient number of skilled workers in the U.K Legislation has been introduced in the U.S Congress that

could
encourage additional unionization efforts in the U.S as well as increase the chances that such efforts succeed Additional

unionization efforts if successful new collective bargaining agreements or work stoppages could materially increase our labor costs and

operating restrictions

Our business involves numerous operating hazards

Our operations are subject to the usual hazards inherent in the
drilling of oil and gas wells such as blowouts reservoir damage

loss of production loss of well control punch-throughs craterings fires and natural disasters such as hurricanes and tropical storms In

particular the South China Sea the Northwest Coast of Australia and the Gulf of Mexico area are subject to typhoons hurricanes or other

extreme weather conditions on relatively frequent basis and our drilling rigs
in these regions may be exposed to damage or total loss by

these storms some of which may not be covered by insurance The occurrence of these events could result in the suspension of
drilling

operations damage to or destruction of the equipment involved and injury to or death of rig personnel Some experts believe global
climate change could increase the frequency and severity of these extreme weather conditions We are also subject to personal injury and
other claims by rig personnel as result of our

drilling operations Operations also may be suspended because of machinery breakdowns
abnormal

drilling conditions failure of subcontractors to perform or supply goods or services or personnel shortages In addition offshore

drilling operations are subject to perils peculiar to marine operations including capsizing grounding collision and loss or damage from
severe weather Damage to the environment could also result from our operations particularly through oil spillage or extensive
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uncontrolled fires We may also be subject to property environmental and other damage claims by oil and gas companies Our insurance

policies and contractual rights to indemnity may not adequately cover losses and we do not have insurance coverage or rights to

indemnity for all risks Consistent with standard industry practice our customers generally assume and indemnify us against well control

and subsurface risks under dayrate contracts These are risks associated with the loss of control of well such as blowout or cratering

the cost to regain control of or redrill the well and associated pollution However there can be no assurance that these customers will be

financially able to indemnify us against all these risks

We maintain insurance coverage for property damage occupational injury and illness and general and marine third-party

liabilities We generally have no coverage for named storms in the U.S Gulf of Mexico and war perils worldwide Also pollution and

environmental risks generally are not totally
insurable We maintain large self-insured deductibles for damage to our offshore drilling

equipment and third-party liabilities We also self-insure coverage for expenses to ADTI and CMI related to well control and redrill liability

for well blowouts

If significant accident or other event occurs and is not fully
covered by insurance or an enforceable or recoverable indemnity

from customer it could adversely affect our consolidated statement of financial position results of operations or cash flows The amount

of our insurance may be less than the related impact on enterprise value after loss Our insurance coverage
will not in all situations

provide sufficient funds to protect us from all liabilities that could result from our drilling operations Our coverage incIues annual

aggregate policy limits As result we retain the risk through self-insurance for any losses in excess of these limits We generally do not

carry insurance for loss of revenue unless contractually required and certain other claims may also not be reimbursed by insurance

carriers Any such lack of reimbursement may cause us to incur substantial costs In addition we could decide to retain substantially

more risk through self-insurance in the future Moreover no assurance can be made that we will be able to maintain adequate insurance

in the future at rates we consider reasonable or be able to obtain insurance against certain risks As of February 19 2010 all of the
rigs

that we owned or operated were covered by existing insurance policies

Regulation of greenhouse gases and climate change could have negative impact on our business

Some scientific studies have suggested that emissions of certain gases commonly referred to as greenhouse gases GHGs
and including carbon dioxide and methane may be contributing to warming of the Earths atmosphere and other climatic changes In

response to such studies the issue of climate change and the effect of GHG emissions in particular emissions from fossil fuels is

attracting increasing attention worldwide

On October 30 2009 the U.S Environmental Protection Agency EPA published final rule requiring the reporting of GHG

emissions from specified large sources in the U.S beginning in 2011 for emissions occurring in 2010 In addition on December 15 2009

the EPA published final rule finding that current and projected concentrations of six key GHGs in the atmosphere threaten public health

and welfare of current and future generations The EPA also found that the combined emissions of these GHGs from new motor vehicles

and new motor vehicle engines contribute to the GHG pollution that threatens public health and welfare This final rule also known as

EPAs Endangerment Finding does not impose any requirements on industry or other entities directly however after the rules January

14 2010 effective date the EPA will be able to finalize motor vehicle GHG standards the effect of which could reduce demand for motor

fuels refined from crude oil Finally according to the EPA the final motor vehicle GHG standards will trigger construction and operating

permit requirements for stationary sources As result the EPA has proposed to tailor these programs such that only stationary sources

including refineries that emit over 25000 tons of GHG emissions per year will be subject to air permitting requirements In addition on

September 22 2009 the EPA issued Mandatory Reporting of Greenhouse Gases final rule This rule establishes new

comprehensive scheme requiring operators of stationary sources emitting more than established annual thresholds of carbon dioxide-

equivalent GHGs to inventory and report their GHG emissions annually on facility-by-facility
basis Further proposed legislation has

been introduced in the U.S Congress that would establish an economy-wide cap on emissions of GHGs in the U.S and would require

most sources of GHG emissions to obtain GHG emission allowances corresponding to their annual emissions of GHGs Moreover in

2005 the Kyoto Protocol to the 1992 United Nations Framework Convention on Climate Change which establishes binding set of

emission targets for greenhouse gases became binding on all those countries that had ratified it International discussions are currently

underway to develop treaty to replace the Kyoto Protocol after its expiration in 2012

Because our business depends on the level of
activity

in the offshore oil and gas industry existing or future laws regulations

treaties or international agreements related to GHGs and climate change including incentives to conserve energy or use alternative

energy sources could have negative impact on our business if such laws regulations treaties or international agreements reduce the

worldwide demand for oil and gas In addition such laws regulations treaties or international agreements could result in increased

compliance costs or additional operating restrictions which may have negative impact on our business

Failure to retain key personnel could hurt our operations

We require highly skilled personnel to operate and provide technical services and support for our business worldwide Over the

last few years competition for the labor required for
drilling operations including for turnkey drilling

and
drilling management services

businesses and construction projects intensified as the number of rigs activated added to worldwide fleets or under construction

increased leading to shortages of qualified personnel in the industry and creating upward pressure on wages and higher turnover We

may experience reduction in the experience level of our personnel as result of any increased turnover which could lead to higher
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downtime and more operating incidents which in turn could decrease revenues and increase costs In response to these historical labor

market conditions we increased efforts in our recruitment training development and retention programs as required to meet our

anticipated personnel needs Although we expect current market conditions to slow employee turnover if increased competition for labor

were to intensify in the future we may experience further increases in costs or limits on operations

We have substantial amount of debt and we may lose the ability to obtain future financing and suffer competitive

disadvantages

Our overall debt level was $12 billion and $14 billion at December 31 2009 and December31 2008 respectively This

substantial level of debt and other obligations could have significant adverse consequences on our business and future prospects

including the following

we may not be able to obtain financing in the future for working capital capital expenditures acquisitions debt service requirements or

other purposes

we may not be able to use operating cash flow in other areas of our business because we must dedicate substantial portion of these

funds to service the debt

we could become more vulnerable to general adverse economic and industry conditions including increases in interest rates particularly

given our substantial indebtedness some of which bears interest at variable rates

we may not be able to meet financial ratios included in our bank credit agreements due to market conditions or other events beyond our

control which could result in default under these agreements and trigger cross default provisions in our other debt instruments

less levered competitors could have competitive advantage because they have lower debt service requirements and

we may be less able to take advantage of
significant

business opportunities and to react to changes in market or industry conditions than

our competitors

Our overall debt level and/or market conditions could lead the credit rating agencies to lower our corporate credit

ratings below currently expected levels and possibly below investment grade

Our high leverage level and/or market conditions could lead the credit rating agencies to downgrade our credit ratings below

currently expected levels and possibly to non-investment grade levels Such ratings levels could limit our ability to refinance our existing

debt cause us to issue debt with unfavorable terms and conditions and increase certain fees we pay under our credit facilities In addition

such ratings levels could negatively impact current and prospective customers willingness to transact business with us Suppliers may
lower or eliminate the level of credit provided through payment terms when dealing with us thereby increasing the need for higher levels of

cash on hand which would decrease our ability
to

repay debt balances Our credit ratings are currently BBB and Baa2 by Standard

Poors and Moodys respectively

We are subject to litigation that if not resolved in our favor and not sufficiently insured against could have material

adverse effect on us

We are subject to variety of litigation and may be sued in additional cases Certain of our subsidiaries are named as

defendants in numerous lawsuits alleging personal injury as result of exposure to asbestos or toxic fumes or resulting from other

occupational diseases such as silicosis and various other medical issues that can remain undiscovered for considerable amount of

time Some of these subsidiaries that have been put on notice of potential liabilities have no assets Our patent for dual-activity

technology has been challenged and we have been accused of infringing other patents Other subsidiaries are subject to litigation relating

to environmental damage We cannot predict the outcome of the cases involving those subsidiaries or the potential costs to resolve them

Insurance may not be applicable or sufficient in all cases insurers may not remain solvent and policies may not be located Suits against

non-asset-owning subsidiaries have and may in the future give rise to alter ego or successor-in-interest claims against us and our asset-

owning subsidiaries to the extent subsidiary is unable to pay claim or insurance is not available or sufficient to cover the claims To the

extent that one or more pending or future
litigation matters is not resolved in our favor and is not covered by insurance material adverse

effect on our financial results and condition could result

Public health threats could have material adverse effect on our operations and our financial results

Public health threats such as the H1N1 flu virus Severe Acute Respiratory Syndrome and other highly communicable diseases

outbreaks of which have already occurred in various parts of the world in which we operate could adversely impact our operations the

operations of our customers and the global economy including the worldwide demand for oil and natural gas and the level of demand for

our services Any quarantine of personnel or inability to access our offices or rigs
could adversely affect our operations Travel restrictions

or operational problems in
any part of the world in which we operate or any reduction in the demand for

drilling
services caused by public

health threats in the future may materially impact operations and adversely affect our financial results

Compliance with or breach of environmental laws can be costly and could limit our operations

Our operations are subject to regulations controlling the discharge of materials into the environment requiring removal and

cleanup of materials that may harm the environment or otherwise relating to the protection of the environment For example as an

operator of mobile offshore
drilling

units in navigable U.S waters and some offshore areas we may be liable for damages and costs

incurred in connection with oil
spills or waste disposals related to those operations Laws and regulations protecting the environment have
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become more stringent in recent years and may in some cases impose strict liability rendering person liable for environmental damage

without regard to negligence These laws and regulations may expose us to liability for the conduct of or conditions caused by others or for

acts that were in compliance with all applicable laws at the time they were performed
The application of these requirements or the

adoption of new requirements
could have material adverse effect on our consolidated statement of financial position results of

operations or cash flows

We have generally been able to obtain some degree of contractual indemnification pursuant to which our customers agree to

protect and indemnify us against liability
for pollution

well and environmental damages however there is no assurance that we can obtain

such indemnities in all of our contracts or that in the event of extensive pollution and environmental damages our customers will have the

financial capability to fulfill their contractual obligations to us Also these indemnities may not be enforceable in all instances

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

Hurricanes Ivan Katrina and Rita in 2005 and Hurricanes Gustav and Ike in 2008 caused damage to number of rigs in the U.S

Gulf of Mexico Rigs that were moved off location by the storms damaged platforms pipelines wellheads and other drilling rigs In 2006

the Minerals Management Service of the U.S Department of the Interior MMS issued interim guidelines requiring that semisubmersibles

operating in the U.S Gulf of Mexico assess their mooring systems against stricter criteria In 2007 additional guidelines were issued

which impose stricter criteria requiring rigs
to meet 25-year storm conditions Although all of our semisubmersibles currently operating in

the U.S Gulf of Mexico meet the 2007 requirements these guidelines may negatively impact our ability
to operate other semisubmersibles

in the U.S Gulf of Mexico in the future Moreover the MMS may issue additional regulations that could increase the cost of operations or

reduce the area of operations for our rigs in the future thus reducing their marketability Implementation of additional MMS regulations

may subject us to increased costs or limit the operational capabilities of our rigs
and could materially and adversely affect our operations in

the U.S Gulf of Mexico

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

Acts of terrorism and social unrest brought about by world political
events or otherwise have caused instability in the worlds

financial and insurance markets in the past and may occur in the future Such acts could be directed against companies such as ours In

addition acts of terrorism and social unrest could lead to increased volatility in prices for crude oil and natural gas
and could affect the

markets for drilling services Insurance premiums could increase and coverages may be unavailable in the future U.S government

regulations may effectively preclude us from actively engaging in business activities in certain countries These regulations
could be

amended to cover countries where we currently operate or where we may wish to operate
in the future

Other risks

change in tax laws treaties or regulations or their interpretation
of any country in which we operate could result in

higher tax rate on our worldwide earnings Which could result in significant negative impact on our earnings and cash flows

from operations

We operate worldwide through our various subsidiaries Consequently we are subject to changes in applicable tax laws treaties

or regulations
in the jurisdictions in which we operate which could include laws or policies directed toward companies organized in

jurisdictions with low tax rates material change in the tax laws or policies or their interpretation of any country in which we have

significant operations or in which we are incorporated or resident could result in higher effective tax rate on our worldwide earnings and

such change could be significant to our financial results

Tax legislative proposals intending to eliminate some perceived tax advantages of companies that have legal domiciles outside

the U.S but have certain U.S connections have repeatedly been introduced in the U.S Congress Recent examples include but are not

limited to legislative proposals that would broaden the circumstances in which non-U.S company would be considered U.S resident

and proposals that could override certain tax treaties and limit treaty benefits on certain payments by U.S subsidiaries to non-U.S

affiliates See Item Managements Discussion and Analysis of Financial Condition and Results of OperationsOutlookTax Matters

U.S tax authorities could treat us as passive foreign investment company which could have adverse U.S federal

income tax consequences to U.S holders

foreign corporation will be treated as passive foreign investment company or PFIC for U.S federal income tax purposes if

either at least 75 percent of its gross
income for any taxable year consists of certain types of passive income or at least 50 percent

of the average value of the corporations assets produce or are held for the production of those types of passive income For purposes of

these tests passive income includes dividends interest and gains from the sale or exchange of investment property and certain rents

and royalties but does not include income derived from the performance of services

We believe that we have not been and will not be PFIC with respect to any taxable year
Based upon our operations as

described herein our income from offshore contract drilling
services should be treated as services income for purposes

of determining

whether we are PFIC Accordingly we believe that our income from our offshore contract drilling
services should not constitute passive

income and the assets that we own and operate in connection with the production of that income should not constitute passive assets
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There is significant legal authority supporting this position including statutory provisions legislative history case law and U.S
Internal Revenue Service IRS pronouncements concerning the characterization for other tax purposes of income derived from services
where substantial component of such income is attributable to the value of the property or equipment used in connection with

providingsuch services It should be noted however that recentcase and an IRS pronouncement which relies on the recent case charactenze
income from time chartering of vessels as rental income rather than services income for other tax purposes However we believe that the
terms of the time charters in the recent case differ in material respects from the terms of our drilling contracts with customers No
assurance can be given that the IRS or court will accept our position and there is risk that the IRS or court could determine that we
area PFIC

If we were to be treated as PFIC for any taxable year our U.S shareholders would face adverse U.S tax consequencesUnder the PFIC rules unless shareholder makes certain elections available under the Internal Revenue Code of 1986 as amended
which elections could themselves have adverse consequences for such shareholder such shareholder would be liable to

pay U.S
federal income tax at the highest applicable income tax rates on ordinary income upon the receipt of excess distributions as defined for
U.S tax purposes and upon any gain from the disposition of our shares plus interest on such amounts as if such excess distribution or
gain had been recognized ratably over the shareholders

holding period of our shares In addition under applicable statutory provisions
the preferential 15 percent tax rate on qualified dividend income which applies to dividends paid to non-corporate shareholders prior
to 2011 does not apply to dividends paid by foreign corporation if the foreign corporation is PFIC for the taxable year in which the
dividend is paid or the preceding taxable year

loss of major tax dispute or successful tax challenge to our operating structure intercompany pricing policies or
the taxable presence of our key subsidiaries in certain countries could result in higher tax rate on our worldwide earnings
which could result in significant negative impact on our earnings and cash flows from operations

We are Swiss corporation that operates through our various subsidiaries in number of countries throughout the world
Consequently we are subject to tax laws treaties and regulations in and between the countries in which we operate Our income taxes
are based upon the applicable tax laws and tax rates in effect in the countries in which we operate and earn income as well as upon our
operating structures in these countries

Our income tax returns are subject to review and examination We do not recognize the benefit of income tax positions we
believe are more likely than not to be disallowed upon challenge by tax authority If any tax authority successfully challenges our
operational structure intercompany pricing policies or the taxable presence of our key subsidiaries in certain countries or if the terms of
certain income tax treaties are interpreted in manner that is adverse to our structure or if we lose material tax dispute in any country
particularly in the U.S Norway or Brazil our effective tax rate on our worldwide earnings could increase substantially and our earningsand cash flows from operations could be materially adversely affected For example there is considerable uncertainty as to the activities
that constitute being engaged in trade or business within the U.S or maintaining permanent establishment under an applicable treatyso we cannot be certain that the IRS will ndt contend successfully that we or any of our key subsidiaries were or are engaged in trade or
business in the U.S or when applicable maintained or maintains permanent establishment in the U.S. If we or any of our keysubsidiaries were considered to have been engaged in trade or business in the U.S when applicable through permanent
establishment we could be subject to U.S corporate income and additional branch

profits taxes on the portion of our earnings effectivelyconnected to such U.S business during the period in which this was considered to have occurred in which case our effective tax rate on
worldwide earnings for that period could increase

substantially and our earnings and cash flows from operations for that period could be
adversely affected See Item Managements Discussion and Analysis of Financial Condition and Results of OperationsOutlookTax
Matters

We maybe limited in our use of net operating losses

Our
ability to benefit from our deferred tax assets depends on us having sufficient future earnings to utilize our net operating lossNOL carryforwards before they expire We have established valuation allowance against the future tax benefit for number of our

foreign NOL carryforwards and we could be required to record an additional valuation allowance against our foreign or U.S deferred tax
assets if market conditions change materially and as result our future earnings are or are projected to be significantly less than we
currently estimate Our NOL carryforwards are subject to review and potential disallowance upon audit by the tax authorities of the
jurisdictions where the NOLs are incurred

Our status as Swiss corporation may limit our flexibility with respect to certain aspects of capital management and
may cause us to be unable to make distributions or repurchase shares without subjecting our shareholders to Swiss withholding
tax

Swiss law allows our shareholders to authorize share capital that can be issued by the board of directors without additional
shareholder approval but this authorization is limited to 50 percent of the existing registered share capital and must be renewed by the
shareholders every two years Additionally subject to specified exceptions Swiss law grants preemptive rights to existing shareholders to
subscribe for new issuances of shares Swiss law also does not provide as much

flexibility in the various terms that can attach to different
classes of shares as the laws of some other jurisdictions In the event we need to raise common equity capital at time when the trading
price of our shares is below the par value of the shares

currently 15 Swiss francs equivalent to U.S $13.89 based on foreign exchange
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rate of 1.08 Swiss francs to $1.00 on February 19 2010 we will need to obtain approval of shareholders to decrease the par value of our

shares or issue another class of shares with lower par value Any reduction in par value would decrease our par value available for

future repayment of share capital not subject to Swiss withholding tax Swiss law also reserves for approval by shareholders certain

corporate actions over which board of directors would have authority in some other jurisdictions For example dividends must be

approved by shareholders These Swiss law requirements relating to our capital management may limit our flexibility
and situations may

arise where greater flexibility would have provided substantial benefits to our shareholders

If we are not successful in our efforts to make distributions if any through reduction of par value or after January 2011

make distributions if any out of qualifying additional paid-in capital as shown on Transocean Ltd.s standalone Swiss statutory financial

statements then any dividends paid by us will generally be subject to Swiss federal withholding tax at rate of 35 percent Payment of

capital distribution in the form of par
value reduction is not subject to Swiss withholding tax On February 16 2010 we announced that

our board of directors has decided to recommend that shareholders at our May 2010 annual general meeting approve distribution in the

form of par value reduction denominated in Swiss francs for an amount equivalent to approximately U.S $1.0 billion payable in four

installments However our shareholders may not approve the proposal or we may not be able to meet the other legal requirements for

reduction in par value The Swiss withholding tax rules could also be changed in the future In addition over the long term the amount of

par value available for us to use for par value reductions or the amount of qualifying additional paid-in capital available for us to pay out as

distributions will be limited If we are unable to make distribution through reduction in par value or after January 2011 make

distribution out of qualifying additional paid-in capital as shown on Transocean Ltd.s standalone Swiss statutory financial statements we

may not be able to make distributions without subjecting our shareholders to Swiss withholding taxes

Under present Swiss tax law repurchases of shares for the purposes of capital reduction are treated as partial liquidation

subject to 35 percent Swiss withholding tax on the difference between the repurchase price and the par value At our 2009 annual

general meeting our shareholders approved the repurchase of up to 3.5 billion Swiss francs of our registered shares for cancellation the

Share Repurchase Program On February 12 2010 our board of directors authorized our management to implement the Share

Repurchase Program In addition we announced our intention to list our shares on the SIX in the second quarter of 2010 Should we

complete the listing of our shares on the SIX we may repurchase shares under the Share Repurchase Program via second trading line

on the SIX from institutional investors who are generally able to receive full refund of the Swiss withholding tax Alternatively in relation

to the U.S market we may repurchase shares under the Share Repurchase Program using an alternative procedure pursuant to which we

can repurchase shares under the Share Repurchase Program via virtual second trading line from market players in particular banks

and institutional investors who are generally entitled to receive full refund of the Swiss withholding tax If we complete the listing
of our

shares on the SIX there may not be sufficient liquidity in our shares on the SIX to repurchase the amount of shares that we would like to

repurchase using the second trading line on the SIX In addition following the listing of our shares on the SIX our ability to use the virtual

second trading line will be limited to the share repurchase program currently approved by our shareholders and any use of the virtual

second trading line with respect to future shares programs
will require the approval of the competent Swiss tax and other authorities We

may not be able to repurchase as many shares as we would like to repurchase for purposes of capital reduction on either the virtual

second trading line or in the future SIX second trading line without subjecting the selling shareholders to Swiss withholding taxes

We are subject to anti-takeover provisions

Our articles of association and Swiss law contain provisions that could prevent or delay an acquisition of the company by means

of tender offer proxy contest or otherwise These provisions may also adversely affect prevailing market prices for our shares These

provisions among other things

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

provide that the board of directors is authorized at any time during maximum two-year period to issue number of shares of up to

50 percent of the share capital registered in the commercial register
and to limit or withdraw the preemptive rights

of existing shareholders

in various circumstances including following shareholder or group of shareholders acting in concert having acquired in excess of

15 percent of the share capital registered in the commercial
register

without having submitted takeover proposal to shareholders that is

recommended by the board of directors or for purposes of the defense of an actual threatened or potential
unsolicited takeover bid in

relation to which the board of directors has upon consultation with an independent financial adviser retained by the board of directors not

recommended acceptance to the shareholders

provide that any shareholder who wishes to propose any business or to nominate person or persons for election as director at any

annual meeting may only do so if advance notice is given to the Secretary of Transocean

provide that directors can be removed from office only by the affirmative vote of the holders of at least 66 2/3 percent of the shares

entitled to vote

provide that merger or demerger transaction requires the affirmative vote of the holders of at least 66 2/3 percent of the shares

represented at the meeting and provide for the possibility
of so-called cashout or squeezeout merger if the acquirer controls

90 percent of the outstanding shares entitled to vote at the meeting

provide that any action required or permitted to be taken by the holders of shares must be taken at duly called annual or extraordinary

general meeting of shareholders

limit the
ability

of our shareholders to amend or repeal some provisions of our articles of association and

limit transactions between us and an interested shareholder which is generally defined as shareholder that together with its affiliates

and associates beneficially directly or indirectly owns 15 percent or more of our shares entitled to vote at general meeting
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ITEM Unresolved Staff Comments

None

ITEM Properties

The description of our property included under Item Business is incorporated by reference herein

We maintain offices land bases and other facilities worldwide including our principal executive offices in Vernier Switzerland

our corporate offices in Zug Switzerland Houston Texas Cayman Islands and Barbados and our regional operational office in France

Our remaining offices and bases are located in various countries in North America South America the Caribbean Europe Africa Russia

the Middle East India the Far East and Australia We lease most of these facilities

ITEM Legal Proceedings

Asbestos litigationIn 2004 several of our subsidiaries were named along with numerous other unaffiliated defendants in

21 complaints filed on behalf of 769 plaintiffs in the Circuit Courts of the State of Mississippi and which claimed injuries arising out of

exposure to asbestos allegedly contained in
drilling

mud during these plaintiffs employment in
drilling

activities between 1965 and 1986

Special Master appointed to administer these cases pre-trial subsequently required that each individual plaintiff file separate lawsuit

and the original 21
multi-plaintiff complaints were then dismissed by the Circuit Courts The amended complaints resulted in one of our

subsidiaries being named as direct defendant in seven cases We have or may have an indirect interest in an additional 17 cases The

complaints generally allege that the defendants used or manufactured asbestos-containing products in connection with drilling operations

and have included allegations of negligence products liability strict
liability

and claims allowed under the Jones Act and general maritime

law The
plaintiffs generally seek awards of unspecified compensatory and punitive damages In each of these cases the complaints

have named other unaffiliated defendant companies including companies that allegedly manufactured the drilling-related products that

contained asbestos None of the cases in which one of our subsidiaries is named defendant has been scheduled for trial in 2010 and

the preliminary information available on these claims is not sufficient to determine if there is an identifiable period for alleged exposure to

asbestos whether any asbestos exposure in fact occurred the vessels potentially involved in the claims or the basis on which the

plaintiffs would support claims that their injuries were related to exposure to asbestos However the initial evidence available would

suggest that we would have significant defenses to
liability and damages In 2009 two cases that were part of the original 2004 multi-

plaintiff suits went to trial in Mississippi against unaffiliated defendant companies which allegedly manufactured drilling-related products

containing asbestos We were not defendant in either of these cases One of the cases resulted in substantial jury verdict in favor of

the plaintiff and this verdict was subsequently vacated by the trial judge on the basis that the plaintiff failed to meet its burden of proof

While the courts decision is consistent with our general evaluation of the strength of these cases it has not been reviewed on appeal The

second case resulted in verdict completely in favor of the defendants There have been no other trials involving any of the parties to the

original 21 complaints We intend to defend these lawsuits vigorously although there can be no assurance as to the ultimate outcome

We historically have maintained broad
liability insurance although we are not certain whether insurance will cover the liabilities if any

arising out of these claims Based on our evaluation of the exposure to date we do not expect the liability if any resulting from these

claims to have material adverse effect on our consolidated statement of financial position results of operations or cash flows

One of our subsidiaries is involved in lawsuits arising out of the subsidiarys involvement in the design construction and

refurbishment of major industrial complexes The operating assets of the subsidiary were sold and its operations discontinued in 1989
and the subsidiary has no remaining assets other than the insurance policies involved in its litigation fundings from settlements with the

primary insurers and funds received from the cancellation of certain insurance policies The subsidiary has been named as defendant

along with numerous other companies in lawsuits alleging personal injury as result of exposure to asbestos As of December 31 2009
the subsidiary was defendant in approximately 1041 lawsuits Some of these lawsuits include multiple plaintiffs and we estimate that

there are approximately 2623 plaintiffs in these lawsuits For many of these lawsuits we have not been provided with sufficient

information from the plaintiffs to determine whether all or some of the plaintiffs have claims against the subsidiary the basis of any such

claims or the nature of their alleged injuries The first of the asbestos-related lawsuits was filed against this subsidiary in 1990 Through

December 31 2009 the amounts expended to resolve claims including both attorneys fees and expenses and settlement costs have

not been material and all deductibles with respect to the primary insurance have been satisfied The subsidiary continues to be named as

defendant in additional lawsuits and we cannot predict the number of additional cases in which it may be named defendant nor can we

predict the potential costs to resolve such additional cases or to resolve the pending cases However the subsidiary has in excess of

$1 billion in insurance limits potentially available to the subsidiary Although not all of the policies may be
fully available due to the

insolvency of certain insurers we believe that the subsidiary will have sufficient insurance and funds from the settlements of
litigation

with

insurance carriers available to respond to these claims While we cannot predict or provide assurance as to the final outcome of these

matters we do not believe that the current value of the claims where we have been identified will have material impact on our

consolidated statement of financial position results of operations or cash flows

Sedco 710 litigationOne of our subsidiaries was involved in an action with respect to customs matter relating to the

Sedco 710 semisubmersible drilling rig Prior to our merger with Sedco Forex this drilling rig which was working for Petrobras in Brazil at

AR-22



the time had been admitted into the country on temporary basis under authority granted to Schlumberger entity When the drilling

contract with Petrobras was transferred from Schlumberger to us in the merger the temporary import permit was not transferred When

the temporary import permit granted to Schlumberger expired in 2000 renewal filings were not immediately made and the Brazilian

authorities threatened to cancel the temporary import permit and to collect customs duties as if the rig
had been nationalized in Brazil

Together with Schiumberger we jointly
filed an action for the purpose

of avoiding cancellation of and extending the temporary import

permit and to avoid collection of any customs duty Other proceedings were also initiated to secure the transfer of the temporary import

permit to us The court initially permitted the transfer of the temporary import permit but did not rule on whether the temporary admission

could be extended without the payment of financial penalty in the form of Brazilian customs duties In 2004 the Brazilian authorities

issued an assessment totaling approximately $167 million based on the initial assessment amount accrued interest and current exchange

rate against our subsidiary based on the expiration of the temporary import permit This amount continued to grow as result of interest

and changes in the exchange rate The first level Brazilian court also ruled in 2007 that the financial penalties were appropriate and this

ruling was subsequently upheld at the next level We continued to contest this decision but ultimately decided to participate in November

2009 in Brazilian tax amnesty program and paid $142 million to settle all tax claims by the Brazilian authorities in this matter In addition

we reached settlement with Schlumberger with respect to our allegation that Schlumberger should be responsible for the assessment

Rio de Janeiro tax assessmentIn the third quarter of 2006 we received tax assessments of approximately $164 million from

the state tax authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for taxes on equipment imported into the state

in connection with our operations The assessments resulted from preliminary finding by these authorities that our subsidiarys record

keeping practices were deficient We currently believe that the substantial majority of these assessments are without merit We filed an

initial response with the Rio de Janeiro tax authorities on September 2006 refuting these additional tax assessments In

September 2007 we received confirmation from the state tax authorities that they believe the additional tax assessments are valid and as

result we filed an appeal on September 27 2007 to the state Taxpayers Council contesting these assessments While we cannot

predict or provide assurance as to the final outcome of these proceedings we do not expect it to have material adverse effect on our

consolidated statement of financial position results of operations or cash flows

Patent LitigationSeveral of our subsidiaries have been sued by Heerema Engineering Services Heerema in the U.S

District Court for the Southern District of Texas for patent infringement claiming that we infringe their U.S patent entitled Method and

Device for Dnlling Oil and Gas Heerema claims that our Enterprise class advanced Enterprise class Express class and Development

Driller class of
drilling rigs operating in the U.S Gulf of Mexico infringe on this patent They seek unspecified damages and injunctive relief

The court has held hearing on construction of their patent but has not yet issued decision We deny liability for patent infringement

believe that their patent is invalid and intend to vigorously defend against the claim We do not expect the liability
if any resulting from this

claim to have material adverse effect on our consolidated statement of financial position results of operations or cash flows

Other mattersWe are involved in various tax matters as described in Item Managements Discussion and Analysis of

Financial Condition and Results of OperationsOutlookTax Matters and various regulatory matters as described in Item

Managements Discussion and Analysis of Financial Condition and Results of OperationsOutlookRegulatory Matters We are also

involved in lawsuits relating to damage claims arising out of hurricanes Katrina and Rita all of which are insured and which are not material

to us In addition we are involved in number of other lawsuits including dispute for municipal tax payments in Brazil and dispute

involving customs procedures in India neither of which is material to us and all of which have arisen in the ordinary course of our

business We do not expect the liability
if any resulting from these other matters to have material adverse effect on our consolidated

statement of financial position results of operations or cash flows We cannot predict with certainty the outcome or effect of any of the

litigation matters specifically described above or of any such other pending or threatened
litigation

There can be no assurance that our

beliefs or expectations as to the outcome or effect of any
lawsuit or other

litigation
matter will prove correct and the eventual outcome of

these matters could materially differ from managements current estimates

Environmental Matters

We have certain potential liabilities under the Comprehensive Environmental Response Compensation and Liability
Act

CERCLA and similar state acts regulating cleanup of various hazardous waste disposal sites including those described below

CERCLA is intended to expedite the remediation of hazardous substances without regard to fault Potentially responsible parties PRPs
for each site include present and former owners and operators of transporters to and generators of the substances at the site Liability is

strict and can be joint and several

We have been named as PRP in connection with site located in Santa Fe Springs California known as the Waste

Disposal Inc site We and other PRPs have agreed with the U.S EPA and the U.S Department of Justice DOJ to settle our potential

liabilities for this site by agreeing to perform the remaining remediation required by the EPA The form of the agreement is consent

decree which has been entered by the court The parties to the settlement have entered into participation agreement which makes us

liable for approximately eight percent of the remediation and related costs The remediation is complete and we believe our share of the

future operation and maintenance costs of the site is not material There are additional potential liabilities related to the site but these

cannot be quantified and we have no reason at this time to believe that they will be material
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One of our subsidiaries has been ordered by the California Regional Water Quality Control Board CRWQCB to develop

testing plan for site known as Campus 1000 Fremont in Alhambra California This site was formerly owned and operated by certain of

our subsidiaries It is presently owned by an unrelated party which has received an order to test the property We have also been advised

that one or more of our subsidiaries is
likely to be named by the EPA as PRP for the San Gabriel Valley Area Superfund site which

includes this property Testing has been completed at the property but no contaminants of concern were detected In discussions with

CRWQCB staff we were advised of their intent to issue us no further action letter but it has not yet been received Based on the test

results we would contest any potential liability We have no knowledge at this time of the potential cost of any remediation who else will

be named as PRPs and whether in fact any of our subsidiaries is responsible party The subsidiaries in question do not own any

operating assets and have limited
ability to respond to any liabilities

Resolutions of other claims by the EPA the involved state agency or PRPs are at various stages of investigation These

investigations involve determinations of

the actual responsibility attributed to us and the other PRPs at the site

appropriate investigatory and/or remedial actions and

allocation of the costs of such activities among the PRPs and other site users

Our ultimate financial responsibility in connection with those sites may depend on many factors including

the volume and nature of material if any contributed to the site for which we are responsible

the numbers of other PRPs and their financial
viability and

the remediation methods and technology to be used

It is difficult to quantify with certainty the potential cost of these environmental matters particularly in respect of remediation

obligations Nevertheless based upon the information currently available we believe that our ultimate liability arising from all

environmental matters including the
liability for all other related pending legal proceedings asserted legal claims and known potential legal

claims which are likely to be asserted is adequately accrued and should not have material effect on our financial position or ongoing
results of operations Estimated costs of future expenditures for environmental remediation obligations are not discounted to their present

value

Contamination litigationOn July 11 2005 one of our subsidiaries was served with lawsuit filed on behalf of three

landowners in Louisiana in the 12th Judicial District Court for the Parish of Avoyelles State of Louisiana The lawsuit named 19 other

defendants all of which were alleged to have contaminated the
plaintiffs property with naturally occurring radioactive material produced

water drilling fluids chlorides hydrocarbons heavy metals and other contaminants as result of oil and gas exploration activities

Experts retained by the
plaintiffs issued report suggesting significant contamination in the area operated by the subsidiary and another

codefendant and claimed that over $300 million would be required to properly remediate the contamination The experts retained by the

defendants conducted their own investigation and concluded that the remediation costs would amount to no more than $2.5 million

The plaintiffs and the codefendant threatened to add GlobalSantaFe as defendant in the lawsuit under the single business

enterprise doctrine contained in Louisiana law The single business enterprise doctrine is similar to corporate veil piercing doctrines On

August 16 2006 our subsidiary and its immediate parent company each of which is an entity that no longer conducts operations or holds

assets filed voluntary petitions for relief under Chapter 11 of the U.S Bankruptcy Code in the U.S Bankruptcy Court for the District of

Delaware Later that day the
plaintiffs dismissed our subsidiary from the lawsuit Subsequently the codefendant filed various motions in

the lawsuit and in the Delaware bankruptcies attempting to assert alter ego and single business enterprise claims against GlobalSantaFe

and two other subsidiaries in the lawsuit The efforts to assert alter ego and single business enterprise theory claims against

GlobalSantaFe were rejected by the Court in Avoyelles Parish and the lawsuit against the other defendant went to trial on February 19
2007 This lawsuit was resolved at trial with settlement by the codefendant that included $20 million payment and certain cleanup
activities to be conducted by the codefendant

The codefendant sought to dismiss the bankruptcies In addition the codefendant filed proofs of claim against both our

subsidiary and its parent with regard to its claims arising out of the settlement of the lawsuit On February 15 2008 the Bankruptcy Court

denied the codefendants request to dismiss the bankruptcy case but modified the automatic stay to allow the codefendant to proceed on

its claims against the debtors our subsidiary and its parent and their insurance companies The codefendant subsequently filed suit

against the debtors and certain of its insurers in the Court of Avoyelles Parish to determine their liability for the settlement

The codefendant filed Notice of Appeal of the rulings of the Bankruptcy Court GlobalSantaFe and its two subsidiaries also

filed Notices of Appeal to the U.S District Court for the District of Delaware On January 27 2009 the codefendants appeal was granted

by the District Court and the bankruptcy case was remanded to the Bankruptcy Court with instructions to have the case dismissed On

February 10 2009 the Bankruptcy Court entered an order dismissing the bankruptcy case The debtors GlobalSantaFe and the two

subsidiaries have filed Notices of Appeal of the District Courts ruling with the U.S Court of Appeals for the Third Circuit On February 18

2009 the District Court stayed its ruling which instructed the Bankruptcy Court to dismiss the case The appeal was heard on

September 14 2009 On December 22 2009 the Court of Appeals affirmed the ruling of the District Court On January 2010 we

petitioned the Third Circuit for rehearing of that ruling On January 27 2010 the Third Circuit declined the petitions for rehearing
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We believe that these legal theories should not be applied against GlobalSantaFe or these other two subsidiaries and that in any

event the manner in which the parent and its subsidiaries conducted their businesses does not meet the requirements of these theories for

imposition of
liability

Our subsidiary its parent and GlobalSantaFe intend to continue to vigorously defend against any action taken in an

attempt to impose liability against them under the theories discussed above or otherwise and believe they have good and valid defenses

thereto We do not believe that these claims will have material impact on our consolidated statement of financial position results of

operations or cash flows

ITEM Submission of Matters to Vote of Security Holders

The Company did not submit any matter to vote of its security holders during the fourth quarter of 2009

Executive Officers of the Registrant

We have included the following information presented as of December 31 2009 on our executive officers in Part of this report

in reliance on General Instruction to Form 10-K The officers of the Company are elected annually by the board of directors There is

no family relationship between any of the executive officers named below

Age as of

Officer Office February 24 2010

Robert Long Chief Executive Officer

64

Steven Newman President
45

Arnaud A.Y Bobillier Executive Vice President Assets
54

Eric Brown Senior Vice President General Counsel and Assistant Corporate Secretary
58

Cheryl Richard Senior Vice President Human Resources and Information Technology
53

Ricardo Rosa Senior Vice President and Chief Financial Officer
53

Ihab Toma Senior Vice President Marketing and Planning
47

John Briscoe Vice President and Controller
52

Robert Long will retire as Chief Executive Officer and resign as member of the board of directors effective February 28 2010 The board of

directors has named Steven Newman to succeed Mr Long upon his retirement Mr Newman will be nominated at our 2010 annual general

meeting of shareholders as candidate for election as member of the board of directors for three-year term

Effective March 2010 Arnaud A.Y Bobillier will temporarily perform the functions of principal operating officer while the Company considers

alternatives

Effective September 20O9 Ricardo Rosa succeeded Gregory Cauthen as Senior Vice President and Chief Financial Officer

Robert Long is Chief Executive Officer and member of the board of directors of the Company Mr Long has served as Chief

Executive Officer of the Company and member of the board of directors since October 2002 Mr Long served as President of the

Company from December 2001 to October 2006 Mr Long served as Chief Financial Officer of the Company from August 1996 until

December2001 Mr Long served as Senior Vice President of the Company from May 1990 until the time of the Sedco Forex merger at

which time he assumed the position of Executive Vice President Mr Long also served as Treasurer of the Company from

September 1997 until March 2001 Mr Long has been employed by the Company since 1976 and was elected Vice President in 1987

Steven Newman is President of the Company Mr Newman has served as President since May 2008 Mr Newman also

served as Chief Operating Officer from May 2008 to November 2009 From November 2007 until May 2008 Mr Newman served as

Executive Vice President Performance leading the Companys three business units and focusing on customer service delivery and

performance improvement across the companys worldwide fleet He previously served in senior management roles including Executive

Vice President and Chief Operating Officer from October 2006 to November 2007 Senior Vice President of Human Resources and

Information Process Solutions from May 2006 to October 2006 Senior Vice President of Human Resources Information Process Solutions

and Treasury from March 2005 until May 2006 and Vice President of Performance and Technology from August 2003 until March 2005

He also has served as Regional Manager for the Asia and Australia Region and in international field and operations management

positions including Project Engineer Rig Manager Division Manager Region Marketing Manager and Region Operations Manager

Mr Newman joined the Company in 1994 in the Corporate Planning Department

Arnaud A.Y Bobillier is Executive Vice President Assets of the Company Before being named to his current position in

March 2008 Mr Bobillier served as Senior Vice President of the Companys Europe and Africa Unit which covers offshore drilling

operations in 15 countries from January 2008 to March 2008 Previously Mr Bobillier served as Vice President of the Companys Europe

and Africa unit from May 2005 to January 2008 He also served as Regional Manager for the Europe and Africa Region from

January 2004 to May 2005 From September 2001 to January 2004 Mr Bobillier served as Regional Manager for the Companys West

Africa Region He began his career with predecessor company in 1980 and has served in various management positions in several

countries including the U.S France Saudi Arabia Indonesia Congo Brazil South Africa and China
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Eric Brown is Senior Vice President General Counsel and Assistant Corporate Secretary of the Company Mr Brown has
served as General Counsel of the Company since February 1995 and served as Corporate Secretary of the Company from
September 1995 until October 2007 He held the position of Vice President from February 1995 to February 2001 when he assumed the

position of Senior Vice President Prior to assuming his duties with the Company Mr Brown served as General Counsel of Coastal Gas
Marketing Company

Cheryl Richard is Senior Vice President Human Resources and Information Technology of the Company Ms Richard
served as Senior Vice President Human Resources of GlobalSantaFe from June 2003 until the Merger in November 2007 when she
assumed her current position Ms Richard was Vice President Human Resources with Chevron Phillips Chemical Company from 2000 to

June 2003 prior to which she served in variety of positions with
Phillips Petroleum Company now ConocoPhillips including operational

commercial and international positions

Ricardo Rosa is Senior Vice President and Chief Financial Officer of the Company Before being named to his current

position in September 2009 Mr Rosa served as Senior Vice President of the Companys Europe and Africa Unit which covers offshore

drilling operations in 15 countries from April 2008 to August 2009
Previously Mr Rosa served as Senior Vice President of the Asia and

Pacific Unit from January 2008 to March 2008 He also served as served as the Vice President of the Asia and Pacific Unit from May 2005
to December 2007 and the Regional Manager for the Asia Region from June 2003 to April 2005 Mr Rosa also served as Vice President
and Controller from December 1999 to May 2003 Beginning in September 1995 Mr Rosa was Controller of Sedco Forex Holdings
Limited one of our predecessor companies Having previously held various financial positions in operating subsidiaries of

Schlumberger Ltd Mr Rosa started his career with six years in public accounting in the U.K and Brazil with PricewaterhouseCoopers

Ihab Toma is Senior Vice President Marketing and Planning of the Company Before being named to his current position in

August 2009 Mr Toma served as Vice President Sales and Marketing for Europe Africa and Caspian for Schiumberger Oilfield Services
from April 2006 to August 2009 Previously Mr Toma led Schlumbergers information solutions business in various capacities including
Vice President Sales and Marketing from 2004 to April 2006 prior to which he served in variety of positions with Schlumberger Ltd
including President of Information Solutions Vice President of Information Management and Vice President of Europe Africa and CIS
Operations He started his career with Schlumberger in 1986

John Briscoe is Vice President and Controller of the Company Before being named to his current position in October 2007
Mr Briscoe served as Vice President Audit and Advisory Services from June 2007 to October 2007 and Director of Investor Relations and
Communications from January 2007 to June 2007 From June 2005 to January 2007 Mr Briscoe served as Finance Director for the

Companys North and South America Unit Prior to joining the Company in June 2005 Mr Briscoe served as Vice President of Accounting
for

Ferreligas Inc from July 2003 to June 2005 Vice President of Administration from June 2002 to July 2003 and Division Controller from
June 1997 to June 2002 Prior to working for Ferrellgas Mr Briscoe served as Controller for Latin America for Dresser Industries Inc
which has subsequently been acquired by Halliburton Inc Mr Briscoe started his career with seven years in public accounting beginning
with the firm of KPMG and ending with Ernst Young as an Audit Manager

AR-26



PART II

ITEM Market for Registrants Common Equity Related Shareholder Matters and Issuer Purchases of Equity

Securities

Market and share pricesOur shares are listed on the NYSE under the symbol RIG On February 16 2010 we announced

our intention to list our shares on the SIX in the second quarter of 2010 subject to the approval of the SIX Following such listing our

shares would continue to be listed on the NYSE The following table sets forth the high and low sales prices of our shares for the periods

indicated as reported on the NYSE Composite Tape including trading of the shares of Transocean Inc through December 16 2008 and

trading of the shares of Transocean Ltd after such date

Price

2009 2008

High Low High Low

First quarter 67.17 46.11 147.25 111.34

Second quarter 85.57 56.75 163.00 132.46

Third quarter 87.22 65 154.50 1C5.16

Fourth quarter 94.44 78.71 109.16 41.95

On February 19 2010 the last reported sales price of our shares on the NYSE Composite Tape was $85.12 per share On such

date there were 7323 holders of record of our shares and 321628110 shares outstanding

Shareholder mattersWe did not declare or pay cash dividend in either of the two most recent fiscal years On February 16

2010 we announced that our board of directors has decided to recommend that shareholders at our May 2010 annual general meeting

approve distribution in the form of par value reduction denominated in Swiss francs for an amount equivalent to approximately

U.S $1.0 billion or approximately U.S $3.11 per share based on the then current number of issued shares The Swiss franc equivalent

will be determined based on the exchange rate determined by us approximately two business days prior to the date of the 2010 annual

general meeting The distribution will if approved be paid in four installments with expected payment dates in July 2010 October 2010

January 2011 and April 2011 Distributions to shareholders in the form of reduction in par value of our shares are not subject to the

35 percent Swiss withholding tax Shareholders will be paid in U.S dollars converted using an exchange rate determined by us

approximately two business days prior to the payment date unless shareholders elect to receive the payment in Swiss francs

Any future declaration and payment of any cash distributions will depend on our results of operations financial condition

cash requirements and other relevant factors be subject to shareholder approval be subject to restrictions contained in our credit

facilities and other debt covenants and be subject to restrictions imposed by Swiss law including the requirement that sufficient

distributable profits from the previous year or freely distributable reserves must exist

In December 2008 Transocean Ltd completed the Redomestication Transaction In the Redomestication Transaction

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

16 million of its shares to Transocean Inc for future use to satisfy Transocean Ltd.s obligations to deliver shares in connection with

awards granted under our incentive plans warrants or other rights to acquire shares of Transocean Ltd The Redomestication Transaction

effectively changed the place of incorporation of our parent holding company from the Cayman Islands to Switzerland As result of the

Redomestication Transaction Transocean Inc became direct wholly owned subsidiary of Transocean Ltd In connection with the

Redomestication Transaction we relocated our principal executive offices to Vernier Switzerland

Swiss Tax Consequences to Shareholders of Transocean

The tax consequences discussed below are not complete analysis or listing
of all the possible tax consequences that may be

relevant to shareholders of Transocean Shareholders should consult their own tax advisors in respect of the tax consequences
related to

receipt ownership purchase or sale or other disposition of our shares and the procedures for claiming refund of withholding tax

Swiss Income Tax on Dividends and Similar Distributions

non-Swiss holder will not be subject to Swiss income taxes on dividend income and similar distributions in respect of our

shares unless the shares are attributable to permanent establishment or fixed place of business maintained in Switzerland by such

non-Swiss holder However dividends and similar distributions are subject to Swiss withholding tax See Swiss Withholding Tax
Distributions to Shareholders

Swiss Wealth Tax

non-Swiss holder will not be subject to Swiss wealth taxes unless the holders shares are attributable to permanent

establishment or fixed place of business maintained in Switzerland by such non-Swiss holder
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Swiss Capital Gains Tax upon Disposal of Shares

non-Swiss holder will not be subject to Swiss income taxes for capital gains unless the holders shares are attributable to

permanent establishment or fixed place of business maintained in Switzerland by such non-Swiss holder In such case the non-Swiss

holder is required to recognize capital gains or losses on the sale of such shares which will be subject to cantonal communal and federal

income tax

Swiss Withholding Tax Distributions to Shareholders

Swiss withholding tax of 35 percent is due on dividends and similar distributions to our shareholders from us regardless of the

place of residency of the shareholder subject to the exceptions discussed under Exemption from Swiss Withholding TaxDistributions

to Shareholders below We will be required to withhold at such rate and remit on net basis any payments made to holder of our

shares and pay such withheld amounts to the Swiss federal tax authorities Please see Refund of Swiss Withholding Tax on Dividends

and Other Distributions

Exemption from Swiss Withholding TaxDistributions to Shareholders

Under present Swiss tax law distributions to shareholders in relation to reduction of par value are exempt from Swiss

withholding tax Beginning on January 2011 distributions to shareholders out of qualifying additional paid-in capital for Swiss statutory

purposes are as matter of principle exempt from the Swiss withholding tax The particulars of this general principle are however subject

to regulations still to be promul9ated by the competent Swiss tax authorities On December31 2009 the aggregate amount of par value

and qualifying additional paid-in capital of our outstanding shares was 5.0 billion Swiss francs and 11 .4 billion Swiss francs respectively

which is equivalent to approximately U.S $4.8 billion and U.S $11.0 billion respectively at an exchange rate as of the close of trading on

December 31 2009 of U.S $1.00 to 1.04 Swiss francs Consequently we expect that substantial amount of any potential future

distributions may be exempt from Swiss withholding tax

Rerurchases of Shares

Under present Swiss tax law repurchases of shares for the purposes of capital reduction are treated as partial liquidation

subject to the 35 percent Swiss withholding tax However for shares repurchased for capital reduction the portion of the repurchase price

attributable to the par value of the shares repurchased will not be subject to the Swiss withholding tax Beginning on January 2011

subject to the adoption of implementing regulations and amendments to Swiss corporate law the portion of the repurchase price

attributable to the qualifying additional paid-in capital for Swiss statutory reporting purposes of the shares repurchased will also not be

subject to the Swiss withholding tax We would be required to withhold at such rate the tax from the difference between the repurchase

price and the related amount of par value and beginning on January 2011 subject to the adoption of implementing tax regulations the

related amount of qualifying additional paid-in capital We would be required to remit on net basis the purchase price with the Swiss

withholding tax deducted to holder of our shares and pay the withholding tax to the Swiss federal tax authorities

With respect to the refund of Swiss withholding tax from the repurchase of shares see Refund of Swiss Withholding Tax on

Dividends and Other Distributions below

In most instances Swiss companies listed on the SIX carry out share repurchase programs through second trading line on the

SIX Swiss institutional investors typically purchase shares from shareholders on the open market and then sell the shares on the second

trading line back to the company The Swiss institutional investors are generally able to receive full refund of the withholding tax Due

to among other things the time delay between the sale to the company and the institutional investors receipt of the refund the price

companies pay to repurchase their shares has historically been
slightly higher but less than one percent than the price of such

companies shares in ordinary trading on the SIX first trading line On February 16 2010 we announced our intention to list our shares on

the SIX in the second quarter of 2010 Should we complete the
listing

of our shares on the SIX we may repurchase such shares from

institutional investors who are generally able to receive full refund of the Swiss withholding tax via second trading line on the SIX

Alternatively in relation to the U.S market we may repurchase such shares using an alternative procedure pursuant to which we

repurchase such shares via virtual second trading line from market players in particular banks and institutional investors who are

generally entitled to receive full refund of the Swiss withholding tax If we complete the
listing

of our shares on the SIX there may not be

sufficient
liquidity

in our shares on the SIX to repurchase the amount of shares that we would like to repurchase using the second trading

line on the SIX In addition followingthe listing
of our shares on the SIX our ability

to use the virtual second trading line will be limited to

the share repurchase program currently approved by our shareholders and any use of the virtual second trading line with respect to

future share repurchase programs will require approval of the competent Swiss tax and other authorities We may not be able to

repurchase as many shares as we would like to repurchase for purposes of capital reduction on either the virtual second trading line or in

the future SIX second trading line without subjecting the selling shareholders to Swiss withholding taxes

The repurchase of shares for purposes other than for cancellation such as to retain as treasury shares for use in connection with

stock incentive plans convertible debt or other instruments within certain periods will generally not be subject to Swiss withholding tax

At our 2009 annual general meeng our shareholders approved release of qualifying additional paid-in-capital for Swiss

statutory purposes to other reserves for Swiss statutory purposes that is necessary for the possible repurchase of shares for

cancellation
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Refund of Swiss Withholding Tax on Dividends and Other Distributions

Swiss holdersA Swiss tax resident corporate or individual can recover the withholding tax in full if such resident is the

beneficial owner of our shares at the time the dividend or other distribution becomes due and provided that such resident reports the gross

distribution received on such residents income tax return or in the case of an entity includes the taxable income in such residents income

statement

Non-S wiss holders If the shareholder that receives distribution from us is not Swiss tax resident does not hold our shares

in connection with permanent establishment or fixed place of business maintained in Switzerland and resides in country that has

concluded treaty for the avoidance of double taxation with Switzerland for which the conditions for the application and protection of and

by the treaty are met then the shareholder may be entitled to full or partial
refund of the withholding tax described above The

procedures for claiming treaty refunds and the time frame required for obtaining refund may differ from country to country

Switzerland has entered into bilateral treaties for the avoidance of double taxation with respect to income taxes with numerous

countries including the U.S whereby under certain circumstances all or part of the withholding tax may be refunded

U.S residentsThe Swiss-U.S tax treaty provides that U.S residents eligible for benefits under the treaty can seek refund of

the Swiss withholding tax on dividends for the portion exceeding 15 percent leading to refund of 20 percent or 100 percent refund in

the case of qualified pension funds

As general rule the refund will be granted under the treaty if the U.S resident can show evidence of

beneficial ownership

U.S residency and

meeting the U.S.-Swiss tax treatys limitation on benefits requirements

The claim for refund must be filed with the Swiss federal tax authorities Eigerstrasse 65 3003 Berne Switzerland not later than

December 31 of the third year following the year
in which the dividend payments became due The relevant Swiss tax form is Form 82C

for companies 82E for other entities and 821 for individuals These forms can be obtained from any Swiss Consulate General in the U.S

or from the Swiss federal tax authorities at the above address Each form needs to be filled out in triplicate with each copy duly completed

and signed before notary public in the U.S Evidence that the withholding tax was withheld at the source must also be included

Stamp duties in relation to the transfer of sharesThe purchase or sale of our shares may be subject to Swiss federal stamp

taxes on the transfer of securities irrespective of the place of residency of the purchaser or seller if the transaction takes place through or

with Swiss bank or other Swiss securities dealer as those terms are defined in the Swiss Federal Stamp Tax Act and no exemption

applies in the specific case If purchase or sale is not entered into through or with Swiss bank or other Swiss securities dealer then no

stamp tax will be due The applicable stamp tax rate is 0.075 percent for each of the two parties to transaction and is calculated based

on the purchase price or sale proceeds If the transaction does not involve cash consideration the transfer stamp duty is computed on the

basis of the market value of the consideration

Issuer Purchases of Equity Securities

Total
Maximum Number

Number of Shares
or Approximate Dollar Value of

Total Number Average Purchased as Part of Publicly
Shares that May Yet Be Purchased

of Shares Price Paid Announced Plans or
Under the Plans or Programs

Period Purchased Per Share Programs in millions

October2009 1001 8521

November 2009 4432 85.21

December2009 5116 8303 _________________________

Total 10549 84.15
___________________________

Total number of shares purchased in the fourth quarter of 2009 consists of shares withheld by us in satisfaction of withholding taxes due upon the

vesting of share-based awards granted to our employees under our Long-Term Incentive Plan

In May 2009 at the annual general meeting of Transocean Ltd our shareholders approved and authorized our board of directors at its discretion to

repurchase an amount of our shares for cancellation with an aggregate purchase price
of up to 3.5 billion Swiss francs which is equivalent to

approximately U.S $3.2 billion at an exchange rate as of the close of trading on February 19 2010 of U.S $1.00 to 1.08 Swiss francs On

February 12 2010 our board of directors authorized our management to implement the share repurchase program
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ITEM Selected Financial Data

The selected financial data as of December 31 2009 and 2008 and for each of the three years in the period ended
December 31 2009 have been derived from the audited consolidated financial statements included in Item Financial Statements and

Supplementary Data The following data should be read in conjunction with Item Managements Discussion and Analysis of Financial

Condition and Results of Operations and the audited consolidated financial statements and the notes thereto included under Item

Financial Statements and Supplementary Data

Years ended December 31

2009 2008 2007 2006 2005

In millions except per share data

As adjusted

Statement of operations data

Operating revenues 11556 12674 6377 3882 2892

Operating income 4400 5357 3239 1641 720

Net income 3170 4029 3121 1385 716

Net income attributable to controlling interest 3181 4031 3121 1385 716

Earnings per share

Basic
9.87 12.63 14.58 6.31 3.12

Diluted 9.84 12.53 14.08 6.10 3.03

Balance sheet data at end of period

Total assets 36436 35182 34356 11476 10457

Debt due within one year 1868 664 6172 95 400

Long-term debt 9849 12893 10266 3203 1197

Total equity 20559 17167 13382 6836 7982

Other financial data

Cash providedby operating activities 5598 4959 3073 123.7 864

Cash provided by used in investing activities 2694 2196 5677 415 169

Cash provided by used in financing activities 2737 3041 3378 800 1039
Capital expenditures 3052 2208 1380 876 182

In November 2007 Transocean Inc wholly owned subsidiary and our former parent holding company reclassified each of its outstanding ordinary

shares by viay of scheme of arrangement under Cayman Islands law immediately followed by its

merger with GlobalSantaFe Corporation the
Merger We accounted for the reclassification as reverse stock split and dividend which requires restatement of historical weighted-average

shares outstanding and historical earnings per share for prior periods Per share amounts for all periods have been adjusted for the reclassification

We applied the purchase accounting method for the Merger and identified Transocean Inc as the acquirer in the business combination The
balance sheet data as of December31 2007 represents the consolidated statement of financial position of the combined company The statement

of operations and other financial data for the year ended December31 2007 include approximately one month of operating results and cash flows

for the combined
company Transocean Inc financed payments made in connection with the reclassification and merger with borrowings under

$15 billion bridge loan facility

In May 2005 and June 2005 respectively we completed the
public offering and sale of our remaining interest in TODCO former wholly-owned

subsidiary pursuant to Rule 144 under the Securities Act of 1933 as amended respectively referred to as the May Offering and the June Sale
Following our initial and subsequent public offerings in the year ended December 31 2004 we accounted for our remaining investment in TODCO
using the equity method of accounting Following the May Offering we accounted for our investment in TODCO using the cost method of

accounting As result of the June Sale we no longer own any shares of TODCO common stock

Historical amounts have been adjusted to reflect our retrospective application of the accounting standards updates related to convertible debt

instruments that may be settled in cash upon conversion ii noncontrolling interests in subsidiaries and
iii earnings per share calculations

considering participating securities
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ITEM Managements Discussion and Analysis of Financial Condition and Results of Operations

The following information should be read in conjunction with the information contained in Item Business Item 1A Risk

Factors and the audited consolidated financial statements and the notes thereto included under Item Financial Statements and

Supplementary Data elsewhere in this annual report

Overview

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or our is leading international provider of offshore contract drilling services for oil and gas wells As of

February 2010 we owned had
partial ownership interests in or operated 138 mobile offshore drilling units As of this date our fleet

consisted of 44 High-Specification Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and driliships

26 Midwater Floaters 10 High-Specification Jackups 55 Standard Jackups and three Other Rigs In addition we had five Ultra-Deepwater

Floaters under construction

We operate in two reportable segments contract drilling
services and other operations Contract drilling services our

primary business involves contracting our mobile offshore
drilling fleet related equipment and work crews primarily on dayrate basis to

drill oil and gas wells We believe our drilling
fleet is one of the most modern and versatile fleets in the world consisting of floaters

jackups and other rigs used in support of offshore drilling
activities and offshore support services on worldwide basis We specialize in

technically demanding regions of the offshore drilling business with particular focus on deepwater and harsh environment drilling

services

Our contract drilling operations are geographically dispersed in oil and gas exploration and development areas throughout the

world Although rigs can be moved from one region to another the cost of moving rigs
and the availability of rig-moving vessels may

cause the supply and demand balance to fluctuate somewhat between regions Still significant variations between regions do not tend to

persist long term because of
rig mobility Our fleet operates in single global market for the provision of contract drilling

services The

location of our rigs and the allocation of resources to build or upgrade rigs are determined by the activities and needs of our customers

The other operations segment includes drilling management services and oil and gas properties Drilling management services

are provided through Applied Drilling Technology Inc our wholly owned subsidiary and through ADT International division of one of our

U.K subsidiaries together ADTI ADTI provides oil and gas drilling management services on either dayrate basis or completed-

project fixed-price or turnkey basis as well as drilling engineering and drilling project management services Our oil and gas properties

consist of exploration development and production activities carried out through Challenger Minerals Inc and Challenger Minerals North

Sea Limited together CMI our oil and gas
subsidiaries

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among

Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized

under the laws of the Cayman Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Cayman Islands law with Transocean Cayman Ltd with Transocean Inc as the surviving

company the Redomestication Transaction In the Redomestication Transaction Transocean Ltd issued one of its shares in exchange

for each ordinary share of Transocean Inc In addition Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to

satisfy Transocean Ltd.s obligations to deliver shares in connection with awards granted under our incentive plans or other rights to

acquire shares of Transocean Ltd The Redomestication Transaction effectively changed the place of incorporation of our parent holding

company from the Cayman Islands to Switzerland As result of the Redomestication Transaction Transocean Inc became direct

wholly owned subsidiary of Transocean Ltd In connection with the Redomestication Transaction we relocated our principal executive

offices to Vernier Switzerland

Significant Events

Distribution recommendationOn February 16 2010 we announced that our board of directors has decided to recommend

that shareholders at our May 2010 annual general meeting approve distribution in the form of par value reduction denominated in

Swiss francs for an amount equivalent to approximately U.S $1.0 billion or approximately U.S $3.11 per share based on the current

number of issued shares payable in four installments See Liquidity and Capital ResourcesSources and Uses of Liquidity

Distribution recommendation

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authorized our

board of directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase price of up to

3.5 billion Swiss francs which is equivalent to approximately U.S $3.2 billion at an exchange rate as of the close of trading on

February 19 2010 of U.S $1.00 to 1.08 Swiss francs On February 12 2010 our board of directors authorized our management to

implement the share repurchase program See Liquidity and Capital ResourcesSources and Uses of LiquidityShare repurchase

program
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Fleet expansionWe have recently completed construction of seven Ultra-Deepwater newbuilds and each has departed the

shipyard As of February 2010 five of these units had been accepted by their respective customers and commenced their respective

contracts See Outlook

ImpairmentsDuring 2009 we recorded impairment losses of $334 million of which $279 million was associated with

GSF Arctic/I and GSFArctic IV which were classified as held for sale until these
rigs were sold in January 2010 Additionally we

recorded impairment losses of $49 million and $6 million related to customer relationships and trade name respectively associated with

our
drilling management services reporting unit These impairments were due primarily to the global economic downturn and depressed

commodity prices

Debt repaymentsIn March 2008 Transocean Inc entered into term credit facility under the Term Credit Agreement dated
March 13 2008 the Term Loan and borrowed $1925 billion under the facility In April 2008 Transocean Inc borrowed an additional

$75 million increasing the borrowings under this
facility

to $2.0 billion the maximum allowed under the Term Loan During the year ended
December 31 2009 we repaid the outstanding borrowings and terminated the Term Loan In addition we repurchased $901 million

aggregate principal amount of the 1.625% Series Convertible Senior Notes for an aggregate cash purchase price of $865 million See

Liquidity and Capital ResourcesSources and Uses of Liquidity

Exchange listingOn February 16 2010 we announced our intention to list our shares on the SIX in the second quarter of

2010 subject to the approval of the SIX We will continue to list our shares on the New York Stock Exchange

Outlook

Drilling marketWe believe the economic downturn and lower oil and gas prices having fallen from the historical highs

experienced in 2008 have led to diminished demand for jackups midwater and moored deepwater units resulting in lower utilization levels

for these classes of assets Still we expect market utilization to stabilize over the next few quarters although possibly at lower levels than

those of 2008 due to recent stability in oil and gas prices and the credit markets In addition we expect this
stability to result in improved

contracting opportunities for our High-Specification Floater fleet during 2010 However we cannot be certain of the effect that the

uncontracted capacity in 2010 and 2011 from newbuilds and existing units in the market could have on utilization for our High-Specification

Floater fleet Consequently we do not believe that the increased tendering will lead to corresponding increase in dayrates or to return

to the highs experienced in 2008 in the nearterm See Item IA Risk Factors for discussion of some of the risks associated with

continued decline in commodity prices and an extended worldwide economic downturn

As of February 2010 our contract backlog has declined to $30.4 billion compared to $32.2 billion as of November 2009 and

$39.8 billion as of December 31 2008 Although we are currently engaged in advanced discussions with customers on several additional

opportunities our backlog may continue to decline if we are unable to obtain new contracts for our rigs that sufficiently replace existing

backlog as it is consumed over time

Fleet statusThe uncommitted fleet rate is the number of uncommitted days as percentage of the total number of available

rig calendar days in the period As of February 2010 the uncommitted fleet rates for the remainder of 2010 2011 2012 and 2013 are

as follows

Years ending December31

Uncommitted fleet rate 2010 2011 2012 2013

High-Specification Floaters .9% 25% 42% 51%
Midwater Floaters 33% 73% 84% 95%

High-Specification Jackups 64% 86% 90% 100%

StandardJackups 61% 80% 94% 98%

We have 11 existing contracts with fixed-price or capped options and given current market conditions we expect that number
of these options will not be exercised by our customers in 2010 Well-in-progress or similar provisions of our existing contracts may delay

the start of higher dayrates in subsequent contracts and some of the delays could be significant

High-Specification FloatersOur Ultra-Deepwater Floater fleet is
fully

contracted for 2010 and we recently contracted one of our

Deepwater Floaters that was available in 2011 for three-year period Recent subletting of our High-Specification Floater fleet had

minimal impact on our operations in 2009 but we cannot be certain of the impact on our operations in 2010 and beyond

As of February 2010 we had 42 of our 49 current and future High-Specification Floaters contracted through the end of 2010
with 31 including all of our newbuilds contracted beyond 2011 These 42 units also include all of our Ultra-Deepwater Floaters We
believe the continued exploration successes in the deepwater offshore provinces will foster significant demand and should support our

long-term positive outlook for our High-Specification Floater fleet
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Midwater FloatersFor our Midwater Floater fleet which includes 26 semisubmersible rigs near-term customer interest has

remained steady and in line with the previous quarter Market utilization for this fleet however may face challenges from the deepwater

moored floaters coming available in 2010 and potentially competing in the midwater floater market due to the lack of current opportunities

in the deepwater market Tenders for our Midwater Floaters are generally shorter in duration resulting in these units working on well-to-

well programs Sixty-nine percent of our Midwater Floater fleet is committed to contracts that extend into the second quarter of 2010

Although we have six stacked Midwater Floaters we believe the recent increased tendering activity could result in few units being

extended or returned to work in the second half of 2010

High-Specification Jackups and Standard JackupsWe continue to experience weakness in the jackup market Considering the

number of units currently stacked and the number of newbuild units expected to enter the market without customer contracts and the

absence of corresponding increase in customer demand we expect near-term dayrates for our jackup fleet to decline as contracts are

renewed or completed As of February 2010 we had three of our 10 High-Specification Jackups and 22 of our 55 Standard Jackups

stacked Although we have two High-Specification Jackups and 10 Standard Jackups completing their current contracts in the first quarter

of 2010 the continued increase in tendering activity may result in the extension of these contracts or reactivation of few of our stacked

units in the second half of 2010

Operating resultsKey measures of our results of operations and financial condition are as follows

Years ended December 31

2009 2008 Change

In millions except average daily revenue

and percentages

As adjusted

Average daily revenue ab 271400 240300 31100

Utilization bc 80% 90% n/a

Statement of operations data

Operating revenues 11556 12674 1118

Operating and maintenance expenses 5140 5355 215

Operating income 4400 5357 957

Net income attributable to controlling interest 3181 4031 850

Balance sheet data at end of period

Cash and cash equivalents 1130 963 167

Total assets 36436 35182 i254

Total debt 11717 13557 1840

n/a means not applicable

Average daily revenue is defined as contract drilling revenue earned per revenue earning day revenue earning day is defined as day for which

rig earns dayrate after commencement of operations Stacking rigs such as Midwater Floaters High-Specification Jackups and Standard

Jackups has the effect of increasing the average daily revenue since these rig types are typically contracted at lower dayrates compared to the

High-Specification Floaters

Calculation excludes results for Joides Resolution drillship engaged in scientific geological coring activities that is owned by an unconsolidated

joint
venture in which we have 50 percent interest and for which we apply the equity method of accounting

Utilization is the total actual number of revenue earning days as percentage of the total number of calendar days in the period Idle and stacked

rigs are included in the calculation and reduce the utilization rate to the extent these rigs are not earning revenues Newbuilds are included in the

calculation upon acceptance by the customer

Resulting from the market pressures experienced in the year ended December 31 2009 our revenues declined relative to those

recognized in the prior year This decline was partially offset by revenues from the commencement of operations of five of our newbuild

units Similarly decreased operating activity resulted in decline in our operating and maintenance expenses for the same period

compared to the prior year period which was partially offset by costs associated with the commencement of operations of five of our

newbuild units As of December 31 2009 we had reduced our total debt compared to December 31 2008 considering repayments of

borrowings under the Term Loan reduced borrowings under our commercial paper program and repurchases of the 1.625% Series

Convertible Senior Notes see Liquidity and Capital ResourcesSources and Uses of Liquidity

For the year ending December 31 2010 we expect our total revenues to decline
slightly compared to 2009 The reduction is

primarily caused by reduced drilling activity associated with stacked and idle rigs and reduced operating activity associated with our

integrated services However we expect the decrease in revenue to be
partially

offset by full year of
drilling operations of our newbuilds
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delivered in 2009 the commencement of drilling operations of four additional newbuilds to be delivered in 2010 and increased operating

activities of our other operations segment

We expect our total operating and maintenance costs for 2010 to be in line with operating and maintenance costs for 2009

primarily due to full year of drilling operations of our newbuilds delivered in 2009 the commencement of drilling operations of additional

newbuilds to be delivered in 2010 an increase in planned shipyard and maintenance project costs and an increase in operating activities

of our other operations segment These increases are mostly offset by stacked and idle rigs and reduced integrated services activity Our

projected operating and maintenance costs for 2010 remain uncertain and could be impacted by the actual level of
activity as well as other

factors

Insurance mattersWe periodically evaluate our hull and machinery and third-party liability
insurance limits and self-insured

retentions Effective May 2009 we renewed our hull and machinery and third-party liability insurance coverages with provisions similar

to previous policies Subject to large self-insured retentions we carry hull and machinery insurance covering physical damage to the
rigs

for operational risks worldwide and we carry liability insurance covering damage to third parties However we do not generally have

commercial market insurance coverage for physical damage losses including liability
for removal of wreck expenses to our rigs due to

named windstorms in the U.S Gulf of Mexico and war perils
worldwide Additionally we do not carry insurance for loss of revenue except

on Dhirubhai Deepwater KGI and Dhirubhai Deepwater KG2 with respect to which loss of revenue coverage is contractually required

Also for our subsidiaries ADTI and CMI we generally self-insure operators extra expense coverage This coverage provides protection

against expenses related to well control and redrill liability associated with blowouts Generally ADTIs customers assume and indemnify

ADTI for liability associated with blowouts in excess of $50 million In the opinion of management adequate accruals have been made

based on known and estimated losses related to such exposures

Tax mattersWe are Swiss corporation and we operate through our various subsidiaries in number of countries throughout

the world Our tax provision is based upon and subject to changes in the tax laws regulations and treaties in effect in and between the

countries in which our operations are conducted and income is earned Our effective tax rate for financial reporting purposes fluctuates

from year to year as our operations are conducted in different taxing jurisdictions change in the tax laws treaties or regulations in any

of the countries in which we operate or in which we are incorporated or resident could result in higher or lower effective tax rate on our

worldwide earnings and as result could have material effect on our financial results

Our income tax return filings
in the major jurisdictions in which we operate worldwide are generally subject to examination for

periods ranging from three to six years We have agreed to extensions beyond the statute of limitations in three major jurisdictions for up

to 15 years Tax authorities in certain jurisdictions are examining our tax returns and in some cases have issued assessments We are

defending our tax positions in those jurisdictions While we cannot predict or provide assurance as to the final outcome of these

proceedings we do not expect the ultimate liability to have material adverse effect on our consolidated statement of financial position or

results of operations although it may have material adverse effect on our consolidated cash flows

With respect to our 2004 and 2005 U.S federal income tax returns the U.S tax authorities have withdrawn all of their previously

proposed tax adjustments except claim regarding transfer pricing for certain charters of drilling rigs between our subsidiaries reducing

the total proposed adjustment to approximately $79 million exclusive of interest We believe an unfavorable outcome on this assessment

with respect to 2004 and 2005 activities would not result in material adverse effect on our consolidated financial position results of

operations or cash flows If the authorities were to continue to pursue this position with respect to subsequent years and were successful

in such assertion our effective tax rate on worldwide earnings with respect to years following 2005 could increase substantially and our

earnings and cash flows from operations could be materially and adversely affected Although we believe the transfer pricing for these

charters is materially correct we have been unable to reach resolution with the tax authorities and we expect the matter to proceed to

litigation

The U.S tax authorities original assessment also asserted that one of our key subsidiaries maintains permanent establishment

in the U.S and is therefore subject to U.S taxation on certain earnings effectively connected to such U.S business In November 2009

we were notified that this position was withdrawn by the U.S tax authorities If the authorities were to continue to pursue this position with

respect to years following 2005 and were successful in such assertion our effective tax rate on worldwide earnings with respect to those

years could increase substantially and our earnings and cash flows from operations could be materially and adversely affected We

believe our returns are materially correct as filed and we will continue to vigorously defend against any such claim

In October 2009 we received verbal notification from the U.S tax authorities of potential adjustments related to series of

restructuring transactions that occurred between 2001 and 2004 but we have not received formal assessment or notification that

formal assessment will be issued These restructuring transactions ultimately resulted in the disposition of our TODCO entity in 2004 We

believe that our tax returns are materially correct as filed and we will vigorously defend against any potential claim

Norwegian civil tax and criminal authorities are investigating various transactions undertaken by our subsidiaries in 2001 and

2002 as well as the actions of our former external advisors on these transactions The authorities issued tax assessments of

approximately $269 million plus interest related to certain restructuring transactions approximately $71 million plus interest related to

2001 dividend payment approximately $5 million plus interest related to foreign exchange deductions and approximately $2 million plus

interest related to dividend withholding tax We plan to appeal these tax assessments We may be required to provide some form of
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financial security in an amount up to $736 million including interest and penalties for these assessed amounts as this dispute is appealed

and addressed by the Norwegian courts Furthermore the authorities have also issued notification of their intent to issue tax

assessment of approximately $173 million plus interest related to the migration of subsidiary that was previously subject to tax in

Norway The authorities have indicated that they plan to seek penalties of 60 percent on all matters We have and will continue to

respond to all information requests from the Norwegian authorities We plan to vigorously contest any assertions by the Norwegian

authorities in connection with the various transactions being investigated

During the year ended December 31 2009 our long-term liability for unrecognized tax benefits related to these Norwegian tax

issues increased by $35 million to $181 million due to the accrual of interest and exchange rate fluctuations While we cannot predict or

provide assurance as to the final outcome of these proceedings we do not expect the ultimate resolution of these matters to have

material adverse effect on our consolidated financial position or results of operations although it may have material adverse effect on our

consolidated cash flows

Certain of our Brazilian income tax returns for the years 2000 through 2004 are currently under examination The Brazil tax

authorities have issued tax assessments totaling $114 million plus 75 percent penalty of $86 million and interest of $99 million through

December 31 2009 We believe our returns are materially correct as filed and we are vigorously contesting these assessments We filed

protest letter with the Brazilian tax authorities on January 25 2008 and we are currently engaged in the appeals process

See Notes to Consolidated Financial StatementsNote 7Income Taxes

Regulatory mattersIn June 2007 GlobalSantaFes management retained outside counsel to conduct an internal investigation

of its Nigerian and West African operations focusing on brokers who handled customs matters with respect to its affiliates operating in

those jurisdictions and whether those brokers have fully complied with the U.S Foreign Corrupt Practices Act FCPA and local laws

GlobalSantaFe commenced its investigation following announcements by other oilfield service companies that they were independently

investigating the FCPA implications of certain actions taken by third parties in respect of customs matters in connection with their

operations in Nigeria as well as another companys announced settlement implicating third party handling customs matters in Nigeria In

each case the customs broker was reported to be Panalpina Inc which GlobalSantaFe used to obtain temporary import permits for its rigs

operating offshore Nigeria GlobalSantaFe voluntarily disclosed its internal investigation to the U.S Department of Justice the DOJ and

the Securities and Exchange Commission SEC and at their request expanded its investigation to include the activities of its customs

brokers in certain other African countries The investigation is focusing on whether the brokers have fully complied with the requirements

of their contracts local laws and the FCPA and GlobalSantaFes possible involvement in any inappropriate or illegal conduct in connection

with such brokers In late November 2007 GlobalSantaFe received subpoena from the SEC for documents related to its investigation

In addition the SEC advised GlobalSantaFe that it had issued formal order of investigation After the completion of the merger with

GlobalSantaFe outside counsel began formally reporting directly to the audit committee of our board of directors Our legal

representatives are keeping the DOJ and SEC apprised of the scope
and details of their investigation and producing relevant information in

response to their requests

On July 25 2007 our legal representatives met with the DOJ in response to notice we received requesting such meeting

regarding our engagement of Panalpina Inc for freight forwarding and other services in the U.S and abroad The DOJ informed us that it

was conducting an investigation of alleged FCPA violations by oil service companies who used Panalpina Inc and other brokers in Nigeria

and other parts of the world We developed an investigative plan which has continued to be amended and which would allow us to review

and produce relevant and responsive information requested by the DOJ and SEC The investigation was expanded to include one of our

agents for Nigeria This investigation and the legacy GlobalSantaFe investigation are being conducted by outside counsel who reports

directly to the audit committee of our board of directors The investigation has focused on whether the agent and the customs brokers

have fully complied with the terms of their respective agreements the FCPA and local laws and the companys and its employees possible

involvement in any inappropriate or illegal conduct in connection with such brokers and agent Our outside counsel has coordinated their

efforts with the DOJ and the SEC with respect to the implementation of our investigative plan including keeping the DOJ and SEC

apprised of the scope and details of the investigation and producing relevant information in response to their requests The SEC has also

now issued formal order of investigation in this case and issued subpoena for further information including information related to the

U.S Treasury Departments Office of Foreign Assets Control OFAC investigation described below

Our internal compliance program has detected potential violation of U.S sanctions regulations in connection with the shipment

of goods to our operations in Turkmenistan Goods bound for our rig in Turkmenistan were shipped through Iran by freight forwarder

Iran is subject to number of economic regulations including sanctions administered by OFAC and comprehensive restrictions on the

export and re-export of U.S-origin items to Iran Iran has been designated as state sponsor of terrorism by the U.S State Department

Failure to comply with applicable laws and regulations relating to sanctions and export restrictions may subject us to criminal sanctions and

civil remedies including fines denial of export privileges injunctions or seizures of our assets See Item 1A Risk FactorsOur non-U.S

operations involve additional risks not associated with our U.S operations We have self-reported the potential violation to OFAC and

retained outside counsel who conducted an investigation of the matter and submitted report to OFAC

We are continuing to cooperate with the DOJ SEC and OFAC We expect these investigations will continue to result in the

incurrence of significant legal fees and related expenses as well as involve significant management time We cannot predict the ultimate
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outcome of these investigations the total costs to be incurred in completing the investigations the potential impact on personnel the effect

of implementing any further measures that may be necessary to ensure full compliance with applicable laws or to what extent if at all we
could be subject to fines sanctions or other penalties In response to these investigations we have implemented measures to strengthen

and expand our compliance program and training

In addition from time to time we receive inquiries from governmental regulatory agencies regarding our operations around the

world including inquiries with respect to types of matters similar to those described above To the extent appropriate under the

circumstances we investigate such matters respond to such inquiries and cooperate with the regulatory agencies Although we are

unable to predict the outcome of any of these matters we do not expect the liability if any resulting from these inquiries to have material

adverse effect on our consolidated statement of financial position results of operations or cash flows

Performance and Other Key Indicators

Contract backlogThe following table presents our contract backlog including firm commitments only for our contract drilling

services segment as of December 31 2009 and 2008 Firm commitments are represented by signed drilling contracts or in some cases
by other definitive agreements awaiting contract execution Our contract backlog is calculated by multiplying the full contractual operating

dayrate by the number of days remaining in the firm contract period excluding revenues for mobilization demobilization and contract

preparation or other incentive provisions which are not expected to be significant to our contract
drilling revenues The contractual

operating dayrate may be higher than certain other rates included in the contract such as waiting-on-weather rate repair rate or force

majeure rate

December31

2009 2008

Contract backlog In millions

High-Specification Floaters
25704 29770

Midwater Floaters
3412 5801

High-Specificatioh Jàckups 374 507

Standard Jackups 1601 3568

Other Rigs 80 107

Total
31171 39753

The firm commitments that comprise the contract backlog for our contract
drilling services segment as of December 31 2009 are

presented in the following table along with the associated
average contractual dayrates The actual amounts of revenues earned and the

actual peods during which revenues are earned will differ from the amounts and periods shown in thetables below due to various factors

including shipyard and maintenance projects unplanned downtime and other factors that result in lower applicable dayrates than the full

contractual operating dayrate Additional factors that could affect the amount and timing of actual revenue to be recognized and timing

include customer
liquidity issues and contract terminations which are available to our customers under certain circumstances The

contract backlog average contractual dayrate is defined as the contracted operating dayrate to be earned per revenue earning day in the

period revenue earning day is defined as day for which
rig earns dayrate during the firm contract period after commencement of

operations

For the years ending December 31

Total 2010 2011 2012 2013 Thereafter

Contract backlog In millions except average dayrates

High-Specification Floaters 25704 6258 6219 4776 4104 4347

Midwater Floaters 3412 1894 735 438 118 227

High-Specification Jackups 374 223 84 65

Standard Jackups 1601 935 462 135 34 35

Other Rigs 80 28 26 26

Total contract backlog 31171 9338 7526 5440 4258 4609

Average contractual dayrates Total 2010 2011 2012 2013 Thereafter

High-Specificaon Floaters 465000 448000 479000 482000 480000 441000

Midwater Floaters
337000 344000 366000 338000 261000 265000

High-Specification Jackups 168000 166000 162000 185000 185000

Standard Jackups 130000 141000 128000 109000 84000 78000

Other Rigs ooo 73000 73000 73000

Total fleet average 385000 335000 $386000 414000 452000 413000
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486200

346600

405800

425900

325100

175100

147300

72300

295700

91%

88%

83%

89%

69%

53%

57%

50%

69%

458500

355600

386000

409300

355800

161000

156200

73300

283800

90%

89%

80%

88%

72%

70%

68%

42%

75%

423600

299000

358900

370500

329200

169100

156100

37800

251500

96%

75%

100%

88%

92%

94%

90%

99%

90%

Fleet average daily revenue and utilizationThe following table presents the average daily revenue and utilization for our

contract drilling
services segment for each of the quarters ended December 31 2009 September 30 2009 and December 31 2008

Average daily revenue is defined as contract drilling revenue earned per revenue earning day in the period revenue earning day is

defined as day for which rig earns dayrate after commencement of operations Utilization is defined as the total actual number of

revenue earning days in the period as percentage
of the total number of calendar days in the period for all drilling rigs in our fleet

Three months ended

December31 September 30 December31

2009 2009 2008

Average daily revenue

High-Specification Floaters

Ultra-Deepwater
Floaters

Deepwater Floaters

Harsh Environment Floaters

Total High-Specification floaters

Midwater Floaters

High-Specification Jackups

Standard Jackups

Other Rigs

Total fleet average daily revenue

Utilization

High-Specification
Floaters

Ultra-Deepwater Floaters

Deepwater Floaters

Harsh Environment Floaters

Total High-Specification Floaters

Midwater Floaters

High-Specification Jackups

Standard Jackups

Other Rigs

Total fleet average utilization
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LiquidityandCapitalResources

SourcesandUsesofCash

Our
primarysourceofcashduringtheyearendedDecember312009wasourcashflowsfromoperatingactivitiesOur

primary usesofcashwerecapitalexpendituresincludingfornewbuildconstructionrepaymentsof
borrowingsunderourcreditfacilitiesand

repurchasesofourconvertibleseniornotesAtDecember312009wehad$1.1billionincashandcashequivalents

YearsendedDecember31

20092008

Inmillions
Cashflowsfrom

operatingactivities

Asadjusted
Netincome

31704029859 Amortizationofdrillingcontractintangibles
281690409

Depreciationdepletionandamortization
1464143628

Lossonimpairment
33432014

Othernon-cashitems
477185292

Changesin
operatingassetsandliabilitiesnet

434
321755

55984959639

Netcashprovidedbyoperatingactivitiesincreasedprimarilyduetocashgeneratedfromnetincomeadjustedfornon-cash
activityresultingprimarilyfromintangibleamortizationandothernon-cashitemsaswellascashgeneratedfromnetoperatingassetsand
liabilitiesincludingincreasedcollectionsofaccountsreceivablesIncreasesfromothernon-cashitemswereprimarilyrelatedtodeferred
expensesdeferredrevenuesanddeferredincometaxes

YearsendedDecember31

20092008
change

Inmillions
Cashflowsfrominvestingactivities

Capitalexpenditures
30522208844 Proceedsfromdisposalofassetsnet

18348
330 Proceedsfromshort-terminvestments

56459505
Purchasesofshort-terminvestments

269408139
Jointventuresandotherinvestmentsnet

451332

26942196498

Netcashusedin
investingactivitiesincreased

primarilyduetocapitalexpendituresfortheconstructionofnineofour10Ultra
DeepwaterFloatersanddecreasedproceedsfromassetsalesduetothesaleofthreerigsduring2008withnocorrespondingactivity

in
2009Partiallyoffsettingtheincreaseinnetcashusedin

investingactivitieswasgreaterproceedsfromandlesspurchasesofshort-term
investments

Weincludeinvestmentsin
highlyliquiddebtinstrumentswithanoriginalmaturityofthreemonthsorlessincashandcash

equivalentsIn
September2008TheReserveannouncedthatcertainfundsincludingTheReservePrimaryFundandTheReserve

International
LiquidityFundLtdhadlosttheabilitytomaintainnetassetvalueof$1.00pershareduetolossesinconnectionwiththe

bankruptcyofLehmanBrothersHoldingsIncLehmanHoldingsAccordingtoitspublicdisclosuresTheReservestoppedprocessing redemptionrequestsinorderto
developanorderlyplanofliquidationthatwouldprotectallofthefundsshareholdersBasedon

statementsmadebythefundswerecognizedanimpairmentlossof$16millionrecordedinothernetinthequarterended
September302008associatedwithourproportionalinterestinthedebtinstrumentsofLehmanHoldingsheldbythefundsDuringthe
yearendedDecember312009wereceiveddistributionsof$10millionand$286millionfromTheReservePrimaryFundandthe
ReserveInternationalLiquidityFundLtdrespectivelyAsofDecember312009thecarryingvaluesofourinvestmentsinTheReserve
PrimaryFundandTheReserveInternationalLiquidityFundLtdwere$5millionand$33millionrespectivelyThetimingofourabilityto
accesstheremainingfundsisuncertainIn

January2010wereceiveddistributionof$5millionfromTheReservePrimaryFund
representingthefinalamountofourexpectedrecoveryfromthisfund
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Shortly following the Lehman Holdings bankruptcy the funds announced that all redemption requests received by the funds prior

to cut-off time on the day following the bankruptcy of Lehman Holdings would be redeemed at net asset value of $1.00 per share

Some investors in the funds that submitted redemption requests prior to this cut-off time are seeking redemption of their interests at this

amount which would reduce funds available for distribution to other investors including us We have filed motion to intervene in pending

litigation against The Reserve International Liquidity Fund Ltd seeking declaration that we are entitled to pro rata distribution with

respect to the redemption of our remaining interest in the fund damages and other relief Potential rulings or decisions by courts or

regulators relating to this
litigation or otherwise relating to this fund may impact further distributions by this fund and result in losses in

excess of our previously recognized losses on impairment

Years ended December 31

2009 2008 Change

In millions

Cash flows from financing activities

Change in short-term borrowings net 382 837 455

Proceeds from debt 514 2661 2147

Repayments of debt 2871 4893 2022

Financing costs 24 22

Payments for warrant exercises net 13
Proceeds from share-based compensation plans net 17 51 34
Excess tax benefit from share-based compensation plans 10

Other net

2737 3041 304

Net cash used in financing activities decreased primarily due to offsetting reductions in proceeds from and repayments of debt

during 2009 compared to the same period in 2008
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Fleet Expansion and Dispositions

Fleet expansionFrom time to time we review possible acquisitions of businesses and drilling rigs
and may make significant

future capital commitments for such purposes We may also consider investments related to major rig upgrades or new rig construction

Any such acquisition upgrade or new rig
construction could involve the payment by us of substantial amount of cash or the issuance of

substantial number of additional shares or other securities

Capital expenditures including capitalized interest of $182 million totaled $3.1 billion during the year ended December 31 2009

substantially all of which related to our contract drilling
services segment The following table presents the historical and projected capital

expenditures and other capital additions including capitalized interest for our major construction and conversion projects in millions

Total costs Expected costs

through for the year ending Total estimated

December 31 December 31 costs

2009 2010 at completion

As adjusted

Petrobras 10000 735 735

Dhirubhai Deepwater KG1 679 679

Discoverer Inspiration
667 670

Dhirubhai Deepwater KG2 641 49 690

Discoverer Clear Leader 631 631

Discoverer Americas 626 626

Development Driller Ill 600 50 650

Sedco 700-series upgrades 591 591

Discoverer India 541 199 740

Discoverer Luanda 535 145 680

Deepwater Champion 527 218 745

Capitalized Interest 422 90 512

Mobilization costs
155 80 235

Total 7350 834 8184

The accumulated construction costs of these
rigs are no longer included in construction work in progress as their construction or conversion projects

had been completed as of December 31 2009

In June 2008 we reached an agreement with joint venture formed by subsidiaries of Petrobras and Mitsui to acquire Petrobras 10000 under

capital lease contract In connection with the agreement we agreed to provide assistance and advisory services for the construction of the rig
and

operating management services once the rig commenced operations On August 2009 we accepted delivery
of Petrobras 10000 and recorded

non-cash additions of $716 million to property and equipment net along with corresponding increase to long-term debt Total capital additions

include $716 million in capital costs incurred by Petrobras and Mitsui for the construction of the drillship and $19 million of other capital expenditures

The capital lease agreement has 20-year term after which we will have the right and obligation to acquire the
drillship

for one dollar

The costs for Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2 represent 100 percent of expenditures incurred prior to our investment in the

joint
venture $277 million and $178 million respectively and 100 percent of expenditures incurred since our investment in the joint venture

Transocean Pacific
Drilling

Inc TPDI is responsible for these costs We hold 50 percent interest in TPDI and Pacific Drilling Limited Pacific

Drilling holds the remaining 50 percent interest

These costs include our initial investments in Development Driller/Il and DeepwaerChampion of $350 million and $109 million respectively

representing the estimated fair values of the
rigs

at the time of our merger with GlobalSantaFe Corporation GlobalSantaFe in November 2007

The costs for Discoverer Luanda represent 100 percent of expenditures incurred since inception Angola Deepwater Drilling Company Limited

ADDCL is responsible for these costs We hold 65 percent interest in ADDCL and Angco Cayman Limited holds the remaining 35 percent

interest

During 2010 we expect capital expenditures to be approximately $1.3 billion including approximately $750 million of cash capital

costs for our major construction and conversion projects The level of our capital expenditures is partly dependent upon financial market

conditions the actual level of operational and contracting activity and the level of capital expenditures for which our customers agree to

reimburse us

As with any major shipyard project that takes place over an extended period of time the actual costs the timing of expenditures

and the project completion date may vary from estimates based on numerous factors including actual contract terms weather exchange

rates shipyard labor conditions and the market demand for components and resources required for drilling unit construction See

Item 1A Risk FactorsOur shipyard projects are subject to delays and cost overruns

We intend to fund the cash requirements relating to our capital expenditures through available cash balances cash generated

from operations and asset sales We also have available credit under the Five-Year Revolving Credit
Facility see Sources and Uses of

Liquidity and may utilize other commercial bank or capital market financings We intend to fund the cash requirements of our joint

ventures for capital expenditures in connection with newbuild construction through their respective credit facilities The continued

AR-40



economic downturn and related instability in the global financial system could impact the availability of these sources of funding See

Item 1A Risk FactorsThe worldwide financial and economic downturn could have material adverse effect on our revenue profitability

and financial position and Item 1A Risk FactorsThe worldwide financial and economic downturn may continue to negatively impact our

business and financial condition

DispositionsFrom time to time we may also review possible dispositions of
drilling

units During the year ended

December 31 2009 we received net proceeds of $18 million and recognized net loss of $9 million in connection with our sales of

Sedco 135-0 and other unrelated property and equipment Additionally in connection with the sales of our ownership interests in Caspian

Drilling Company Limited and in Arab Drilling Workover Company we received net proceeds of $42 million and recognized net gain of

$30 million recorded in other net on our consolidated statements of operations

In January 2010 we completed the sale of two Midwater Floaters GSF Arctic/I and GSF Arctic IV in connection with our

previously announced undertakings to the Office of Fair Trading in the U.K OFT In connection with the sale we received net cash

proceeds of $40 million and non-cash proceeds in the form of two notes receivable in the aggregate amount of $165 million We continue

to operate GSF Arctic IV under short-term bareboat charter with the new owner of the vessel through October 2010

Sources and Uses of Liquidity

OverviewWe expect to use existing cash balances internally generated cash flows bank credit agreements and proceeds

from asset sales to fulfill anticipated obligations such as scheduled debt maturities or other payment events repayment of short-term debt

capital expenditures and working capital needs We may also use portion of such sources of cash to reduce debt including convertible

debt prior to scheduled maturity through repurchases in the open market or in privately negotiated transactions redemptions or tender

offers to make distributions to our shareholders or to repurchase our shares subject in each case to then existing market conditions and

to our then expected liquidity needs and subject to shareholder approval with respect to distributions From time to time we may also

borrow under our bank credit agreement or our commercial paper program to maintain liquidity for short-term cash needs

During the year ended December 31 2009 we repaid the borrowings under the Term Loan and repurchased $901 million

aggregate principal amount of the 1.625% Series Convertible Senior Notes for an aggregate cash purchase price of $865 million

On February 16 2010 we announced that our board of directors has decided to recommend that shareholders at our May 2010

annual general meeting approve distribution in the form of par value reduction denominated in Swiss francs for an amount equivalent to

approximately U.S $1.0 billion or approximately U.S $3.11 per share based on the current number of issued shares in four installments

If approved we intend to fund such distributions using cash flows from operations See Distribution recommendation

In May 2009 at our annual general meeting our shareholders approved and authorized our board of directors at its discretion

to repurchase shares for cancellation with an aggregate purchase price of up to 3.5 billion Swiss francs On February 12 2010 our board

of directors authorized our management to implement the share repurchase program We intend to fund any such repurchases using cash

flows from operations See Share repurchase program

Our access to debt and equity markets may be reduced or closed to us due to variety of events including among others

general economic conditions industry conditions credit rating agency downgrades of our debt market conditions or market perceptions of

us and our industry The economic downturn and related financial market
instability

has had and may continue to have an impact on our

business and our financial condition Our ability to access the capital markets may be severely restricted at time when we would like or

need to access the financial markets which could have an impact on our flexibility
to react to changing economic and business conditions

The economic downturn could have an impact on the lenders participating in our credit facilities or on our customers causing them to fail

to meet their obligations to us

Our internally generated cash flow is directly related to our business and the market sectors in which we operate Should the

drilling
market deteriorate or should we experience poor results of our operations cash flow from operations may be reduced We have

however continued to generate positive cash flow from operating activities over recent years and expect that cash flow will continue to be

positive over the next year

Notes receivableIn connection with our disposal of GSFArctic I/and GSFArctic IVin January 2010 we received two notes in

the aggregate amount of $165 million The notes bear fixed interest rate of nine percent and require scheduled quarterly installments of

principal and interest with final payment in 2015 The vessels are pledged as security for the payment and performance of obligations

under the notes See Fleet Expansion and DispositionsDispositions

Bank credit agreementsWe have revolving credit
facility subject to the Five-Year Revolving Credit

Facility Agreement dated

November 27 2007 Five-Year Revolving Credit Facility We may borrow under the Five-Year Revolving Credit Facility at either the

adjusted London Interbank Offer Rate LIBOR plus margin the Five-Year Revolving Credit
Facility Margin based on our Debt Rating

based on our current Debt Rating margin of 1.1 percent or the Base Rate plus the Five-Year Revolving Credit Facility Margin less

one percent per annum Throughout the term of the Five-Year Revolving Credit Facility we pay facility
fee on the daily amount of the

underlying commitment whether used or unused which ranges from 0.10 percent to 0.30 percent based on our Debt
Rating

and was

0.15 percent at February 19 2010 The Five-Year Revolving Credit Facility which may be prepaid in whole or in part without premium or
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penalty includes limitations on creating liens incurring subsidiary debt transactions with affiliates sale/leaseback transactions mergers

and the sale of substantially all assets The Five-Year Revolving Credit
Facility

also includes covenants imposing maximum debt to

tangible capitalization ratio of 0.6 to 1.0 As of December 31 2009 our debt to tangible capitalization ratio was 0.49 to 1.0 Borrowings

under the Five-Year Revolving Credit Facility are subject to acceleration upon the occurrence of events of default We are also subject to

various covenants under the indentures pursuant to which our public debt was issued including restrictions on creating liens engaging in

sale/leaseback transactions and engaging in certain merger consolidation or reorganization transactions default under our public debt

could trigger default under the Five-Year Revolving Credit
Facility and if not waived by the lenders could cause us to lose access to the

Five-Year Revolving Credit Facility At February 19 2010 we had $81 million in letters of credit issued and outstanding and no borrowings

outstanding under the Five-Year Revolving Credit Facility

During the year ended December31 2009 we repaid the outstanding borrowings under the Term Loan and terminated the

facility In November 2009 the 364-Day Revolving Credit Agreement dated November 25 2008 which established our $1.08 billion

364-day revolving credit
facility expired with no borrowings outstanding

Commercial paper programWe maintain commercial paper program the Program which is supported by the Five-Year

Revolving Credit
Facility

and under which we may from time to time issue privately placed unsecured commercial paper notes up to

maximum aggregate outstanding amount of $1.5 billion Proceeds from commercial paper issuance under the Program may be used for

general corporate purposes At February 19 2010 $472 million was outstanding under the Program at weighted-average interest rate of

0.3 percent

TPDI Credit FacilitiesTPDI has bank credit agreement for $1 .265 billion secured credit
facility the TPDI Credit

Facilities comprised of $1.0 billion senior term loan $190 million junior term loan and $75 million revolving credit
facility

which was

established to finance the construction of Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2 One of our subsidiaries participates

in the senior and junior term loans with 50 percent commitment totaling $595 million in the aggregate The TPDI Credit Facilities bear

interest at LIBOR plus the applicable margin of .60 percent until acceptance of Dhirubhai Deepwater KG2 which is expected to occur in

the first quarter of 2010 Subsequently the TPDI Credit Facilities will bear interest at rate of 1.45 percent for the senior term loan and the

revolving credit
facility

and 2.25 percent for the junior term loan The senior term loan requires quarterly payments with final payment on

the earlier of June 2015 and the fifth anniversary of the acceptance date of the Dhirubhai Deepwater KG2 The junior term loan is

due in full on the earlier of June 2015 and the fifth anniversary of the acceptance date of the Dhirubhai Deepwater KG2 The TPDI

Credit Facilities may be prepaid in whole or in part without premium or penalty The TPDI Credit Facilities have covenants that require

TPDI to maintain minimum cash balance and available liquidity minimum debt service ratio and maximum leverage ratio At

February 19 2010 $1.2 billion was outstanding under the TPDI Credit Facilities of which $595 million was due to one of our subsidiaries

and was eliminated in consolidation The weighted-average interest rate of the TPDI Credit Facilities on February 19 2010 was

3.9 percent

TPDI NotesTPDI has issued promissory notes payable to Pacific Drilling aid one of our subsidiaries the TPDI Notes The

TPDI Notes bear interest at LIBOR plus the applicable margin of percent and have maturities through October 2019 As of February 19

2010 $296 million in promissory notes remained outstanding $148 million of which was due to one of our subsidiaries and has been

eliminated in consolidation bearing interest at weighted-average interest rate of 2.8 percent

ADDCL Credit FacilitiesADDCL has senior secured bank credit agreement for credit facility the ADDCL Primary Loan

Facility comprised of Tranche Tranche and Tranche for $215 million $270 million and $399 million respectively which was

established to finance the construction of Discoverer Luanda Tranche and Tranche are provided by external lenders and the

borrowings under these tranches bear interest at LIBOR plus the applicable margin of 0.425 percent until the first well commencement

date currently expected to be in the third quarter of 2010 following which the borrowings outstanding under Tranche will bear interest at

LIBOR plus the applicable margin of 0.725 percent Tranche requires semi-annual payments beginning six months after the rigs first

well commencement date and matures in December 2017 Tranche matures upon customer acceptance of the rig and is expected to

be repaid with borrowings under Tranche Tranche will be provided by one of our subsidiaries that has also agreed to provide

financial security for borrowings under Tranche and Tranche until customer acceptance of Discoverer Luanda Tranche is

subordinate to Tranche and Tranche and will be eliminated in consolidation The ADDCL Primary Loan Facility contains covenants

that require ADDCL to maintain certain cash balances to service the debt and also limits ADDCLs ability to incur additional indebtedness

to acquire assets or to make distributions or other payments At February 19 2010 $193 million and $235 million were outstanding under

Tranche and Tranche respectively both at weighted-average interest rate of 0.7 percent

Additionally ADDCL has secondary bank credit agreement for $90 million credit facility the ADDCL Secondary Loan

Facility for which one of our subsidiaries provides 65 percent of the total commitment The
facility

bears interest at LIBOR plus the

applicable margin ranging from 3.125 percent to 5.125 percent depending on certain milestones The ADDCL Secondary Loan Facility is

payable in full on the earlier of 90 days after the fifth anniversary of the first well commencement or December 2015 and it may be

prepaid in whole or in part without premium or penalty At February 19 2010 $74 million was outstanding under the ADDCL Secondary

Loan Facility of which $48 million was provided by one of our subsidiaries and has been eliminated in consolidation At February 19

2010 the weighted-average interest rate was 3.4 percent
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Convertible Senior NotesIn December 2007 we issued $6.6 billion aggregate principal amount of Convertible Senior Notes

The Convertible Senior Notes may be converted at rate of 5.9310 shares per $1000 note subject to adjustment upon the occurrence of

certain events Upon conversion we will deliver in lieu of shares cash up to the aggregate principal amount of notes to be converted and

shares in respect of the remainder if any of our conversion obligation If certain fundamental changes occur on or before specified dates

we will in some cases increase the conversion rate for holder electing to convert notes in connection with such fundamental change

provided that in no event will the total number of shares issuable upon conversion of note exceed 7.8585 per $1000 principal amount of

notes subject to adjustment in the same manner as the conversion rate

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authorized our

board of directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase price of up to

3.5 billion Swiss francs which is equivalent to approximately U.S $3.2 billion at an exchange rate as of the close of trading on

February 19 2010 of U.S $1.00 to 1.08 Swiss francs On February 12 2010 our board of directors authorized our management to

implement the share repurchase program We intend to fund any repurchases using cash from operating activities

We may decide based upon our ongoing capital requirements the price of our shares regulatory and tax considerations cash

flow generation the relationship between our contract backlog and our debt general market conditions and other factors that we should

retain cash reduce debt make capital investments or otherwise use cash for general corporate purposes and consequently repurchase

fewer or no shares under this program Decisions regarding the amount if any and timing of
any share repurchases would be made from

time to time based upon these factors

Any shares repurchased under this program are expected to be purchased from time to time from market participants that have

acquired those shares on the
open market and that can fully recover Swiss withholding tax resulting from the share repurchase

Repurchases could also be made by tender offer in privately negotiated transactions or by any
other share repurchase method Any

repurchased shares would be held by us for cancellation by the shareholders at future annual general meeting The share repurchase

program could be suspended or discontinued by our board of directors or company management as applicable at any time

Under Swiss corporate law the right of company and its subsidiaries to repurchase and hold its own shares is limited

company may repurchase such companys shares to the extent it has freely distributable reserves as shown on its Swiss statutory balance

sheet in the amount of the purchase price and the aggregate par value of all shares held by the company as treasury shares does not

exceed 10 percent of the companys share capital recorded in the Swiss commercial register whereby for purposes of determining

whether the 10 percent threshold has been reached shares repurchased under share repurchase program for cancellation purposes

authorized by the companys shareholders are disregarded As of December31 2009 Transocean Inc our wholly owned subsidiary

held as treasury shares approximately four percent of our issued shares At the annual general meeting in May 2009 the shareholders

approved the release of 3.5 billion Swiss francs of additional paid-in capital to other reserves or freely available reserves as presented on

our Swiss statutory balance sheet to create the freely available reserve necessary for the 3.5 billion Swiss franc share repurchase

program for the purpose of the cancellation of shares the Currently Approved Program We may only repurchase shares to the extent

freely distributable reserves are available Our board of directors could to the extent freely distributable reserves are available authorize

the repurchase of additional shares for purposes other than cancellation such as to retain treasury shares for use in satisfying our

obligations in connection with incentive plans or other rights to acquire our shares Based on the current amount of shares held as

treasury shares approximately six percent of our issued shares could be repurchased for purposes of retention as additional treasury

shares Although our board of directors has not approved such share repurchase program for the purpose of retaining repurchased

shares as treasury shares if it did so any such shares repurchased would be in addition to any shares repurchased under the Currently

Approved Program

Distribution recommendationOn February 16 2010 we announced that our board of directors has decided to recommend

that shareholders at our May 2010 annual general meeting approve distribution in the form of par value reduction denominated in

Swiss francs for an amount equivalent to approximately U.S $1.0 billion or approximately U.S $3.11 per share based on the current

number of issued shares The Swiss franc equivalent will be determined based on the exchange rate determined by us approximately two

business days prior to the date of the 2010 annual general meeting The distribution will if approved be paid in four installments with

expected payment dates in July 2010 October 2010 January 2011 and April 2011 Distributions to shareholders in the form of reduction

in par value of our shares are not subject to the 35 percent Swiss withholding tax Shareholders will be paid in U.S dollars converted

using an exchange rate determined by us approximately two business days prior to the payment date unless shareholders elect to receive

the payment in Swiss francs If approved we intend to fund such distributions using our cash flows from operations
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Contractual obligationsOur contractual obligations included in the table below are at face value

For the years ending December 31

Total 2010 2011-2012 2013-2014 Thereafter

in millions

Contractual obligations

Debt $11392 1890 4759 951 3792

Capital leases 1454 74 148 148 1084

Interest on debt 4487 365 631 478 3013

Operating leases 174 40 56 33 45

Purchase obligations 902 902

Total 18409 3271 5594 1610 7934

Noteholders may at their option require Transocean Inc to repurchase the Series Convertible Senior Notes and the Series Convertible Senior

Notes in December2010 and 2011 respectively In addition holders of any series of the Convertible Senior Notes may at their option require

Transocean Inc to repurchase their notes in December 2012 2017 2022 2027 and 2032 In preparing the table above we have assumed that the

holders of our notes exercise the options at the first available date

As of December31 2009 our defined benefit pension and other postretirement plans represented an aggregate liability of $514 million representing

the aggregate projected benefit obligation net of the aggregate fair value of plan assets The carrying amount of this
liability

is affected by net

periodic benefit costs funding contributions participant demographics plan amendments significant current and future assumptions and returns on

plan assets Due to the uncertainties resulting
from these factors and since the carrying amount is not representative of future liquidity requirements

we have excluded this amount from the contractual obligations presented in the table above See Retirement Pension Plans and Other

Postretirement Benefit Plans and Notes to Consolidated Financial StatementsNote 15Postemployment Benefit Plans

As of December 31 2009 our unrecognized tax benefits related to uncertain tax positions net of prepayments represented liability of $648 million

Due to the high degree of uncertainty regarding the timing of future cash outflows associated with the liabilities recognized in this balance we are

unable to make reasonably reliable estimates of the period of cash settlement with the respective taxing authorities See Notes to Consolidated

Financial StatementsNote 7Income Taxes

Other commercial commitmentsAt December 31 2009 we had other commercial commitments that we are contractually

obligated to fulfill with cash under certain circumstances These commercial commitments include standby letters of credit and surety

bonds that guarantee our performance as it relates to our drilling contracts insurance customs tax and other obligations in various

jurisdictions Standby letters of credit are issued under number of committed and uncommitted bank credit facilities The obligations that

are the subject of these standby letters of credit and surety bonds are geographically concentrated in Nigeria and India Obligations under

these standby letters of credit and surety bonds are not normally called as we typically comply with the underlying performance

requirement The following table presents these obligations in U.S dollar equivalents and their time to expiration

For the years ending December 31

Total 2010 2011-2012 2013-2014 Thereafter

in millions

Other commercial commitments

Standby letters of credit 567 469 71 24

Suretybonds 31 29

Total 598 498 73 24

We have established wholly owned captive insurance company which insures various risks of our operating subsidiaries

Access to the cash investments of the captive insurance company may be limited due to local regulatory restrictions The cash

investments totaled $201 million at December 31 2009 The cash investments are expected to range from $150 million to $250 million by

December31 2010 depending on the amount of claims that may be incurred the timing of claim payments the amount of dividends paid

by the captive insurance company and the amount of premiums paid to the captive insurance company

Derivative Instruments

We have established policies and procedures for derivative instruments approved by our board of directors that provide for the

approval of our Chief Financial Officer prior to entering into any derivative instruments From time to time we may enter into variety of

derivative instruments in connection with the management of our exposure to fluctuations in interest rates and foreign exchange rates We

do not enter into derivative transactions for speculative purposes however we may enter into certain transactions that do not meet the

criteria for hedge accounting See Notes to Consolidated Financial StatementsNote 12Derivatives and Hedging
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Results of Operations

Historical 2009 compared to 2008

Following is an analysis of our operating results See Overview for definition of revenue earning days utilization and

average daily revenue

Years ended December 31

Contract drilling revenues

Contractdrilling intangible revenues

Other revenues

Operating and maintenance expense

Deprecatiori depletioand amortization

General and administrative expense

Loss on impairment

Loss on disposal of assets net

Operatingincorne

Other income expense net

Interest income

Interest expense net of amounts capitalized

Other net

Income tax expense

Net income

Net loss attributable to noncontrolling interest

Net income attributable to controlling interest

n/a means not applicable

n/rn means not meaningful

80% 90% n/a

240300 31100

10607 10756

281 690

668 1228 _________

11556 12674

5140 5355

1464 1436

Operating revenuesContract
drilling revenues decreased primarily due to lower utilization partly offset by higher average

daily revenue The lower utilization was primarily due to reduced activity resulting from the stacking of 36 rigs including one held for sale

as of December 31 2009 compared to two stacked rigs including one held for sale as of December 31 2008 This reduced
activity was

partially offset by the commencement of operations of our newbuilds and by lower out of service time for shipyard mobilization

maintenance and repair projects during the year ended December 31 2009 relative to the same period in 2008 Our average daily

revenue increases as we commence operations under new contracts that offer higher dayrates and as our newbuilds commence

operations In addition our average daily revenue increases as we stack
rigs

in our Midwater Floaters High-Specification Jackups and

Standard Jackups fleets since rigs in these classes are typically contracted at lower dayrates compared to those in our High-Specification

Floaters fleet

Contract drilling intangible revenues declined $409 million for the year ended December 31 2009 compared to the year ended

December 31 2008 due to timing of the respective executory contracts with which they were associated Contract
drilling intangible

revenues represent the amortization of the fair value of drilling contracts in effect at the time of the Merger We recognize contract drilling

intangible revenues over the respective contract period using the straight-line method of amortization

segment

Other revenues for the year ended December 31 2009 decreased primarily due to reduced
activity

in our other operations

Revenue earning days

Utilization

Average daily revenue

2009 2008 Change %Change

In millions except day amounts and percentages

As adjusted

4476139085

271400

5676 13%
n/m

13%

1%
59%

46%

9%

149

409

560

1118

5%

334 320 14 4%

209 199 10

215 4%
28 2%

4400 5357

484

Lossonretirementof debt 29

29%

957 18

27
156

26
32

754

3170

11
3181

84%

24%
n/rn

32

640

26

743

4029

4031

23%

1i i%

859 21%
n/rn

850 21%
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Costs and expensesOperating and maintenance expenses decreased primarily due to reduced activity in our other

operations segment the reduced activity
in contract drilling services resulting from greater number of stacked

rigs
in 2009 and the sale of

our interest in
joint

venture that previously operated two rigs under bareboat charter These decreases were partially
offset by increases

in shipyard and maintenance projects the commencement of operations of our newbuilds and provisions associated with litigation matters

Depreciation depletion and amortization increased primarily due to $21 million of expense related to the commencement of

operations of four newbuilds and $14 million related to life-enhancement project on the Sedco 706 upgrade Partly offsetting the

increase was $14 million of reduced depreciation expense related to the extension of the useful lives of four
rigs

in 2009

In the year ended December31 2009 we recognized losses on impairment of $334 million including $279 million and

$55 million related to assets held for sale and other intangible assets respectively In the year ended December 31 2008 we recognized

losses on impairment of $320 million including $176 million $97 million and $47 million related to goodwill assets held for sale and other

intangible assets respectively

Other income and expenseInterest income decreased by $27 million in the
year

ended December 31 2009 compared to

2008 primarily due to reduced average cash balances and reduced interest rates on cash investments

Interest expense decreased $156 million in the year ended December 31 2009 compared to 2008 primarily attributable to

$131 million associated with debt repaid or repurchased $34 million associated with reduced borrowings under our commercial paper

program and $35 million associated with increased interest capitalized Partially offsetting the decrease was $40 million of interest

expense associated with the commencement of the Petrobras 10000 capital lease and additional borrowings under our TPDI Credit

Facilities and ADDCL Credit Facilities in 2009

In the year ended December 31 2009 we recognized losses on retirement of debt of $29 million primarily related to repurchases

of the Series Convertible Notes In the year ended December 31 2008 we recognized loss on retirement of debt of $3 million related

to the early termination of the Bridge Loan Facility

Income tax expense-We operate internationally and provide for income taxes based on the tax laws and rates in the countries

in which we operate and earn income The countries in which we operate have taxation regimes with varying nominal rates deductions

credits and other tax attributes Consequently there is little to no expected relationship between income tax expense and net income

before income tax expense The annual effective tax rate for the years ended December 31 2009 and 2008 was 16.0 percent and

14.4 percent respectively based on income before income tax expense after adjusting for certain items such as losses on impairment

losses on litigation matters losses on retirement of debt and merger-related costs The tax effect if any of the excluded items as well as

settlements of prior year tax liabilities and changes in prior year tax estimates are all treated as discrete period tax expenses or benefits

In the year ended December 31 2009 the various discrete items represented income tax expense of $54 million resulting in an effective

tax rate of 19.2 percent on net income before income tax expense including $74 million primarily resulting from changes in prior year

estimates offset by benefits of $18 million and $2 million resulting from losses on impairment and merger-related costs respectively In

the year ended December 31 2008 the various discrete items represented net tax benefit of $2 million including $24 million primarily

resulting from changes in prior year estimates offset by benefits of $17 million and $9 million resulting from losses on impairment and

other charges respectively
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Historical 2008 compared to 2007

Following is an analysis of our operating results See Overview for definition of revenue earning days utilization and

average daily revenue

Years ended December 31

2008 2007 Change Change

In millions except day amounts and percentages

As adjusted

Revenue earning days 44761 28074 16687 59%

Utilization 90% 90% n/a n/rn

Average daily revenue 240300 211900 28400 13%

Contract
drilling

revenues 10756 5948 4808 81%

Contract drilling intangible revenues 690 88 602 n/rn

Otherrevenues 1228 341 887 n/rn

12674 6377 6297 99%

Operating and maintenance expense 5355 2781 2574 93%

Depreciation depletion and amortization 1436 499 937 n/rn

General and administrative expense 199 142 57 40%

Loss on impairment 320 320 n/rn

Gain loss on disposal of assets net 284 291 n/rn

Operating income 5357 3239 2118 65%

Other income expense net

Interest income 32 30 7%

Interest expense net of amounts capitalized 640 182 458 n/rn

Loss on retirement of debt 63%

Other net 26 295 269 91%
Income tax expense 743 253 490 n/rn

Net income 4029 3121 908 29%

Net loss attributable to noncontrolling interest n/rn

Net income attributable to controlling interest 4031 3121 910 29%

n/a means not applicabe

n/rn means not meaningful

Operating revenuesContract drilling revenues increased primarily as result of the inclusion of an additional $3575 million in

contract drilling revenues from GlobalSantaFes operations and higher average daily revenue across the fleet Partially offsetting these

increases were lower revenues of $405 million resulting from 27 rigs that were out of service for portion of 2008 for shipyard mobilization

or maintenance and repair projects and lower revenues of $40 million from two
rigs

sold during 2007

Contract
drilling intangible revenues were $690 million for the year ended December 31 2008 compared to $88 million for the

year ended December 31 2007 due to timing of the respective executory contracts with which they were associated Contract drilling

intangible revenues represent the amortization of the fair value of drilling contracts in effect at the time of our merger with GlobalSantaFe

We recognize contract drilling intangible revenues over the respective contract period using the straight-line method of amortization

Other revenues for the year ended December 31 2008 increased primarily due to $795 million increase in combined drilling

management services revenues and oil and gas revenues as result of the inclusion of GlobalSantaFes operations $76 million increase

in customer reimbursable revenue and $16 million increase in integrated services and other revenue

Costs and expensesOperating and maintenance expenses increased primarily due to the inclusion of GlobalSantaFes

operations Other contributing factors included estimated expenses of $51 million related to dropped riser higher labor costs due to

scheduled pay increases vendor price increases that resulted in higher rig
maintenance costs and higher costs associated with the

number of rigs out of service for shipyard or maintenance projects during the period
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Depreciation depletion and amortization increased primarily due to the inclusion of GlobalSantaFes operations and included

$826 million of depreciation of property and equipment acquired in the Merger $39 million of depletion of intangible costs from our oil and

gas properties and $13 million of amortization of intangible assets from our drilling management services

The increase in general and administrative expenses was due primarily to $28 million related to the inclusion of GlobalSantaFes

operations and $29 million net increase in general operating costs

During the year ended December 31 2008 we recognized losses on impairment of $320 million including $176 million

$97 million and $47 million related to goodwill assets held for sale and other intangible assets respectively There was no comparable

activity
in 2007

During the year ended December 31 2008 we recognized net loss on disposal of $7 million related to sales of
rigs and other

property and equipment During 2007 we recognized net gain on disposal of $284 million related to sales of rigs and other property and

equipment

Other income and expenseInterest income increased was primarily due to higher average cash balances in 2008 compared

to 2007

The increase in interest expense was primarily attributable to $467 million of interest expense on additional borrowings under our

credit facilities and $104 million of interest expense resulting from the issuance of new debt during 2008 In addition $32 million of the

increase was from debt assumed in the Merger including $15 million from debt due to affiliates Partially offsetting this increase were

reductions of $72 million due to debt repaid during 2008 and $70 million related to increased capitalized interest during 2008

During 2008 we recognized $3 million loss related to the early termination of the Bridge Loan Facility During 2007 we

recognized an $8 million loss related to the early termination of $12.8 billion aggregate principal amount of our debt

The decrease in other net was primarily due to $259 million decrease of income related to the TODCO tax sharing agreement

including the final settlement received in 2008 and $23 million decrease related to royalty payments We also recognized loss on

short-term investments of $16 million associated with our proportional interest in the debt instruments of Lehman Holdings held by The

Reserve Partially offsetting the decrease in other net were proceeds of $17 million related to the termination of the sale agreement for

Transocean Nordic In addition we had $5 million increase in equity in earnings of unconsolidated affiliates and $7 million decrease in

foreign exchange loss compared to 2007

Income tax expenseWe operate internationally and provide for income taxes based on the tax laws and rates in the countries

in which we operate and earn income The countries in which we operated have taxation regimes with varying nominal rates deductions

credits and other tax attributes Consequently there is little to no expected relationship between the income tax expense and net income

before income tax expense The annual effective tax rate for the years ended December31 2008 and 2007 was 14.4 percent and

12.5 percent respectively based on net income before income tax expense after adjusting for certain items such as portion of net gains

on disposal of assets losses on impairment losses on retirement of debt and merger-related costs The tax effect if any of the excluded

items as well as settlements of prior year tax liabilities and changes in prior year tax estimates are all treated as discrete period tax

expenses or benefits In the year ended December 31 2008 the various discrete items represented net tax benefit of $2 million

resulting in an effective tax rate of 15.6 percent on net income before income tax expense including $24 million primarily resulting from

changes in prior year estimates offset by benefits of $17 million and $9 million resulting from losses on impairment and other charges

respectively In the year ended December 31 2007 the various discrete items represented tax benefit of $43 million resulting from

changes in prior year estimates $58 million for the reduction of valuation allowance related to U.S foreign tax credits and $15 million

from merger-related costs

Business Combination

The purchase price allocation for the merger with GlobalSantaFe included at estimated fair value current assets of $2.1 billion

drilling
and other property and equipment of $12.3 billion intangible assets of $368 million other assets of $170 million and the assumption

of current liabilities of $636 million long-term debt of $576 million and other long-term liabilities of $2.3 billion The excess of the purchase

price over the estimated fair value of net assets acquired was $6.1 billion which has been accounted for as goodwill

Our historical financial operating results for 2007 include approximately one month of operating results for the combined

company Although the Merger did not materially impact 2007 results it had significant impact on our 2008 results and is expected to

have significant impact on our future results of operations and financial condition See Notes to Consolidated Financial Statements

Note 5Business Combinations
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Critical Accounting Policies and Estimates

We have prepared our consolidated financial statements in accordance with accounting principles generally accepted in the U.S

which require us to make estimates judgments and assumptions that affect the amounts reported on the consolidated financial statements

and disclosed in the accompanying notes We base our estimates on historical experience and on various other assumptions that we

believe are reasonable under the circumstances the results of which form the basis for making judgments about the carrying amounts of

assets and liabilities that are not readily apparent from other sources Actual results may differ from these estimates

We consider the following to be our critical accounting policies and estimates and we have discussed the development

selection and disclosure of these critical accounting policies and estimates with the audit committee of our board of directors For

discussion of our significant accounting policies refer to our Notes to Consolidated Financial StatementsNote 2Significant Accounting

Policies

Income taxesWe are Swiss corporation operating through our various subsidiaries in number of countries throughout the

world We have provided for income taxes based upon the tax laws and rates in the countries in which we operate and earn income

There is little to no expected relationship between the provision for or benefit from income taxes and income or loss before income taxes

because the countries have taxation regimes that vary with respect to the nominal tax rate and the availability of deductions credits and

other benefits Variations also arise when income earned and taxed in particular country or countries fluctuates from year
to year

Our annual tax provision is based on expected taxable income statutory rates and tax planning opportunities available to us in

the various jurisdictions in which we operate The determination of our annual tax provision and evaluation of our tax positions involves

interpretation of tax laws in the various jurisdictions and requires significant judgment and the use of estimates and assumptions regarding

significant future events such as the amount timing and character of income deductions and tax credits Our tax liability
in any given year

could be affected by changes in tax laws regulations agreements and treaties foreign currency exchange restrictions or our level of

operations or profitability
in each jurisdiction Additionally we operate in many jurisdictions where the tax laws relating to the offshore

drilling industry are not well developed Although our annual tax provision is based on the best information available at the time number

of years may elapse before the ultimate tax liabilities in the various jurisdictions are determined

We maintain liabilities for estimated tax exposures in our jurisdictions of operation and the provisions and benefits resulting from

changes to those liabilities are included in our annual tax provision along with related interest Tax exposure items include potential

challenges to permanent establishment positions intercompany pricing disposition transactions and withholding tax rates and their

applicability These exposures are resolved primarily through the settlement of audits within these tax jurisdictions or by judicial means

but can also be affected by changes in applicable tax law or other factors which could cause us to revise past estimates

We are currently undergoing examinations in number of taxing jurisdictions for various fiscal years We review our liabilities on

an ongoing basis and to the extent audits or other events cause us to adjust the liabilities accrued in prior periods we recognize those

adjustments in the period of the event We do not believe it is possible to reasonably estimate the future impact of changes to the

assumptions and estimates related to our annual tax provision because changes to our tax liabilities are dependent on numerous factors

that cannot be reasonably projected These factors include among others the amount and nature of additional taxes potentially asserted

by local tax authorities the willingness of local tax authorities to negotiate fair settlement through an administrative process the

impartiality of the local courts and the potential for changes in the taxes paid to one country that either produce or fail to produce

offsetting tax changes in other countries

We consider the earnings of certain of our subsidiaries to be indefinitely reinvested As such we have not provided for taxes on

these unremitted earnings At December31 2009 the amount of indefinitely reinvested earnings was approximately $1.8 billion Should

we make distribution from the unremitted earnings of these subsidiaries we would be subject to taxes payable to various jurisdictions

We estimate taxes in the range of $150 million to $200 million would be payable upon
distribution of all previously unremitted earnings at

December 31 2009

We have recognized deferred taxes related to the earnings of certain subsidiaries that are not permanently reinvested or that will

not be permanently reinvested in the future If facts and circumstances cause us to change our expectations regarding future tax

consequences the resulting adjustments to our deferred tax balances could have material effect on our consolidated statement of

financial position results of operations or cash flows

Estimates judgments and assumptions are required in determining whether deferred tax assets will be fully or partially
realized

When it is estimated to be more likely
than not that all or some portion of àertain deferred tax assets such as foreign tax credit carryovers

or net operating loss carryforwards will not be realized we establish valuation allowance for the amount of the deferred tax assets that is

considered to be unrealizable We continually evaluate strategies that could allow for the future utilization of our deferred tax assets

Resulting from change in circumstances in the year ended December 31 2007 we believe that we will realize the benefits of our foreign

tax credits in the U.S and appropriately released the respective valuation allowance of approximately $58 million We did not make any

significant changes to our valuation allowance against deferred tax assets during the years ended December 31 2008 and 2009

See Notes to Consolidated Financial StatementsNote 7Income Taxes
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GoodwillThe carrying amount of goodwill was $8.1 billion representing 22 percent of our total assets as of December 31
2009 We conduct impairment testing for our goodwill annually as of October and more frequently when an event occurs or

circumstances change that may indicate reduction in the fair value of reporting unit below its carrying amount We test goodwill at the

reporting unit level which is defined as an operating segment or component of an operating segment that constitutes business for

which financial information is available and is regularly reviewed by management We have determined that our reporting units for this

purpose are as follows contract
drilling services drilling management services and oil and gas properties

To determine the fair value of each reporting unit we use combination of valuation methodologies including both income and

market approaches For our contract
drilling

services reporting unit we estimate fair value using discounted cash flows and publicly traded

company multiples To develop the projected cash flows associated with our contract
drilling

services reporting unit which are based on
estimated future utilization and dayrates we consider key factors that include assumptions regarding future commodity prices credit

market conditions and the effect these factors may have on our contract
drilling operations and the capital expenditure budgets of our

customers We discount projected cash flows using long-term weighted-average cost of capital which is based on our estimate of the

investment returns that market participants would require for each of our reporting units To develop the publicly traded company
multiples we gather available market data for companies with operations similar to our reporting units and publicly available information for

recent acquisitions in the marketplace

Because our business is cyclical in nature the results of our impairment testing are expected to vary significantly depending on
the timing of the assessment relative to the business cycle Altering either the timing of or the assumptions used in reporting units fair

value calculations could result in an estimate that is significantly below its carrying amount which may indicate its goodwill is impaired

In calculating the fair values of our reporting units for our annual impairment test performed as of October 2009 we applied

discount rate of 10 percent and terminal growth rate of three percent to our contract
drilling services reporting unit Applying

hypothetical three percent increase in the discount rate and hypothetical 10 percent decrease in our projected cash flows for our 2009

annual impairment test would not have resulted in the impairment of goodwill associated with our contract drilling services reporting unit

Property and equipmentThe carrying amount of our property and equipment was $23 billion as of December 31 2009
representing 63 percent of our total assets The carrying amount of these assets is subject to our estimates assumptions and judgments
related to capitalized costs useful lives and salvage values

Capitalized costsWe capitalize costs incurred to enhance improve and extend the useful lives of our assets and expense
costs incurred to repair and maintain the existing condition of our rigs Capitalized costs increase the carrying amounts and depreciation

expense of the related assets which would also impact our results of operations

Useful livesWe depreciate our assets over their estimated useful lives which we determine by applying judgments and

assumptions that reflect both historical experience and expectations regarding future operations utilization and asset performance Useful

lives of rigs are difficult to estimate due to variety of factors including technological advances that impact the methods or cost of oil

and gas exploration and development changes in market or economic conditions and changes in laws or regulations affecting the

drilling industry Applying different judgments and assumptions in establishing the useful lives would
likely result in materially different net

carrying amounts and depreciation expense for our assets We evaluate the remaining useful lives of our rigs when certain events occur

that directly impact the useful lives of the rigs including changes in operating condition functional capability and market and economic

factors When evaluating the remaining useful lives of rigs we also consider major capital upgrades required to perform certain contracts

and the long-term impact of those upgrades on future marketability hypothetical one-year increase in the useful lives of all of our rigs

would cause decrease in our annual depreciation expense of approximately $184 million hypothetical one-year decrease would cause

an increase in our annual depreciation expense of approximately $264 million

Impairment of long-lived assetsWe review our property and equipment for impairment when events or changes in

circumstances indicate that the carrying amounts of our assets held and used may not be recoverable or when carrying amounts of assets
held for sale exceed fair value less cost to sell Potential impairment indicators include rapid declines in commodity prices and related

market conditions actual or expected declines in
rig utilization or increases in idle time cancellations of contracts or credit concerns of

multiple customers During periods of oversupply we may idle or stack rigs for extended periods of time which could be an indication that

an asset group may be impaired since supply and demand are the key drivers of
rig utilization and our ability to contract our rigs at

economical rates Our
rigs are mobile units equipped to operate in geographic regions throughout the world and consequently we may

move rigs from an oversupplied market sector to more lucrative and undersupplied market sector when it is economical to do so Many
of our contracts generally allow our customers to relocate our

rigs
from one geographic region to another subject to certain conditions and

our customers utilize this capability to meet their worldwide drilling requirements Accordingly our rigs are considered to be

interchangeable within classes or asset groups and we evaluate impairment by asset group We consider our asset groups to be

Ultra-Deepwater Floaters Deepwater Floaters Harsh Environment Floaters Midwater Floaters High-Specification Jackups Standard

Jackups and Other Rigs

We assess recoverability of assets held and used by projecting undiscounted cash flows for the asset group being evaluated

When the carrying amount of the asset group is determined to be unrecoverable we recognize an impairment loss measured as the

amount by which the carrying amount of the asset group exceeds its estimated fair value The evaluation requires us to make judgments
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about long-term projections for future revenues and costs dayrates rig
utilization and idle time These projections involve uncertainties

that rely on assumptions about demand for our services future market conditions and technological developments Significant and

unanticipated changes to these assumptions could materially alter an outcome that could otherwise result in an impairment loss Given the

nature of these evaluations and their application to specific asset groups and specific time periods it is not possible to reasonably quantify

the impact of changes in these assumptions

Pension and other postretirement benefitsWe use January measurement date for net periodic benefit costs and

December 31 measurement date for projected benefit obligations and plan assets We measure our pension liabilities and related net

periodic benefit costs using actuarial assumptions based on market-related valuation of assets that reduces year-to-year volatility In

applying this approach we recognize investment gains or losses over five-year period beginning with the year in which they occur

Investment gains or losses for this purpose are measured as the difference between the expected and actual returns calculated using the

market-related value of assets Actual results may differ from these measurements under different conditions or assumptions Future

changes in plan asset returns assumed discount rates and various other factors related to the pension plans will impact our future pension

obligations and net periodic benefit costs

Additionally the pension obligations and related net periodic benefit costs for our defined benefit pension and other

postretirement benefit plans including retiree life insurance and medical benefits are actuarially determined and are affected by

assumptions including long-term rate of return discount rates compensation increases employee turnover rates and health care cost

trend rates The two most critical assumptions are the long-term rate of return and the discount rate We periodically evaluate our

assumptions and when appropriate adjust the recorded liabilities and expense Changes in these and other assumptions used in the

actuarial computations could impact our projected benefit obligations pension liabilities net periodic benefit costs and other

comprehensive income See Retirement Pension Plans and Other Postretirement Benefit Plans

Long-term rate of returnWe develop our assumptions regarding the estimated rate of return on plan assets based on historical

experience and projected long-term investment returns considering each plans target asset allocation and long-term asset class expected

returns We regularly review our actual asset allocation and periodically rebalance plan assets as appropriate For each percentage point

the expected long-term rate of return assumption is lowered pension expense would increase by approximately $9 million

Discount rateAs basis for determining the discount rate we utilize yield curve approach based on Aa-rated corporate

bonds and the expected timing of future benefit payments For each one-half percentage point the discount rate is lowered net periodic

benefit costs would increase by approximately $17 million

Contingent liabilitiesWe establish reserves for estimated loss contingencies when we believe loss is probable and the

amount of the probable loss can be reasonably estimated Once established we adjust reserves upon the occurrence of recognizable

event when facts and circumstances change altering our previous assumptions with respect to the likelihood or amount of loss

Retirement Pension Plans and Other Postretirement Benefit Plans

OverviewEffective January 2009 following mergers of existing plans with similar characteristics we maintain single

qualified defined benefit pension plan in the U.S the U.S Plan and single funded supplemental benefit plan the Supplemental

Plan The U.S Plan covers substantially all U.S employees and the Supplemental Plan along with two unfunded supplemental benefit

plans the Other Supplemental Plans provide certain eligible employees with benefits in excess of those allowed under the U.S Plan

Additionally we maintain two funded and two unfunded defined benefit plans collectively the Frozen Plans that we assumed in

connection with our mergers with GlobalSantaFe and RB Falcon all of which were frozen prior to the respective merger and for which

benefits no longer accrue but the pension obligations have not been
fully

distributed We refer to the U.S Plan the Supplemental Plan

the Other Supplemental Plans and the Frozen Plans collectively as the U.S Plans

We maintain defined benefit plan in the U.K covering certain current and former employees in the U.K the U.K Plan We

also provide four funded defined benefit plans primarily group pension schemes with life insurance companies and two unfunded plans

covering certain current and former employees in Norway the Norway Plans Additionally we maintain unfunded defined benefit plans

that provide retirement and severance benefits for certain of our Indonesian Nigerian and Egyptian employees the Other Plans We

refer to the U.K Plan the Norway Plans and the Other Plans collectively as the Non-U.S Plans

We refer to the U.S Plans and the Non-U.S Plans collectively as the Transocean Plans Additionally we have several

unfunded contributory and noncontributory other postretirement benefit plans the OPEB Plans covering substantially all of our U.S

employees
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The following table presents the amounts and
weighted-average assumptions associated with the U.S Plans the Non-U.S

Plans and the OPEB Plans

Year ended December 31 2009 Year ended December 31 2008

U.S Non-U.S OPEB U.S Non-U.S OPEB
Plans Plans Plans Total Plans Plans Plans Total

Net periodic benefit costs 60 24 87 30 14 47

Other comprehensive income 117 67 10 60 338 41 10 389

Emplayercontribufions 50 20 73 60 14 78

At end of period

Accumulated benefit
obligation 789 344 54 1187 763 220 64 1047

Projected benefit obligation 932 403 54 1389 900 250 64 1214

Fair value of plan assets 594 281 875 455 208 663

Funded status 338 122 54 514 445 42 64 551

Weighted-Average Assumptions

Net Periodic Benefit costs

Discount rate
5.41 6.08% 5.34% 5.57 6.14 5.97 5.96 6.09

Long-term rate of return 8.50 6.59 n/a 7.90 8.50 7.16 n/a 8.08

Compensation trend rate 4.21 4.55 n/a 4.30 4.57 4.64 n/a 4.59

Health care cost trend rate initial n/a n/a 8.99 8.99 n/a n/a 8.55 8.55

Health carecosttrend rateultimate n/a n/a 6.00% 5.00% n/a n/a 5.00% 5.00%

Benefit Obligations

Discount rate
5.84 5.5W% 552 5.76 5.40 6.06 5.35 5.56

compensation trend rate 421 4.73 n/a 4.37 4.21 4.54 n/a 4.28

n/a means not applicable

Net periodic benefit costs were reduced by expected returns on plan assets of $71 million and $74 million for the years ended December 31 2009
and 2008 respectively

Weighted-average based on relative average projected benefit
obligation

for the year

Weighted-average based on relative average fair value of plan assets for the year

Net periodic benefit costsIn the year ended December 31 2009 net periodic benefit costs increased by $40 million primarily

due to the significant decline in the aggregate fair value of plan assets held by the trusts in 2008 and higher service costs partly offset by
change in the demographic assumptions for future periods For the year ending December 31 2010 we expect net periodic benefit costs

to increase by less than $1 million compared to the net periodic benefit costs recognized in the year ended December 31 2009

Plan assetsWe review our investment policies at least annually and our plan assets and asset allocations at least quarterly to

evaluate performance relative to specified objectives To develop our asset allocation strategy we review models presenting many
different asset allocation scenarios to assess an appropriate target allocation that is expected to produce long-term gains without accepting
undue risk

In the year ended December 31 2009 plan assets of the funded Transocean Plans benefited from the favorable impact of

improvements in world equity markets since December 31 2008 as result of the 69.8 percent allocation of plan assets to equity

securities To lesser extent plan assets allocated to debt securities and other investments also experienced improved values In 2009
the fair value of the investments in the funded Transocean Plans increased by $213 million or 32.1 percent due to net investment gains of

$151 million primarily in the funded U.S Plans resulting from the favorable performance of equity markets supplemented by company
contributions of $70 million

Funding contributionsWe review the funded status of our plans at least annually and contribute an amount at least equal to

the minimum amount required For the funded U.S Plans we contribute an amount at least equal to that required by the Employee
Retirement Income Security Act of 1974 ERISA and the Pension Protection Act of 2006 PPA Actuarial computations are used to

establish the minimum contribution required under ERISA and PPA and the maximum deductible contribution allowed for income tax

purposes For the funded U.K Plan we contribute an amount as mutually agreed with the plan trustees based on actuarial

recommendations For the funded Norway Plans we contribute an amount determined by the plan trustee based on Norwegian pension
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laws For the unfunded Transocean Plans and OPEB Plans we generally fund benefit payments for plan participants as incurred We

fund our contributions to the Transocean Plans and the OPEB Plans using cash flows from operations

For the year ended December 31 2009 we contributed $73 million and participants contributed $2 million to the Transocean

Plans Our contributions in 2009 included $44 million $20 million $6 million and $3 million to the funded U.S Plans the Non-U.S Plans

the unfunded U.S Plans and the OPEB Plans respectively For the year ended December 31 2008 we contributed $78 million and

participants contributed $3 million to the Transocean Plans Our contributions in 2008 included $11 million $14 million $50 million and

$4 million to the funded U.S Plans the Non-U.S Plans and the unfunded U.S Plans and the OPEB Plans respectively

For the year ending December31 2010 we expect to contribute $76 million to the Transocean Plans These estimated

contributions are comprised of $53 million to meet minimum funding requirements for the funded U.S Plans and $16 million to meet the

funding requirements for the funded non-U.S Plans Additionally we expect to contribute an estimated $7 million to fund expected benefit

payments for the unfunded U.S Plans and Other Plans

Benefit paymentsOur projected benefit payments for the Transocean Plans and the OPEB Plans are as follows in millions

U.S Non-U.S OPEB

Years ending December 31 Plans Plans Plans Total

2010
35 6$ 44

2011 42 51

2012 39 50

2013
41 53

2014 42 54

2015-2019 256 54 21 331

Off-Balance Sheet Arrangements

We had no off-balance sheet arrangements as of December 31 2009

Related Party Transactions

Pacific Drilling LimitedWe hold 50 percent interest in TPDI British Virgin Islands
joint

venture company formed by us and

Pacific Drilling Liberian company to own two ultra-deepwater drillships named DhirubhaiDeepwaterKGl and

Dhirubhai Deepwater KG2 the latter of which is currently under construction Beginning on October 18 2010 Pacific Drilling
will have the

right
to exchange its interest in the

joint
venture for our shares or cash at purchase price based on an appraisal of the fair value of the

drillships subject to various adjustments

At February 19 2010 TPDI had outstanding promissory notes in the aggregate amount of $296 million of which $148 million is

due to Pacific Drilling and is included in long-term debt on our consolidated balance sheet

Angco Cayman LimitedWe hold 65 percent interest in ADDCL Cayman Islands joint venture company formed to

construct own and operate an ultra-deepwater drillship to be named Discoverer Luanda Angco Cayman Limited Cayman Islands

company holds the remaining 35 percent interest in ADDCL Under management services agreement with ADDCL we provide

construction management services and have agreed to provide operating management services once the drillship begins operations

Beginning on the fifth anniversary of the first well commencement date Angco Cayman Limited will have the right
to exchange its interest

in the joint venture for cash in an amount based on the appraised fair value of the driliship subject to various adjustments

New Accounting Pronouncements

For discussion of the new accounting pronouncements that have had or are expected to have an effect on our consolidated

financial statements see Notes to Consolidated Financial StatementsNote 3New Accounting Pronouncements
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ITEM 7A Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are exposed to interest rate risk primarily associated with our long-term and short-term debt For our debt obligations as of

December 31 2009 the following table presents our scheduled debt maturities in U.S dollars and related weighted-average stated interest

rates for the years ending December 31 in millions except interest rate percentages

Scheduled Maturity Date Fair Value

2010 2011 2012 2013 2014 Thereafter Total 12/31/09

Total debt

Fixed rate 1377 2453 2289 91 92 4165 10467 $10701

Average interest rate 1.7% 1.9% 1.6% 3.6 3.7% 6.7% 3.7%
Variable rate 529 26 28 779 32 257 1651 1695

Average interest rate 0.7 4.8 4.5 3.5 4.1 3.8 2.7

In preparing the scheduled maturities of our debt we assume the noteholders will exercise their options to require us to repurchase the 1.625%
Series Convertible Senior Notes 1.50% Series Convertible Senior Notes and 1.50% Series Convertible Senior Notes in December 2010
2011 and 2012 respectively

Expected maturity amounts are based on the face value of debt

At December31 2009 the face value of our variable-rate debt was approximately $1.7 billion which represented 14 percent of

the face value of our total debt and primarily consisted of notes issued under our commercial paper program and borrowings under the

ADDCL Credit Facilities and the TPDI Credit Facilities At December 31 2008 the face value of our variable-rate debt was approximately
$3.0 billion which represented 24 percent of the face value of our total debt and primarily consisted of notes issued under our commercial

paper program and borrowings under the Term Loan Based upon variable-rate debt amounts outstanding as of December 31 2009 and

2008 one percentage point change in annual interest rates would result in corresponding change in annual interest expense of

approximately $17 million and $33 million respectively We have engaged in certain hedging activities to reduce our exposure to interest

rate risk resulting from our fixed-rate debt The effect of our derivative instruments is included in the table above See Item

Managements Discussion and Analysis of Financial Condition and Results of OperationsLiquidity and Capital ResourcesDerivative
Instruments

The fair value of our debt was $12.4 billion and $12.8 billion at December 31 2009 and 2008 respectively The $400 million

decrease was primarily due to our repayment of debt during the year ended December 31 2009 and changes in corporate bond rates

large portion of our cash investments is subject to variable interest rates and would earn commensurately higher rates of return

if interest rates increase Based upon cash investments as of December 31 2009 and 2008 one percentage point change in interest

rates would result in corresponding change in annual interest income of approximately $1 million and $4 million respectively

GSF Jack Ryan is subject to fully defeased financing lease
arrangement through November 2020 under which we are required

to make additional payments if the associated defeasance deposit does not earn an annual rate of return of at least 8.0 percent the

interest rate expected at the inception of the agreement The defeasance deposit earns interest based on the British pound three-month

LIBOR which was 0.6 percent as of December31 2009 If the interest rate were to remain fixed at this rate through January 2013 we
would be required to make additional payments totaling approximately $19 million during that period We do not expect that if required

any additional payments made under this defeasance arrangement would be material to our statement of financial position results of

operations or cash flows

Foreign Exchange Risk

We are exposed to foreign exchange risk associated with our international operations Our primary foreign exchange risk

management strategy involves structuring customer contracts to provide for payment in both U.S dollars which is our functional currency
and local

currency The payment portion denominated in local
currency is based on our anticipated local currency needs over the contract

term Due to various factors including customer acceptance local banking laws other statutory requirements local
currency convertibility

and the impact of inflation on local costs actual local currency needs may vary from those anticipated in the customer contracts resulting

in partial exposure to foreign exchange risk Fluctuations in foreign currencies generally have not had material impact on our overall

operating results In situations where local currency receipts do not equal local currency requirements we may use foreign exchange
derivative instruments including forward exchange contracts or spot purchases to mitigate foreign currency risk forward exchange
contract obligates us to exchange predetermined amounts of specified currencies at stated exchange rate on stated date or to make
U.S dollar payment equal to the value of such exchange At December 31 2009 and 2008 we had no outstanding foreign exchange
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derivative instruments See Item Managements Discussion and Analysis of Financial Condition and Results of OperationsLiquidity

and Capital ResourcesDerivative Instruments

ITEM Financial Statements and Supplementary Data

MANAGEMENTS REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Transocean Ltd the Company or our is responsible for establishing and maintaining adequate internal

control over financial reporting for the Company as defined in Rules 13a-15e and 15d-15e under the Securities Exchange Act of 1934

The Companys internal control system was designed to provide reasonable assurance to the Companys management and Board of

Directors regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with

U.S generally accepted accounting principles

Internal control over financial reporting includes the controls themselves monitoring including internal auditing practices
and

actions taken to correct deficiencies as identified

There are inherent limitations to the effectiveness of internal control over financial reporting however well designed including the

possibility of human error and the possible circumvention or overriding of controls The design of an internal control system is also based

in part upon assumptions and judgments
made by management about the likelihood of future events and there can be no assurance that

an internal control will be effective under all potential future conditions As result even an effective system of internal controls can

provide no more than reasonable assurance with respect to the fair presentation of financial statements and the processes under which

they were prepared

Management assessed the effectiveness of the Companys internal control over financial reporting as of December 31 2009 In

making this assessment management used the criteria for internal control over financial reporting described in Internal ControlIntegrated

Framework by the Committee of Sponsoring Organizations of the Treadway Commission COSO Managements assessment included

an evaluation of the design of the Companys internal control over financial reporting and testing of the operating effectiveness of its

internal control over financial reporting

Management reviewed the results of its assessment with the Audit Committee of the Companys Board of Directors Based on

this assessment management has concluded that as of December 31 2009 the Companys internal control over financial reporting was

effective

The Companys independent auditors Ernst Young LLP registered public accounting firm are appointed by the Audit

Committee of the Companys Board of Directors subject to ratification by our shareholders Ernst Young LLP has audited and reported

on the consolidated financial statements of Transocean Ltd and Subsidiaries and the Companys internal control over financial reporting

The reports of the independent auditors are contained in this annual report
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of Transocean Ltd and Subsidiaries

We have audited Transocean Ltd and Subsidiaries internal control over financial reporting as of December 31 2009 based on
criteria established in Internal ControlIntegrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission the COSO criteria Transocean Ltd and Subsidiaries management is responsible for

maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting included in the

accompanying
Managements Report on Internal Control Over Financial Reporting Our responsibility is to express an opinion on the companys internal
control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial

reporting was maintained in all material respects Our audit included obtaining an understanding of internal control over financial

reporting assessing the risk that material weakness exists testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk and performing such other procedures as we considered necessary in the circumstances We believe
that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is
process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles companys internal control over financial reporting includes those policies and procedures thaI pertain to the
maintenance of records that in reasonable detail accurately and

fairly reflect the transactions and dispositions of the assets of the

company provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company and provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition use or disposition of the companys assets that could have material effect on the financial
statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of

changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion Transocean Ltd and Subsidiaries maintained in all material respects effective internal control over financial

reporting as of December 31 2009 based on the COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States the
consolidated balance sheets of Transocean Ltd and Subsidiaries as of December 31 2009 and 2008 and the related consolidated
statements of operations comprehensive income equity and cash flows for each of the three years in the period ended December 31
2009 and our report dated February 24 2010 expressed an unqualified opinion thereon

Is Ernst Young LLP

Houston Texas

February 24 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of Transocean Ltd

We have audited the accompanying consolidated balance sheets of Transocean Ltd and Subsidiaries as of December 31 2009

and 2008 and the related consolidated statements of operations comprehensive income equity and cash flows for each of the three

years
in the period ended December 31 2009 Our audits also included the financial statement schedule listed in the Index at Item 15a

These financial statements and schedule are the responsibility of the Companys Board of Directors and management Our responsibility

is to express an opinion on these financial statements and schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accouflting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free of material misstatement An audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and significant estimates made by management as

well as evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial

position of Transocean Ltd and Subsidiaries at December 31 2009 and 2008 and the consolidated results of their operations and their

cash flows for each of the three years in the period ended December 31 2009 in conformity with U.S generally accepted accounting

principles Also in our opinion the related financial statement schedule when considered in relation to the basic financial statements

taken as whole presents fairly in all material respects the information set forth therein

As discussed in Note to the consolidated financial statements the consolidated financial statements have been retrospectively

adjusted to reflect the application of new accounting standards and updates related to convertible debt instruments ii noncontrolling

interests and iii participating securities and earnings per share

As discussed in Note to the consohdated financial statements effective January 2007 the Company adopted amendments

to the accounting standards related to accounting for uncertainty in income taxes

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

Transocean Ltd.s internal control over financial reporting as of December 31 2009 based on criteria established in Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated

February 24 2010 expressed an unqualified opinion thereon

IsI Ernst Young LLP

Houston Texas

February 24 2010
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Ernst Young Ltd

Bleicherweg 21

CH-8002 Zurich

Phone 41 582863111

Fax 41 582863465

w.ey.com/ch

To the General Meeting of

Transocean Ltd Zug

Zurich February 24 2010

Report of the statutory auditor on the consolidated financial statements

As statutory auditor we have audited the consolidated financial statements of Transocean Ltd which comprise the consolidated balance

sheet as of December 31 2009 and the related consolidated statements of operations comprehensive income equity and cash flows

and notes thereto pages AR-59 to AR-i 03 for the year then ended

Board of Directors responsibility

The Board of Directors is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with

accounting principles generally accepted in the United States and the requirements of Swiss law This responsibility includes designing

implementing and maintaining an internal control system relevant to the preparation and fair presentation of consolidated financial

statements that are free from material misstatement whether due to fraud or error The Board of Directors is further responsible for

selecting and applying appropriate accounting policies and making accounting estimates that are reasonable in the circumstances

Auditors responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit We conducted our audit in

accordance with Swiss law Swiss Auditing Standards and auditing standards generally accepted in the United States Those standards

require that we plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from

material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial

statements The procedures selected depend on the auditors judgment including the assessment of the risks of material misstatement of

the consolidated financial statements whether due to fraud or error In making those risk assessments the auditor considers the internal

control system relevant to the entitys preparation and fair presentation of the consolidated financial statements in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys

internal control system An audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness of

accounting estimates made as well as evaluating the overall presentation of the consolidated financial statements We believe that the

audit evidence we have obtained is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the consolidated financial statements for the year ended December 31 2009 present fairly
in all material respects the

financial position the results of operations and the cash flows in accordance with accounting principles generally accepted in the United

States and comply with Swiss law

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act AOA and independence article 728

CO and article ii AOA and that there are no circumstances incompatible with our independence

In accordance with article 728a paragraph item CO and Swiss Auditing Standard 890 we confirm that an internal control system exists

which has been designed for the preparation of consolidated financial statements according to the instructions of the Board of Directors

We recommend that the consolidated financial statements submitted to you be approved

Ernst Young Ltd

Is Robin Errico Is Rico Fehr

Licensed audit expert Licensed audit expert

Auditor in charge
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

In millions except per share data

Years ended December 31

2009 2008 2007

As adjusted

Operating revenues

Contract drilling revenues $10607 10756 5948

Contract drilling intangible revenues 281 690 88

Other revenues 668 1228 341

11556 12674 6377

Costs and expenses

Operating and maintenance 5140 5355 2781

Depreciation depletion and amortization 1464 1436 499

General and administrative 209 199 142

6813 6990 3422

Loss on impairment 334 320

Gain loss on disposal of assets net 284

Operating income 4400 5357 3239

Other income expense net

Interest income 32 30

Interest expense net of amounts capitalized 484 640 182

Loss on retirement of debt 29
Other net 32 26 295

476 585 135

Income before income tax expense
3924 4772 3374

Income tax expense
754 743 253

Net income 3170 4029 3121

Net loss attributable to noncontrolling interest

Net income attributable to controlling interest 3181 4031 3121

Earnings per share

Basic 9.87 12.63 14.58

Diluted 9.84 12.53 14.08

Weighted-average shares outstanding

Basic 320 318 214

Diluted 321 321 222

See accompanying notes
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

In millions

Years ended December 31

2009 2008 2007

As adjusted

Netincome 3170 4029 3121

Other comprehensive income loss before income taxes

Unrecognized components of net periodic benefit costs 37 388 27
Recognized components of net periodic benefit costs 24 13

Unrealized gain loss on derivative instruments

Other net

Other comprehensive income loss before income taxes 66 387 14
Income taxes related to other comprehensive income loss 24

Other comprehensive income loss net of income taxes 90 378 12

Total comprehensive income 3260 3651 3109

Total comprehensive loss attributable to noncontrolling interest

Total comprehensive income attributable to controlling interest 3266 3653 3109

See accompanying notes

AR-60



TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

In millions except share data

December31

1130

38

2330

55

462

104

186

171

963

333

2798

66

432

63

464

230

5.349

Assets

Cash and cash equivalents

Short-term investments

Accounts receivable net

Trade

Other

Materials and supplies net

Deferred income taxes net

Assets held for sale

Other current assets

2009 2008

As adjusted

Total current assets
4476

Property and equipment
29351 25836

Less accumulated depreciation
6333 4975

Property àrd equipment net 23018 2Q861

Goodwill 8134 8128

Other assets
808 844

Total assets
36436 35182

Liabilities and equity

Accounts payable
780 914

Accrued income taxes
240 317

Debt due within one year
1868 664

Other current liabilities
730 806

Total current liabilities
3618 2701

Long-term debt
9849 12893

Deferred income taxes net
726 666

Other long-term liabilities
1755

Total long-term liabilities
12259 15314

COmmitments and contingencies

Shares CHF 15.00 par value 502852947 authorized 167617649 conditionally authorized

335235298 issued at December 31 2009 and 2008

321223882 and 319262113 outstanding at DeŒember 31 2009 and 2008 respectively 4472 4444

Additional paid-in capital
7407 7313

Retained earnings
9008 5827

Accumulated other comprehensive loss 335 420

Total controlling interest shareholders equity
20552 17164

Noncontrolling interest

Total equity
20559 17167

Total liabilities and equity
36436 35182

See accompanying notes
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TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY

In millions

Shares

319 317

317
317

321

Amount

4444

4444

Shares

Balance beginning of
period

Cancellation of shares for redomestication

Issuance of shares for redomestication

Business combination

Issuance of shares under share-based comoensation olans

Balance end of period

Years ended December 31 Years ended December 3j
Z999 2008 2007 2009 2008 2007

As adjusted

205 4444

108

28

317 4.472

Additional paid-in capital

Balance beginning of period
7313 11619 8045

Issuance of shares under share-based compensation plans 62 65
Share-based compensation expense 81 64 78

Excess tax benefit for share-based compensation plans 10 70

Repurchase of convertible notes
22

Redomestication
4441

Repurchase of shares
400

Reclassification of shares 9859
Business combination

12385
Issuance of shares upon conversion of convertible notes 414

Equity component of convertible notes 820

Changes in ownership of
noncontrolling interest and other net

18
Balance end of period 7407 7313 11619

Retained earninqs accumulated deficit

Balance beginning of period
5.827 1796 1181

Net income attributable to controlling interest
3181 4031 3121

Adjustments to initially apply accounting standards updates
144

Balance end of period
9.008 5.827 1.796

Accumulated other comprehensive loss

Balance beginning
of

period 420 42 30
Other comprehensive income loss attributable to controlling interest 85 378 12

Balance end of period 335 420 42
Total controlling interest shareholders

equity

Balance beginning of period 17164 13376 6836
Total comprehensive income attributable to controlling interest 3266 3653 3109
Issuance of shares under share-based compensation plans 35 62 65
Share-based compensation expense 81 64 78

Repurchase of convertible notes
22

Repurchaseof shares
400

Reclassification of shares 9859
Business combination

12386
Issuance of shares upon conversion of convertible notes 414

Equity component of convertible notes
820

Adjustments to
initially apply accounting standards updates

144
Other net 16 10 71

Balance end of period 20552 17164 13376
Total noncontrolling interest

Balance beginning
of

period

Total comprehensive loss attributable to
noncontrolling interest

Changes in ownership of noncontrolling interest 10

Balance end of
period

Total equity

Balance beginning of period 17167 13381 840
Total comprehensive income 3260 3651 3109
Issuance of shares under share-based compensation plans 35 62 65
Share-based compensation expense 81 64 78

Repurchase of convertible notes 22

Repurchase of shares 400
Reclassification of shares 9859
Business combination

12386
Issuance of shares upon conversion of convertible notes

414

Equity component of convertible notes
820

Adjustments to initially apply accounting standards updates
144

Othernet
10 72

Balance end of period 20559 17167 13381

See accompanying notes
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3170

281 690 88
1464 1436 499

81 64 78

10 70
334 320

284

29

209 176 18

13 40
41

169

38
434

5598

11 52

115 55
172

4.959 3073

Years ended December 31

2009 2008 2007

As adjusted

TRANSOCEAN LTD AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

In millions

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash provided by operating activities

Amortization of drilling contract intangibles

Depreciation depletion and amortization

Share-based compensation expense

Excess tax benefit from share-based compensation plans

Loss on impairment

Gain loss on disposal of assets net

Loss on retirement of debt

Amortization of debt issue costs discounts and premiums net

Deferred income taxes

Other net

Deferred revenue net

Deferred expenses net

Changes in operating assets and liabilities

Net cash provided by operatina activities

4029 3121

Cash flows from investing activities

Capital expenditures 3052 2208 1380

Proceeds from disposal of assets net 18 348 379

Proceeds from short-term investments 564 59

Purchases of short-term investments 269 408

Business combination 5129

Cash balances acquired in business combination 695

Joint ventures and other investments net 45 13 242

Net cash used in investing activities 2694 2196 5677

Cash flows from financing activities

Change in short-term borrowings net 382 837 1500

Proceeds from debt 514 2661 24095

Repayments of debt 2871 4893 12033

Financing costs 24 106

Repurchase of shares 400

Payment to shareholders for Reclassification 9859

Payments for warrant exercises net 13 40

Proceeds from share-based compensation plans net 17 51 72

Excess tax benefit from share-based compensation plans
10 70

Othernet

Net cash provided by used in financing activities 2737 3041 3378

Net increase decrease in cash and cash equivalents
167 278 774

Cash and cash equivalents at beginning of period
963 1241 467

Cash and cash equivalents at end of period 1130 963 1241

See accompanying notes
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1Nature of Business

Transocean Ltd together with its subsidiaries and predecessors unless the context requires otherwise Transocean the

Company we us or our is leading international provider of offshore contract drilling services for oil and gas wells Our mobile

offshore
drilling fleet is considered one of the most modern and versatile fleets in the world Specializing in technically demanding sectors

of the offshore
drilling

business with particular focus on deepwater and harsh environment drilling services we contract our drilling rigs

related equipment and work crews predominantly on dayrate basis to drill oil and gas wells At December 31 2009 we owned had

partial ownership interests in or operated 138 mobile offshore
drilling

units As of this date our fleet consisted of 44 High-Specification

Floaters Ultra-Deepwater Deepwater and Harsh Environment semisubmersibles and drillships 26 Midwater Floaters

10 High-Specification Jackups 55 Standard Jackups and three Other Rigs We also have five Ultra-Deepwater Floaters under

construction see Note 9Drilling Fleet Expansion and Dispositions

We also provide oil and gas drilling management services drilling engineering and
drilling project management services and we

participate in oil and gas exploration and production activities
Drilling management services are provided through Applied Drilling

Technology Inc our wholly owned subsidiary and through ADT International division of one of our U.K subsidiaries together ADTI
ADTI conducts

drilling management services primarily on either dayrate or completed-project fixed-price or turnkey basis Oil and

gas properties consist of exploration development and production activities performed by Challenger Minerals Inc and Challenger
Minerals North Sea Limited together CMI our oil and gas subsidiaries

In November 2007 we completed our merger transaction the Merger with GlobalSantaFe Corporation GlobalSantaFe

Immediately prior to the effective time of the Merger each of Transocean Inc.s outstanding ordinary shares was reclassified by way of

scheme of arrangement under Cayman Islands law into 0.6996 Transocean Inc ordinary shares and $33.03 in cash the
Reclassification and together with the Merger the GSF Transactions At the effective time of the Merger each outstanding ordinary

share of GlobalSantaFe the GlobalSantaFe Ordinary Shares was exchanged for 0.4757 Transocean Inc ordinary shares after

giving effect to the Reclassification and $22.46 in cash We have included the financial results of GlobalSantaFe in our consolidated

financial statements beginning November 27 2007 the date GlobalSantaFe Ordinary Shares were exchanged for Transocean Inc.s

ordinary shares See Note 5Business Combination

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among
Transocean Ltd Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized
under the laws of the Cayman Islands that was wholly owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged

by way of schemes of arrangement under Cayman Islands law with Transocean Cayman Ltd with Transocean Inc as the surviving

company the Redomestication Transaction In the Redomestication Transaction Transocean Ltd issued one of its shares in exchange
for each ordinary share of Transocean Inc In addition Transocean Ltd issued 16 million of its shares to Transocean Inc for future use to

satisfy Transocean Ltd.s obligations to deliver shares in connection with awards granted under our incentive plans or other rights to

acquire shares of Transocean Ltd The Redomestication Transaction effectively changed the place of incorporation of our parent holding

company from the Cayman Islands to Switzerland As result of the Redomestication Transaction Transoceah Inc became direct

wholly owned subsidiary of Transocean Ltd In connection with the Redomestication Transaction we relocated our principal executive

offices to Vernier Switzerland

Note 2Significant Accounting Policies

Accounting estimatesThe preparation of financial statements in accordance with accounting principles generally accepted in

the United States U.S requires us to make estimates and assumptions that affect the reported amounts of assets liabilities revenues
and expenses and the disclosures of contingent assets and liabilities On an ongoing basis we evaluate our estimates and assumptions

including those related to our allowance for doubtful accounts materials and supplies obsolescence property and equipment investments

goodwill and other intangible assets income taxes share-based compensation defined benefit pension plans and other postretirement

benefits and contingencies We base our estimates and assumptions on historical experience and on various other factors we believe are

reasonable under the circumstances the results of which form the basis for making judgments about the carrying values of assets and

liabilities that are not readily apparent from other sources Actual results could differ from such estimates

Fair value measurementsWe estimate fair value at price that would be received to sell an asset or paid to transfer
liability

in an orderly transaction between market participants in the principal market for the asset or liability Our valuation techniques require

inputs that we categorize using three-level hierarchy as follows unadjusted quoted prices for identical assets or liabilities in active

markets Level direct or indirect observable inputs including quoted prices or other market data for similar assets or liabilities in

active markets or identical assets or liabilities in less active markets Level and unobservable inputs that require significant

judgment for which there is little or no market data Level When multiple input levels are required for valuation we categorize the

entire fair value measurement according to the lowest level input that is significant to the measurement even though we may have also

utilized significant inputs that are more readily observable

Principles of consolidationWe consolidate those investments that meet the criteria of variable interest entity where we are

deemed to be the primary beneficiary for accounting purposes and for entities in which we have majority voting interest Intercompany

transactions and accounts are eliminated in consolidation For investments in
joint ventures and other entities that do not meet the criteria
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

of variable interest entity or where we are not deemed to be the primary beneficiary for accounting purposes of those entities that meet

the variable interest entity criteria we use the equity method of accounting if we have the ability to exercise significant influence over the

unconsolidated affiliate We use the cost method of accounting for investments in
joint

ventures and other entities if we do not have the

ability to exercise significant influence over the unconsolidated affiliate See Note 4Variable Interest Entities

We had investments in and advances to unconsolidated affiliates of $11 million and $17 million at December31 2009 and 2008

respectively and reported these amounts in other assets on our consolidated balance sheet We recognized equity in earnings losses of

unconsolidated affiliates of $2 million $2 million and $2 million for the years
ended December 31 2009 2008 and 2007 respectively and

reported these amounts in other net on our consolidated statement of operations

Cash and cash equivalentsCash equivalents are highly liquid debt instruments with an original maturity of three months or

less that may include time deposits with number of commercial banks with high credit ratings U.S Treasury and government securities

Eurodollar time deposits certificates of deposit and commercial paper
We may also invest excess funds in no-load open-end

management investment trusts management trusts The management trusts invest exclusively in high quality money market

instruments Cash equivalents are stated at cost plus accrued interest which approximates fair value

Allowance for doubtful accountsWe establish reserves for doubtful accounts on case-by-case basis considering changes

in the financial position of major customer when we believe the required payment of specific amounts owed is unlikely to occur We

derive majority of our revenues from services to international oil companies and government-owned or government-controlled oil

companies We do not generally require collateral or other security to support customer receivables The allowance for doubtful accounts

was $65 million and $114 million at December31 2009 and 2008 respectively

Materials and suppliesMaterials and supplies are carried at average cost less an allowance for obsolescence Such

allowance was $66 million and $49 million at December 31 2009 and 2008 respectively

Property and equipmentProperty and equipment consisting primarily of offshore drilling rigs and related equipment

represented approximately 63 percent of our total assets at December 31 2009 The carrying values of these assets are based on

estimates assumptions and judgments relative to capitalized costs useful lives and salvage values of our rigs These estimates

assumptions and judgments reflect both historical experience and expectations regarding future industry conditions and operations We

compute depreciation using the straight-line method after allowing for salvage values Expenditures for renewals replacements and

improvements are capitalized Maintenance and repairs are expensed as incurred Upon sale or other disposition the applicable carrying

amounts of asset cost and accumulated depreciation are removed from the accounts and the net amount less net proceeds from disposal

is recognized in gain loss from disposal of assets net

Estimated original useful lives of our drilling
units range

from 18 to 35 years buildings and improvements from 10 to 30 years

and machinery and equipment from four to 12 years
From time to time we may review the estimated remaining useful lives of our drilling

units and we may extend the useful life when events and circumstances indicate drilling unit can operate beyond its remaining useful

life During 2009 we adjusted the useful lives for 10 rigs extending the estimated useful lives from between 30 and 35 years to between

33 and 50 years During 2008 we adjusted the useful lives for five rigs extending the estimated useful lives from between 30 and

35 years to between 34 and 50 years During 2007 we adjusted the useful lives for six rigs extending the estimated useful lives from

between 30 and 35 years to between 35 and 45 years We deemed the life extensions appropriate for each of these
rigs

based on the

respective contracts under which the
rigs

were operating and the additional life-extending work upgrades and inspections we performed

on the rigs For each of the years ended December 31 2009 2008 and 2007 the changes in estimated useful lives of these rigs resulted

in reduction in depreciation expense of $23 million $0.07 per diluted share $6 million $0.02 per diluted share and $25 million

$0.11 per diluted share respectively which had no tax effect for any period

During 2008 we also adjusted the useful lives for four
rigs

that we acquired in the Merger reducing the estimated useful lives

from between eight and 16 years to between three and nine years We determined the appropriate useful lives for each of these rigs

based on our review of technical specifications of the rigs and comparisons to the remaining useful lives of comparable rigs
in our fleet In

2008 the change in estimated useful life of these
rigs

resulted in an increase in depreciation expense
of $46 million $0.14 per diluted

share which had no tax effect

Assets held for saleWe classify an asset as held for sale when the facts and circumstances meet the required criteria for

such classification including the following we have committed to plan to sell the asset the asset is available for immediate sale

we have initiated actions to complete the sale including locating buyer the sale is expected to be completed within one year

the asset is being actively marketed at price that is reasonable relative to its fair value and the plan to sell is unlikely to be subject

to significant changes or termination At December 31 2009 and 2008 we had assets held for sale included in current assets in the

amount of $186 million and $464 million respectively See Note 26Subsequent Events

Long-lived assets and definite-lived intangible assetsWe review the carrying values of long-lived assets and definite-lived

intangible assets principally property and equipment and drilling management services customer relationships asset for potential

impairment when events occur or circumstances change that indicate that the carrying value of such assets may not be recoverable For

assets classified as held and used we determine recoverability by evaluating the undiscounted estimated future net cash flows of the

related asset or asset group
under review We consider our asset groups to be Ultra-Deepwater Floaters Deepwater Floaters Harsh

Environment Floaters Midwater Floaters High-Specification Jackups Standard Jackups and Other Rigs The estimated future net cash

AR-65



TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

flows are based upon projected utilization and dayrates For our drilling management services customer relationships asset we estimate

fair value using the excess earnings method which applies the income approach For an asset classified as held for sale we measure the

asset at the lower of its carrying amount or fair value less cost to sell For the years ended December 31 2009 and 2008 we concluded
that our customer relationships asset and our assets held for sale were impaired See Note 6Impairments and Note 10Goodwill and
Other Intangible Assets

Goodwill and other indefinite-lived intangible assetsWe conduct impairment testing for our goodwill and other indefinite-

lived intangible assets annually as of October and more frequently when an event occurs or circumstances change that may indicate

reduction in the fair value of reporting unit or the intangible asset is below its carrying value We test goodwill at the reporting unit level

which is defined as an operating segment or component of an operating segment that constitutes business for which financial

information is available and is regularly reviewed by management We test goodwill for impairment by comparing the carrying amount of

the reporting unit including goodwill to the fair value of the reporting unit If the reporting units carrying amount exceeds its fair value we
consider goodwill impaired and perform second step to measure the amount of the impairment loss if any We have identified three

reporting units for this purpose contract
drilling services drilling management services and oil and gas properties As result of

our testing in each of the years ended December 31 2009 and 2007 we concluded that goodwill was not impaired For the year ended
December 31 2008 we concluded that the goodwill of

drilling management services was impaired See Note 6Impairments and
Note 10Goodwill and Other Intangible Assets

For our contract
drilling services reporting unit we estimate fair value using projected discounted cash flows and publicly traded

company multiples To develop the projected cash flows associated with our contract
drilling

services reporting unit which are based on
estimated future utilization and dayrates we consider key factors that include assumptions regarding future commodity prices credit

market conditions and the effect these factors may have on our contract drilling operations and the capital expenditure budgets of our
customers We discount the projected cash flows using long-term weighted-average cost of capital which is based on our estimate of

the investment returns that market participants would require for each of our reporting units We derive publicly traded company multiples
for companies with operations similar to our reporting units using observable information related to shares traded on stock exchanges and
when available observable information related to recent acquisitions

For our trade name asset an indefinite-lived intangible asset we estimate fair value using the relief from royalty method which

applies the income approach For the years ended December 31 2009 and 2008 we concluded that the trade name asset for our drilling

management services reporting unit was impaired See Note 6Impairments and Note 10Goodwill and Other Intangible Assets

Contingent liabilitiesWe establish reserves for estimated loss contingencies when we believe loss is probable and the

amount of the probable loss can be reasonably estimated Once established we adjust reserves upon the occurrence of recognizable

event when facts and circumstances change altering our previous assumptions with respect to the likelihood or amount of loss See
Note 16Commitments and Contingencies

Operating revenues and expensesOperating revenues are recognized as earned based on contractual daily rates or on

fixed-price basis In connection with
drilling contracts we may receive revenues for preparation and mobilization of equipment and

personnel or for capital improvements to rigs In connection with new
drilling contracts revenues earned and incremental costs incurred

directly related to contract preparation and mobilization are deferred and recognized over the primary contract term of the
drilling project

using the straight-line method Our policy to amortize the fees related to contract preparation mobilization and capital upgrades on

straight-line basis over the estimated firm period of
drilling

is consistent with the general pace of activity level of services being provided

and dayrates being earned over the life of the contract For contractual daily rate contracts we account for loss contracts as the losses are

incurred Costs of relocating drilling
units without contracts to more promising market areas are expensed as incurred Upon completion

of drilling contracts any demobilization fees received are reported in income as are any related expenses Capital upgrade revenues
received are deferred and recognized over the primary contract term of the drilling project The actual cost incurred for the capital upgrade
is depreciated over the estimated useful life of the asset We incur periodic survey and drydock costs in connection with obtaining

regulatory certification to operate our rigs on an ongoing basis Costs associated with these certifications are deferred and amortized on

straight-line basis over the period until the next survey

Contract drilling intangible revenuesIn connection with the Merger we acquired drilling contracts for future contract
drilling

services of GlobalSantaFe The terms of these contracts include fixed dayrates that were above or below the market dayrates available for

similar contracts as of the date of the Merger We recognized the fair value adjustments as contract intangible assets and liabilities

recorded in other assets and other long-term liabilities respectively We amortize the resulting contract
drilling intangible revenues on

straight-line basis over the respective contract penod During the years ended December 31 2009 and 2008 we recognized $281 million

and $690 million respectively in contract intangible revenues on our consolidated statements of operations See Note 10Goodwill and
Other Intangible Assets

Other revenuesOur other revenues represent those derived from
drilling management services integrated services oil and

gas properties and customer reimbursable revenues For fixed-price contracts associated with our drilling management services we
recognize revenues and expenses upon well completion and customer acceptance and we recognize loss provisions on contracts in

progress when losses are anticipated We refer to integrated services as those services we provide through contractors and our

employees under certain contracts that include well and logistics services in addition to our normal drilling services We consider customer

reimbursable revenues to be billings to our customers for reimbursement of certain equipment materials and supplies third-party services
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employee bonuses and other expenses that we recognize in operating and maintenance expense the result of which has little or no effect

on operating income

Share-based compensationFor time-based awards we recognize compensation expense on straight-line basis through the

date the employee is no longer required to provide service to earn the award the service period For market-based awards that vest at

the end of the service period we recognize compensation expense on straight-line basis through the end of the service period For

performance-based awards with graded vesting conditions we recognize compensation expense on straight-line basis over the service

period for each separately vesting portion of the award as if the award was in substance multiple awards Share-based compensation

expense is recognized net of forfeiture rate estimated at the time of grant based on historical experience and adjusted if necessary in

subsequent periods based on actual forfeitures

To measure the fair values of time-based restricted shares and deferred units granted or modified we use the market price of

our shares on the grant date or modification date To measure the fair values of stock options and stock appreciation rights SARs

granted or modified we use the Black-Scholes-Merton option-pricing model and apply assumptions for the expected life risk-free interest

rate dividend yield and expected volatility
The expected life is based on historical information of past employee behavior regarding

exercises and forfeitures of options The risk-free interest rate is based upon the published U.S Treasury yield curve in effect at the time

of grant or modification for instruments with similar life The dividend yield is based on our history and expectation of dividend payouts

The expected volatility
is based on blended rate with an equal weighting of the historical volatility

based on historical data for an

amount of time approximately equal to the expected life and implied volatility
derived from our at-the-money long-dated call options To

measure the fair values of market-based deferred units granted or modified we use Monte Carlo simulation model and in addition to the

assumptions applied for the Black-Scholes-Merton option-pricing model we apply assumptions using risk neutral model and an average

price at the performance start date The risk neutral model assumes that all peer group stocks grow at the risk-free rate The average

price at the performance start date is based on the average stock price for the preceding 30 trading days

We recognize share-based compensation expense in the same financial statement line item as cash compensation paid to the

respective employees Tax deduction benefits for awards in excess of recognized compensation costs are reported as financing cash

flow Share-based compensation expense was $81 million $64 million and $78 million in the years ended December 31 2009 2008 and

2007 respectively Income tax benefit on share-based compensation expense was $8 million $8 million and $9 million in the years
ended

December 31 2009 2008 and 2007 respectively See Note 17Share-Based Compensation Plans

Pension and other postretirement benefitsWe use January measurement date for determining net periodic benefit costs

and December 31 measurement date for determining benefit obligations and the fair value of plan assets We determine our net periodic

benefit costs based on market-related valuation of assets that reduces year-to-year volatility by recognizing investment gains or losses

over five-year period from the year in which they occur Investment gains or losses for this purpose are measured as the difference

between the expected return calculated using the market-related value of assets and the actual return based on the market-related value

of assets

The obligations and related costs for our defined benefit pension and other postretirement benefit plans retiree life insurance

and medical benefits are actuarially determined by applying assumptions including long-term rate of return on plan assets discount rates

compensation increases employee turnover rates and health care cost trend rates The two most critical assumptions are the long-term

rate of return on plan assets and the discount rate

For the long-term rate of return we develop our assumptions regarding the expected rate of return on plan assets based on

historical experience and projected long-term investment returns which consider each plans target asset allocation and long-term asset

class return expectations For the discount rate we base our assumptions on yield curve approach based on Aa-rated corporate bonds

and the expected timing of future benefit payments For the projected compensation trend rate we consider short-term and long-term

compensation expectations for participants including salary increases and performance bonus payments For the health care cost trend

rate for other postretirement benefits we establish our assumptions for health care cost trends applying an initial trend rate that reflects

both our recent historical experience and broader national statistics with an ultimate trend rate that assumes that the portion of gross

domestic product devoted to health care eventually becomes constant

Pension and other postretirement benefit plan obligations represented total liability
of $514 million and $551 million at

December 31 2009 and 2008 respectively Net periodic benefit costs were $84 million $44 million and $26 million for the years ended

December31 2009 2008 and 2007 respectively See Note 15Postemployment Benefit Plans

Capitalized interestWe capitalize interest costs for qualifying construction and upgrade projects We capitalized interest

costs on construction work in progress of $182 million $147 million and $77 million for the years ended December 31 2009 2008 and

2007 respectively

Derivatives and hedgingFrom time to time we may enter into variety of derivative financial instruments in connection with

the management of our exposure to variability in foreign exchange rates and interest rates We record derivatives on our consolidated

balance sheet measured at fair value For derivatives that do not qualify for hedge accounting we recognize the gains and losses

associated with changes in the fair value in current period earnings See Note 12Derivatives and Hedging and Note 14Financial

Instruments and Risk Concentration

AR-67



TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

We may enter into cash flow hedges to manage our exposure to variability of the expected future cash flows of recognized
assets or liabilities or of unrecognized forecasted transactions For derivative that is designated and qualifies as cash flow hedge we

initially recognize the effective portion of the gains or losses in other comprehensive income and subsequently recognize the gains and

losses in earnings in the period in which the hedged forecasted transaction affects earnings We recognize the gains and losses

associated with the ineffective portion of the hedges in interest expense in the period in which they are realized

We may enter into fair value hedges to manage our exposure to changes in fair value of recognized assets or liabilities such as
fixed-rate debt or of unrecognized firm commitments For derivative that is designated and qualifies as fair value hedge we

simultaneously recognize in current period earnings the gains or losses on the derivative along with the offsetting losses or gains on the

hedged item attributable to the hedged risk The resulting ineffective portion which is measured as the difference between the change in

fair value of the derivative and the hedged item is recognized in current period earnings

Foreign currencyThe majority of our revenues and expenditures are denominated in U.S dollars to limit our exposure to

foreign currency fluctuations resulting in the use of the U.S dollar as the functional
currency for all of our operations Foreign currency

exchange gains and losses are primarily included in other income expense as incurred We had net foreign currency exchange losses of

$34 million $3 million and $W million for the years ended December 31 2009 2008 and 2007 respectively

Income taxesIncome taxes have been provided based upon the tax laws and rates in effect in the countries in which

operations are conducted and income is earned There is little or no expected relationship between the provision for or benefit from

income taxes and income or loss before income taxes because the countries in which we operate have taxation regimes that vary not only

with respect to nominal rate but also in terms of the
availability

of deductions credits and other benefits Variations also arise because

income earned and taxed in
any particular country or countries may fluctuate from year to year We recognize deferred tax assets and

liabilities for the anticipated future tax effects of temporary differences between the financial statement basis and the tax basis of our

assets and liabilities using the applicable jurisdictional tax rates in effect at year end We record valuation allowance for deferred tax

assets when it is more likely than not that some or all of the benefit from the deferred tax asset will not be realized See Note 7Income
Taxes

ReclassificationsWe have made certain reclassifications to prior period amounts to conform with the current year
presentation These reclassifications did not have material effect on our consolidated statement of financial position results of

operations or cash flows

Subsequent eventsWe evaluate subsequent events through the time of our filing on the date we issue our financial

statements For the year ended December 31 2009 we have evaluated subsequent events through the time of our filing on February 24
2010 the date on which we issued our financial statements See Note 26Subsequent Events

Note 3New Accounting Pronouncements

Recently Adopted Accounting Standards

Earnings per shareEffective January 2009 we adopted the accounting standards update related to participating securities

which clarified that all outstanding unvested share-based payment awards containing rights to nonforleitable dividends are considered

participating securities and the holders of the unvested awards therefore participate in undistributed earnings with common shareholders

Accordingly the two-class method of computing basic and diluted earnings per share must be applied to the unvested awards As result

of our adoption we adjusted our earnings per share for each period presented by deducting the proportionate amount of our undistributed

earnings allocable to the participating securities from net income to arrive at net income attributable to shareholders Our adoption did not

have material effect on basic or diluted earnings per share for the years ended December 31 2008 or 2007 See Note 8Earnings per

Share

DebtEffective January 2009 we adopted the accounting standards update regarding convertible debt instruments that may
be settled in cash upon conversion which required the issuer of certain convertible debt instruments to separately account for the

liability

and equity components of the instrument and reflect interest expense at the issuers market rate of borrowing for non-convertible debt

instruments We applied these provisions in accounting and reporting for our convertible senior notes In addition to the reduction of debt

balances and increase of shareholders equity on our consolidated balance sheets for each period presented the retrospective application

resulted in non-cash increase to our annual historical interest expense net of amounts capitalized of $171 million and $10 million for the

years ended December 31 2008 and 2007 respectively See Note 11Debt

Compensation retirement benefitsEffective for the year ended December 31 2009 we adopted the accounting standards

update regarding employers disclosures about postretirement benefit plan assets which provided additional requirements for enhanced

disclosures related to plan assets of defined benefit pension or other postretirement plan Our adoption did not have material effect on

the disclosures contained within our notes to consolidated financial statements See Note 15Postemployment Benefit Plans

Business combinationsEffective January 2009 we adopted the accounting standards update regarding business

combinations which required primarily all acquired assets liabilities noncontrolling interest and certain contingencies be measured at

fair value broader scope of business combinations to include all transactions in which one entity gains control over one or more other

businesses and acquisition-related costs and anticipated restructuring costs of the acquired company to be recognized separately from
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the acquisition Assets and liabilities arising from contingencies related to business combination must be recognized at their

acquisition-date fair values if the fair values can be determined during the measurement period If the fair values of such contingencies

cannot be determined during the measurement period they must be recognized at the acquisition date if the contingencies are probable

and an amount can be reasonably estimated We will apply such principles with respect to any business combinations occurring after

January 2009 and with respect to certain income tax matters related to business combinations that occurred prior to our adoption

Because of the prospective application requirement our adoption did not have an effect on our historical consolidated statement of

financial position results of operations or cash flows

ConsolidationEffective January 2009 we adopted the accounting standards update related to noncontrolling interest that

established accounting and reporting requirements for noncontrolling interest in subsidiary and the deconsolidation of

subsidiary The update required that noncontrolling interest be reported as equity on the consolidated balance sheet and required that net

income attributable to controlling interest and to noncontrolling interest be shown separately on the face of the statement of operations As

result of our adoption on our consolidated statements of operations we have separately presented net income loss attributable to

noncontrolling interest and net income attributable to controlling interest Additionally on our consolidated balance sheet presented as of

December 31 2008 we reclassified to equity the balance of $3 million associated with noncontrolling interest

Derivatives and hedgingEffective January 2009 we adopted the accounting standards update related to derivative

instruments and hedging activities which required enhanced disclosures about how and why an entity uses derivative instruments

how an entity accounts for derivative instruments and related hedged items and how derivative instruments and related hedged

items affect an entitys financial position financial performance and cash flows Our adoption did not have material effect on the

disclosures contained within our notes to consolidated financial statements See Note 12Derivatives and Hedging

Fair value measurements and disclosuresEffective January 2008 we adopted the accounting standards update related

to fair value measurement of financial instruments that defined fair value thereby offering single source of guidance for the

application of fair value measurement established framework for measuring fair value that contains three-level hierarchy for the

inputs to valuation techniques and required enhanced disclosures about fair value measurements Our adoption did not have

material effect on our consolidated statement of financial position results of operations or cash flows

Effective January 2009 we adopted the remaining provisions of the accounting standards update for fair value measurement

of nonfinancial assets and nonfinancial liabilities that are recognized or disclosed at fair value in the financial statements on nonrecurring

basis which we applied in estimating the fair value of our intangible assets reporting units and assets held for sale see Note

Impairments Our adoption did not have material effect on our consolidated statement of financial position results of operations or cash

flows

Effective April 2009 we adopted the accounting standards update related to measuring fair value when the volume and level

of activity for the assets or liability
have significantly decreased and identifying transactions that are not orderly which provided additional

guidance for estimating fair value when there is no active market or where the
activity represents distressed sales on an interim and annual

reporting basis Our adoption did not have material effect on our consolidated statement of financial position results of operations or

cash flows

Subsequent eventsEffective for events occurring subsequent to June 30 2009 we adopted the accounting standards update

regarding subsequent events which established the period after the balance sheet date during which management should evaluate

events or transactions that may occur for potential recognition or disclosure in the financial statements the circumstances under which

an entity should recognize events or transactions occurring after the balance sheet date in its financial statements and the disclosures

that an entity should make about events or transactions that occurred after the balance sheet date Our adoption did not have material

impact on the disclosures contained within our notes to consolidated financial statements See Note 2Significant Accounting Policies

and Note 26Subsequent Events

Recently Issued Accounting Standards

ConsolidationEffective January 2010 we will adopt the accounting standards update that requires enhanced transparency

of our involvement with variable interest entities which amends certain guidance for determining whether an enterprise is variable

interest entity requires qualitative rather than quantitative analysis to determine the primary beneficiary and requires continuous

assessments of whether an enterprise is the primary beneficiary of variable interest entity The update is effective as of the first annual

reporting period that begins after November 15 2009 for interim periods within that first annual reporting period and for interim and annual

reporting periods thereafter We are evaluating these requirements particularly with regard to our interests in Transocean Pacific Drilling

Inc TPDI and Angola Deepwater Drilling Company Limited ADDCL and continue to evaluate the effect that our adoption will have

on our consolidated statements of financial position results of operations or cash flows See Note 4Variable Interest Entities

Fair value measurements and disclosuresEffective January 2010 we will adopt the effective provisions of the accounting

standards update that clarifies existing disclosure requirements and introduces additional disclosure requirements for fair value

measurements The update requires entities to disclose the amounts of and reasons for significant transfers between Level and Level

the reasons for any transfers into or out of Level and information about recurring Level measurements of purchases sales issuances

and settlements on gross basis The update also clarifies that entities must provide fair value measurement disclosures for each

class of assets and liabilities and information about both the valuation techniques and inputs used in estimating Level and Level fair
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value measurements Except for the requirement to disclose information about purchases sales issuances and settlements in the

reconciliation of recurring Level measurements on gross basis the update is effective for interim and annual periods beginning after

December 15 2009 The requirement to separately disclose purchases sales issuances and settlements of recurring Level

measurements is effective for interim and annual periods beginning after December 15 2010 We do not expect that our adoption will

have material effect on the disclosures contained in our notes to consolidated financial statements

Note 4Variable Interest Entities

In October 2007 we acquired 50 percent interest in TPDI British Virgin Islands joint venture company formed by us and

Pacific
Drilling Limited Pacific Drilling Liberian company to own and operate two ultra-deepwater driliships named

Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2 the latter of which is currently under construction Since TPDIs equity at risk is

insufficient to permit TPDI to carry on its activities without additional subordinated financial support TPDI meets the criteria for variable

interest entity and we have determined that we are the primary beneficiary for accounting purposes As result we consolidate TPDI in

our consolidated financial statements intercompany transactions are eliminated and the interest that is not owned by us is presented as

noncontrolling interest on our consolidated balance sheet Under management services agreement we currently provide construction

management services for the Dhirubhai Deepwater KG2 and operating management services for the Dhirubhai Deepwater KG1 and we

have agreed to provide operating management services for the Dhirubhai Deepwater KG2 after the drillship commences operations

Beginning on October 18 2010 Pacific Drilling will have the right to exchange its interest in the
joint venture for our shares or cash at

purchase price based on an appraisal of the fair value of the drillships subject to various adjustments

In September 2008 we acquired 65 percent interest in ADDCL Cayman Islands
joint venture company formed to

commission the construction ownership and operation of the ultra-deepwater drillship to be named Discoverer Luanda Angco Cayman
Limited acquired the remaining 35 percent interest in ADDCL Even though we do not have majority voting interest over the operations

of ADDCL we have determined that ADDCL is variable interest-entity for which we are the primary beneficiary for accounting purposes

because its equity at risk is insufficient to enable ADDCL to carry on its activities without additional subordinated financial support from us

Accordingly we consolidate ADDCL in our consolidated financial statements intercompany transactions are eliminated and the interest

that is not owned by us is presented as noncontrolling interest on our consolidated balance sheet We provide construction management
services for the newbuild and have agreed to provide operating management services once the drillship begins operations Beginning on

the fifth anniversary of the first well commencement date Angco Cayman Limited will have the
right

to exchange its interest in the joint

venture for cash at purchase price based on an appraisal of the fair value of the driliship subject to various adjustments

The carrying amounts associated with these two joint ventures after eliminating the effect of intercompany transactions were as

follows in millions

December 31 2009 December31 2008

Net carrying Net carrying

Assets Liabilities amount Assets Liabilities amount

Variable interest entity

TPDI 1500 763 737 803 413 390

ADDCL 582 482 100 354 307 47

Total 2082 1245 837 1157 720 437

Note 5Business Combination

In connection with the Merger Transocean Inc issued approximately 107752000 ordinary shares and paid approximately

$5 billion in cash We accounted for the Merger using the purchase method of accounting with Transocean treated as the accounting

acquirer As result the assets and liabilities of Transocean remained at historical amounts We recorded the assets and liabilities of

GlobalSantaFe at their estimated fair values at November 27 2007 the date of completion of the GSF Transactions with the excess of the

purchase price over the sum of these fair values recorded as goodwill and we included the results of operations and cash flows for

approximately one month of 2007 in our consolidated financial statements for the year ended December 31 2007

The purchase price included at estimated fair value current assets of $2.1 billion drilling
and other property and equipment of

$12.3 billion intangible assets of $368 million other assets of $170 million and the assumption of current liabilities of $636 million other

long-term liabilities of $2.3 billion and long-term debt of $576 million The excess of the purchase price over the estimated fair value of net

assets acquired was $6.1 billion which has been accounted for as goodwill

In the fourth quarter of 2008 we completed our evaluation of the purchase price allocation As result during 2008 we made

adjustments to the estimated fair value of certain assets and liabilities with corresponding net adjustment to goodwill amounting to

$123 million which are reflected in the amounts noted above Our adjustments to the allocation of the fair value of assets acquired and

liabilities assumed were primarily related to property and equipment accrued pension liabilities severance liabilities and income taxes

including deferred taxes uncertain tax positions and other tax accruals See Note 10Goodwill and Other Intangible Assets
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Unaudited pro forma combined operating results of Transocean and GlobalSantaFe assuming the GSF Transactions were

completed as of January 2007 are as follows in millions except per share data

Year ended

December 31

2007

As adjusted

Operating revenues
$11066

Operating income 4870

Income from continuing operations
3678

Earnings per share

Basic
17.19

Diluted
16.57

The unaudited pro forma financial information includes adjustments for additional depreciation based on the fair market value of

the
drilling

and other property and equipment acquired amortization of intangibles arising from the Merger increased interest expense for

debt assumed in the Merger and related adjustments for income taxes The unaudited pro forma financial information has not been

adjusted for additional charges and expenses or for other potential cost savings and operational efficiencies that may be realized as

result of the GSF Transactions The unaudited pro forma financial information is not necessarily indicative of the results of operations had

the GSF Transactions been completed on the assumed dates or of the results of operations for any future periods

Note 6Impairments

Assets held for saleDuring the year
ended December 31 2009 we determined that GSF Arctic II and GSF Arctic IV both

classified as assets held for sale were impaired due to the continued global economic downturn and depressed commodity prices both of

which have had an adverse effect on our industry We estimated the fair values of these rigs based on an exchange price that would be

received for the assets in the principal or most advantageous market for the assets in an orderly transaction between market participants

as of the measurement date and considering our undertakings to the Office of Fair Trading in the U.K OFT that require the sale of the

rigs with certain limitations and in limited amount of time We based our estimates on unobservable inputs that require significant

judgment for which there is little or no market data including non-binding price quotes from unaffiliated parties considering existing

market conditions and restrictions imposed by the OFT As result of our evaluation during the year ended December 31 2009 we

recognized an impairment loss of $279 million $0.87 per diluted share which had no tax effect See Note 26Subsequent Events

During the year ended December 31 2008 we recognized an impairment loss of $97 million $0.30 per diluted share which had no tax

effect

Goodwill and other intangible assetsDuring the year
ended December 31 2009 we determined that the customer

relationships and trade name intangible assets associated with our drilling management services reporting unit were impaired due to

market conditions resulting from the continued global economic downturn and depressed commodity prices We estimated the fair value of

the customer relationships intangible asset using the multi-period excess earnings method and we estimated the fair value of the trade

name using the relief from royalty method both valuation methodologies that apply the income approach Our valuations were based on

projections of the future performance of the drilling management services reporting unit using unobservable inputs that require significant

judgment for which there is little or no market data including assumptions about future commodity prices projected demand for our

services rig availability and dayrates As result of our impairment testing we determined that the carrying amount of the customer

relationships intangible asset exceeded its fair value and we recognized impairment losses of $49 million $33 million or $0.10 per diluted

share net of tax for the year
ended December 31 2009 Additionally we determined that the carrying amount of the trade name

intangible asset exceeded its fair value and we recognized an impairment loss of $6 million $4 million or $0.01 per diluted share net of

tax

In the fourth quarter of 2009 we performed our annual impairment testing for indefinite-lived intangible assets Based on the

results of our tests we determined that the goodwill associated with our contract drilling
services reporting unit and our oil and gas

properties reporting unit was not impaired We also concluded that the carrying value of the trade name intangible asset associated with

our drilling management services reporting unit did not require additional impairment

In the fourth quarter of 2008 we performed our annual impairment testing for indefinite-lived intangible assets We identified

interim indicators that resulted in testing our long-lived assets goodwill and other intangible assets as of December 31 2008 As result

of our impairment testing we determined that the goodwill and other intangible assets associated with our drilling management services

reporting unit were impaired Accordingly we recognized an impairment loss on full carrying amount of goodwill associated with this

reporting unit in the amount of $176 million $0.55 per diluted share which had no tax effect We also impaired both the trade name and

customer relationship intangible assets associated with this reporting unit and recorded impairments of $31 million $20 million or

$0.06 per diluted share net of tax and $16 million $11 million or $0.04 per diluted share net of tax respectively
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Note 7Income Taxes

OverviewTransocean Ltd holding company and Swiss resident is exempt from cantonal and communal income tax in

Switzerland but is subject to Swiss federal income tax At the federal level qualifying net dividend income and net capital gains on the

sale of qualifying investments in subsidiaries are exempt from Swiss federal income tax Consequently Transocean Ltd expects
dividends from its subsidiaries and capital gains from sales of investments in its subsidiaries to be exempt from Swiss federal income tax

Our operations are conducted through our various subsidiaries in number of countries throughout the world We have provided
for income taxes based upon the tax laws and rates in the countries in which operations are conducted and income is earned The
countries in which we operate have taxation regimes with varying nominal rates deductions credits and other tax attributes

Consequently there is little to no expected relationship between the provision for or benefit from income taxes and income or loss before

income taxes

Tax provisionThe components of our provision benefit for income taxes are as follows in millions

Years ended December 31

2009 2008 2007

As adjusted

Current tax expense 740 735 293

Deferred tax expense benefit 40
Income tax

expense 754 743 253

Effective tax rate 19.2% 15.6% 7.5%

reconciliation of the differences between our income tax expense computed at the Swiss holding company statutory rate of

7.83 percent and our reported provision for income taxes for the year ended December31 2009 is as follows in millions

Year ended

December 31

2009

Income tax expense at the federal statutory rate 307

Taxes on earnings subject to rates greater than the Swiss rate 321

Changes in unrecognized tax benefits
135

Change in valuation allowance 46

Benefit from foreign tax credits 49
Other net

Income tax expense 754

For the years ended December 31 2008 and 2007 our parent holding company was Cayman Islands company and our

earnings were not subject to income tax in the Cayman Islands because the country does not levy tax on corporate income As result

we have not presented reconciliation of the differences between the income tax provision computed at the statutory rate and the reported

provision for income taxes for these periods

We are subject to changes in tax laws treaties arid regulations in and between the countries in which we operate or in which we
are incorporated or resident material change in these tax laws treaties or regulations could result in higher or lower effective tax rate

on our worldwide earnings
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The significant components of deferred tax assets and liabilities are as follows in millions

December31

2009 2008

Deferred tax assets

Drilling contract intangibles
14 46

Net operating loss carryforwards
135 75

Tax credit carryforwards
29 40

Accrued payroll expenses
not currently deductible

74 62

Deferred income
74 53

Other
29 13

Valuation allowance 69 23

Total deferred tax assets
286 266

Deferred tax liabilities

Depreciation and amortization 863 795

Drilling management services intangibles 27 55

Other
18 19

Total deferred tax liabilities
908 869

Net deferred tax liabilities 622 603

We have recognized deferred taxes related to the earnings of certain subsidiaries that are not permanently
reinvested or that will

not be permanently reinvested in the future Should our expectations change regarding the expected future tax consequences we may be

required to record additional deferred taxes that could have material adverse effect on our consolidated statement of financial position

results of operations or cash flows

We consider the earnings of certain of our subsidiaries to be indefinitely reinvested As such we have not provided for taxes on

these unremitted earnings At December31 2009 the amount of indefinitely reinvested earnings was approximately $1.8 billion Should

we make distribution from the unremitted earnings of these subsidiaries we would be subject to taxes payable to various jurisdictions

We estimate taxes in the range of $150 million to $200 million would be payable upon distribution of all previously unremitted earnings at

December31 2009

valuation allowance for deferred tax assets is recorded when it is more likely than not that some or all of the benefit from the

deferred tax asset will not be realized We provide valuation allowance to offset deferred tax assets for net operating losses NOL
incurred during the year in certain jurisdictions and for other deferred tax assets where in our opinion it is more likely

than not that the

financial statement benefit of these losses will not be realized We provide valuation allowance for foreign tax credit carryforwards to

reflect the possible expiration of these benefits prior to their utilization As of December 31 2009 the valuation allowance for non-current

deferred tax assets increased from $23 million to $69 million The increase resulted primarily from reassessments of valuation allowances

against future operations in Brazil Our Brazilian NOL carryforwards do not expire As of December 31 2008 the valuation allowance for

non-current deferred tax assets decreased from $29 million to $23 million The decrease resulted primarily from reassessments of

valuation allowances against deferred tax assets acquired in connection with the Merger which did not impact the statement of operations

Our U.K NOL carryforwards do not expire The tax effect of the U.K NOL carryforwards was $19 million at December 31 2009

and $27 million at December 31 2008 We have generated additional NOL carryforwards in various worldwide tax jurisdictions Our U.S

foreign tax credit carryforwards of $29 million will expire between 2015 and 2019

On December 31 2009 our unrecognized U.S capital loss carryforward expired We did not recognize deferred tax asset for

the capital loss carryforward as it was not probable that we would realize the benefit of this tax attribute Our operations do not normally

generate capital gain income which is the only type of income that may be offset by capital losses Certain activities related to the

TODCO tax sharing agreement also serve to increase or decrease the capital loss carryforward
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Tax returnsOur income tax returns are subject to review and examination in the various jurisdictions in which we operate We
are currently contesting various tax assessments On January 2007 we adopted amendments to the accounting standards related to

accounting for uncertainty in income taxes which require us to accrue for income tax contingencies that we believe are more likely than not

exposures

The following is reconciliation of our unrecognized tax benefits excluding interest and penalties in millions

Years ended December 31

2009 2008 2007

Balance beginning of period 372 299 219

Additions for current year tax positions 64 46 48

Additions for prior year tax positions 62 67 22

Unrecognized tax benefits assumed in connection with the Merger 42

Reductions for prior year tax positions 22 36
Settlements 26
Reductions related to statute of limitation expirations 13 __

Balance end of period 460 372 299

The liabilities related to our unrecognized tax benefits were comprised of the following in millions

December31

2009 2008

Unrecognized tax benefits excluding interest and penalties 460 372

Interest and penalties 200 149

Unrecognized tax benefits including interest and penalties 660 521

For the years ended December 31 2009 2008 and 2007 as component of income tax expense we recognized interest and
penalties related to our unrecognized tax benefits of $51 million $24 million and $41 million respectively If recognized $628 million of

our unrecognized tax benefits including interest and penalties at December 31 2009 would favorably impact our effective tax rate

It is reasonably possible that our existing liabilities for unrecognized tax benefits may increase or decrease in the next twelve

months primarily due to the progression of open audits or the expiration of statutes of limitation However we cannot reasonably estimate

range of potential changes in our existing liabilities for unrecognized tax benefits due to various uncertainties such as the unresolved
nature of various audits

We or one of our subsidiaries file federal and local tax returns in several jurisdictions throughout the world With few
exceptions we are no longer subject to examinations of our U.S and non-U.S tax matters for

years prior to 1999 The amount of current
tax benefit recognized during the years ended December 31 2009 and December 31 2008 from the settlement of disputes with tax

authorities and the expiration of statute of limitations was insignificant

Tax positionsWith respect to our 2004 and 2005 U.S federal income tax returns the U.S taxing authorities have withdrawn
all of their previously proposed tax adjustments except claim regarding transfer pricing for certain charters of

drilling rigs between our
subsidiaries reducing the total proposed adjustments to approximately $79 million Such tax treatment with respect to 2004 2005 or

subsequent years activities would not result in material adverse effect on our consolidated statement of financial position results of

operations or cash flows Although we believe our returns are materially correct we have been unable to reach resolution with the tax

authorities and we expect the matter to proceed to litigation

Norwegian civil tax and criminal authorities are investigating various transactions undertaken by our subsidiaries in 2001 and
2002 as well as the actions of our former external advisors on these transactions The authorities issued tax assessments of

approximately $269 million plus interest related to certain restructuring transactions approximately $71 million plus interest related to

2001 dividend payment approximately $5 million plus interest related to foreign exchange deductions and approximately $2 million plus

interest related to dividend withholding tax We plan to appeal these tax assessments We may be required to provide some form of

financial
security in an amount up to $736 million including interest and penalties for these assessed amounts as this dispute is appealed

and addressed by the Norwegian courts Furthermore the authorities have also issued notification of their intent to issue tax

assessment of approximately $173 million plus interest related to the migration of subsidiary that was previously subject to tax in

Norway The authorities have indicated that they plan to seek penalties of 60 percent on all matters We have and will continue to

respond to all information requests from the Norwegian authorities We plan to vigorously contest any assertions by the Norwegian
authorities in connection with the various transactions being investigated
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During the year ended December 31 2009 our long-term liability for unrecognized tax benefits related to these Norwegian tax

issues increased by $35 million to $181 million due to the accrual of interest and exchange rate fluctuations While we cannot predict or

provide assurance as to the final outcome of these proceedings we do not expect the ultimate resolution of these matters to have

material adverse effect on our consolidated financial position or results of operations although it may have material adverse effect on our

consolidated cash flows

Certain of our Brazilian income tax returns for the years 2000 through 2004 are currently under examination The Brazilian tax

authorities have issued tax assessments totaling $114 million plus 75 percent penalty of $86 million and $99 million of interest through

December 31 2009 The U.S dollar amount of the assessments decreased during 2008 due to foreign currency exchange rate

fluctuations We believe our returns are materially correct as filed and we are vigorously contesting these assessments We filed

protest letter with the Brazilian tax authorities on January 25 2008 and we are currently engaged in the appeals process

Note 8Earnings Per Share

The reconciliation of the numerator and denominator used for the computation of basic and diluted earnings per share is as

follows in millions except per
share data

Years ended December 31

2009 2008 2007

Basic Diluted Basic Diluted Basic Diluted

Numerator for earnings per share As adjusted

NetincorneattributabletoCOntrollingifltereSt 3181 3181 4031 4031 3121 3121

Add back interest expense on convertible debentures

Undistributed net income allocable to participating
securities 18 18 10 fl

Net income attributable to shareholders 3163 3163 4021 4021 3114 3120

Denominator for earnings per share

Weighted-average shares outstanding 320 320 318 318 214 214

Effect of dilutive securities

Stock options and other share-based awards

Stock warrants and 1.5% convertible debentures

Weighted-average shares for per share calculation 320 321 318 321 214 222

Earningspershare
9.87 9.84 12.63 12.53 14.58 14.08

Shares subject to issuance pursuant to the conversion features of the 1.625% Series .50% Series and 1.50% Series

Convertible Senior Notes did not have an effect on the dilution calculation for the periods presented

Historical amounts have been adjusted to reflect our retrospective application of the accounting standards updates related to

convertible debt instruments that may be settled in cash upon conversion noncontrolling interests in subsidiaries and earnings

per
share calculations considering participating securities See Note 3New Accounting Pronouncements and Note 11Debt
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Note 9Drilling Fleet Expansion and Dispositions

Drilling fleet expansionConstruction work in progress recorded in property and equipment was $3.7 billion and $4.5 billion

at December 31 2009 and 2008 respectively The following table presents actual capital expenditures and other capital additions

including capitalized interest for our major construction and conversion projects for the four years ended December 31 2009 in millions

Years ended December31

2009 2008 2007 2006 Total

As adjusted

Petrobras 10000 735
735

Dhirubhai Deepwater KG2 371 91 179 641

Dhirubhai Deepwater KG1 295 105 279 679

Discoverer India
291 250 541

Deepwater Champion 263 155 109 527

Discoverer Inspiration 224 205 120 118 667

Discoverer Luanda 220 208 107 535

Discoverer Americas 148 167 195 116 626

Development Driller Ill 117 133 350 600

Discoverer Clear Leader 115 107 195 214 631

Sedco 700-series upgrades 71 124 250 146 591

Capitalized interest 182 147 77 16 422

Mobilization costs
155 155

Total 3187 1692 1861 610 7350

aThe accumulated construction costs of these rigs are no longer included in construction work in progress as their construction or conversion projects
had been completed as of December31 2009

In June 2008 we reached an agreement with
joint venture formed by subsidiaries of Petrobras and Mitsui to acquire Petrobras 10000 under

capital lease contract In connection with the agreement we agreed to provide assistance and advisory services for the construction of the
rig

and
operating management services once the rig commenced operations On August 2009 we accepted delivery of Pet robras 10000 and recorded
non-cash additions of $716 million to property and equipment net along with corresponding increase to long-term debt Total capital additions
include $716 million in capital costs incurred by Petrobras and Mitsui for the construction of the drillship and $19 million of other capital expenditures
The capital lease agreement has 20-year term after which we will have the right and

obligation to acquire the drillship for one dollar See
Note 11Debt and Note 16Commitments and Contingencies

The costs for Dhirubhai Deepwater KGI and Dhirubhai Deepwater KG2 represent 100 percent of expenditures incurred prior to our investment in the

joint venture $277 million and $178 million respectively and 100 percent of expenditures incurred since our investment in the joint venture TPDI is

responsible for these costs We hold 50 percent interest in TPDI and Pacific
Drilling Limited holds the remaining 50 percent interest

These costs include our initial investments in Development Driller III and Deepwater Champion of $350 million and $109 million respectively

representing the estimated fair values of the rigs at the time of the Merger

The costs for Discoverer Luanda represent 100 percent of expenditures incurred since inception ADDCL is responsible for these costs We hold
65 percent interest in ADDCL and Angco Cayman Limited holds the remaining 35 percent interest

DispositionsDuring the
year ended December 31 2009 we received net proceeds of $18 million and recognized net loss of

$9 million in connection with our sale of the Sedco 135-D and other unrelated property and equipment Additionally in connection with the

sales of our ownership interests in Caspian Drilling Company Limited and in Arab
Drilling Workover Company we received net proceeds

of $42 million and recognized net gain of $30 million recorded in other net on our consolidated statements of operations See
Note 26Subsequent Events

During 2008 we completed the sale of three of our Standard Jackups GSFHighlsland VIII GSFAdriafic/ll and
GSF High Island We received cash proceeds of $320 million associated with the sales which had no effect on earnings

During 2007 we sold Deepwater Floater Peregrine tender rig Charley Graves and swamp barge Searex VI We
received net proceeds from these sales of $344 million and recognized gains on the sales of $264 million $261 million or $1.16 per
diluted share net of tax
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Note 10Goodwill and Other Intangible Assets

Goodwill and other indefinite-lived intangible assetsThe gross carrying amount of goodwill and accumulated impairment

losses are as follows in millions

December 31 2009 December 31 2008

Gross carrying Accumulated Net carrying Gross carrying Accumulated Net
carrying

amount impairment amount amount impuirment
amount

Contract drilling
services $10626 2494 8132 $10620 2494 8126

Drilling management services 176 176 176 176

Oil and gas properties

Total $10804 2670 8134 $10798 2670 8128

The changes in carrying amount of our goodwill balance are as follows in millions

Year ended December 31 2009 Year ended December 31 2008

Balance at Net Balance at Balance at Net Balance at

January adjustment December31 January adjuatment December31

Contract drilling
services 8126 8132 8020 106 8126

Drilling management services 176 176

Oil and gas properties
23 21

Total 8128 8134 8219 91 8128

The net adjustment represents an impairment of goodwill partially
offset by additional goodwill recognized in connection with the completion of our

purchase price
allocation related to the Merger See Note 5Business Combination and Note 6Impairments

In the Merger we acquired the ADTI trade name which we consider to be an indefinite-lived intangible asset The carrying value

of the trade name is as follows in millions

December 31 2009 December 31 2008

Gross carrying Accumulated Net carrying Gross carrying Accumulated Net carrying

amount impairment amount amount impairment amount

Trade name 76 37 39 76 31 45

Other definite-lived intangible assetsIn connection with the Merger we acquired certain definite-lived intangible assets

including drilling contract intangibles drilling management customer relationships and drilling management contract backlog The carrying

amount of definite-lived intangible assets and intangible liabilities are comprised of the following in millions

December 31 2009 December 31 2008

Gross carrying Accumulated Net carrying Gross carrying Accumulated Net carrying

amount amortization amount amount amortization amount

Drilling contract intangible assets 191 168 23 191 123 68

Customer relationships
83 19 64 132 11 121

Contract backlog
16 fl

Total intangible assets 274 187 87 339 150 189

Drilling
contract intangible liabilities 1494 1226 268 1494 901 593

Gross carrying amount includes impairment losses of $49 million and $16 million in the years ended December 31 2009 and 2008 respectively

See Note 6Impairments
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We recognize contract intangible revenues over nine years and amortize the balances using the straight-line method over the

respective contract periods The customer relationships and contract backlog have definite lifespans over which we amortize using the

straight-line method The customer relationships will be amortized over their useful lives of 15 years and recognized in operating and

maintenance in our consolidated statements of operations The contract backlog was amortized over its useful life of three months and

was fully amortized during the three months ended March 31 2008 The estimated net future amortization expense income related to

intangible assets and liabilities as of December 31 2009 is as follows in millions

Drilling Amortization

contract Customer expense

intangibles relationships income net

Years ending December 31

2010 98 93
2011 45 40
2012 42 37
2013 25 20
2014 15 10
Thereafter 20 39 19

Total intangible assets and liabilities net 245 64 181
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Note 11Debt

Debt net of unamortized discounts premiums and fair value adjustments is comprised of the following in millions

December31

2009 2008

lAs adjusted

ODL Loan Facility
10

Commercial paper program
281 663

Term Loan due March 2010 2000

6.625% Notes due April
2011 170 174

5% Notes due February 2013 247 248

5.25% Senior Notes due March 2013 496 499

TPDI Credit Facilities due June 2015 581 288

TPDI Notes due October 2017 148 111

ADDCL Credit Facilities due December 2017 454 280

6.00% Senior Notes due March 2018 997 997

7.375% Senior Notes due April 2018 247 247

GSF Explorer capital
lease obligation due July 2026 15 16

8% Debentures due April
2027 57 57

7.45% Notes due April 2027 96 96

7%SeniorNotesdueJune2028 313 313

Petrobras 10000 capital lease obligation due August 2029 711

7.5% Notes due April 2031 598 598

1.625% Series Convertible Senior Notes due December 2037 1261 2070

1.50% Series Convertible Senior Notes due December 2037 2057 1990

1.50% Series Convertible Senior Notes due December 2037 1979 1911

6.80% Senior Notes due March 2038 999 999

Totaldebt 11717 13557

Less debt due within one year 1868 664

Total long-term debt 9849 12893

The Overseas Drilling Limited ODL Loan Facility is classified as debt due within one year at December31 2009 The commercial paper program

is classified as debt due within one year at both December31 2009 and December31 2008 The TPDI Credit Facilities and the ADDCL Credit

Facilities had $52 million and $248 million respectively classified as debt due within one year at December31 2009 The 1.625% Series

Convertible Senior Notes had $1.3 billion classified as debt due within one year at December31 2009 since the holders have the option to require

us to repurchase the notes in December 2010 The GSF Explorer capital lease obligation had less than $1 million classified as debt due within one

year at both December 31 2009 and December31 2008 The Petrobras 10000 capital lease obligation had $16 million classified as debt due within

one year at December31 2009

Transocean Inc wholly owned subsidiary of Transocean Ltd is the issuer of the notes and debentures which have been guaranteed by

Transocean Ltd Transocean Ltd has also guaranteed borrowings under the commercial paper program the Term Loan and the Five-Year

Revolving Credit
Facility

Transocean Ltd has no independent assets or operations its guarantee of debt securities of Transocean Inc is full and

unconditional and its only other subsidiaries not owned indirectly through Transocean Inc are minor Transocean Ltd is not subject to any

significant restrictions on its ability to obtain funds from its consolidated subsidiaries or entities accounted for under the equity method by dividends

loans or return of
capital distributions
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Scheduled maturitiesIn preparing the scheduled maturities of our debt we assume the bondholders exercise their options to

require us to repurchase the 1.625% Series 1.50% Series and 1.50% Series Convertible Senior Notes in December 2010 2011 and

2012 respectively At December 31 2009 the scheduled maturities of our debt were as follows in millions

Years ending December 31

2010 1906

2011 2479

2012 2317

2013 870

2014 124

Thereafter 4422

Total debt excluding unamortized discounts premiums and fair value adjustments 12118

Total unamortized discounts premiums and fair value adjustments 401

Total debt 11717

ODL Loan FacilityIn December 2009 we amended our existing loan agreement with ODL increasing the maximim

borrowing amount from $8 million to $10 million ODL may demand repayment of the borrowings at any time upon written notice five

business days in advance Any amounts due to us from ODL may be offset against the borrowings at the time of repayment As of

December 31 2009 $10 million was outstanding under the ODL Loan Facility

Commercial paper programWe maintain commercial paper program the Program which is supported by the Five-Year

Revolving Credit
Facility

and under which we may from time to time issue privately placed unsecured commercial paper notes up to

maximum aggregate outstanding amount of $1.5 billion Proceeds from commercial paper issuance under the Program may be used for

general corporate purposes At December31 2009 $281 million was outstanding under the Program at weighted-average interest rate

of 0.4 percent

Term LoanIn March 2008 Transocean Inc entered into term credit
facility

under the Term Credit Agreement dated

March 13 2008 as amended In 2008 Transocean Inc borrowed $2.0 billion under this facility the maximum allowed under the Term

Loan During the year ended December 31 2009 Transocean Inc repaid the borrowings under the Term Loan terminated the facility and

recognized loss on retirement of debt in the amount of $1 million See Note 12Derivatives and Hedging

6.625% Notes and 7.5% NotesIn April 2001 Transocean Inc issued $700 million aggregate principal amount of

6.625% Notes due April 2011 and $600 million aggregate principal amount of 7.5% Notes due April 2031 The indenture pursuant to which

the notes were issued contains restrictions on creating liens engaging in sale/leaseback transactions and engaging in merger

consolidation or reorganization transactions At December 31 2009 $166 million and $600 million principal amount of the 6.625% Notes

and 7.5% Notes respectively were outstanding

Five-Year Revolving Credit FacilityWe have revolving credit
facility subject to the Five-Year Revolving Credit Facility

Agreement dated November 27 2007 as amended Five-Year Revolving Credit Facility We may borrow under the Five-Year Revolving

Credit
Facility at either the adjusted London Interbank Offered Rate LIBOR plus margin the Five-Year Revolving Credit Facility

Margin based on our Debt Rating based on our current Debt Rating margin of 1.1 percent or 2the Base Rate plus the Five-Year

Revolving Credit Facility Margin less one percent per annum Throughout the term of the Five-Year Revolving Credit Facility we pay

facility fee on the daily amount of the underlying commitment whether used or unused which ranges from 0.10 percent to 0.30 percent

based on our Debt Rating and was 0.15 percent at December31 2009 The Five-Year Revolving Credit Facility may be prepaid in whole

or in part without premium or penalty The Five-Year Revolving Credit Facility includes limitations on creating liens incurring subsidiary

debt transactions with affiliates sale/leaseback transactions mergers and the sale of substantially all assets The Five-Year Revolving

Credit Facility also includes covenants imposing maximum debt to tangible capitalization ratio of 0.6 to 1.0 Borrowings under the

Five-Year Revolving Credit
Facility are subject to acceleration upon the occurrence of events of default At December 31 2009 we had

$81 million in letters of credit issued and outstanding and no borrowings outstanding under the Five-Year Revolving Credit Facility

5% Notes and 7% NotesTwo of our wholly-owned subsidiaries are the obligors on the 5% Notes due 2013 the 5% Notes

and the 7% Notes due 2028 the 7% Notes and we have not guaranteed either obligation The respective obligor may redeem the

5% Notes and the 7% Notes in whole or in part at price equal to 100 percent of the principal amount plus accrued and unpaid interest if

any and make-whole premium The indentures related to the 5% Notes and the 7% Notes contain limitations on creating liens and

sale/leaseback transactions At December 31 2009 $250 million and $300 million aggregate principal amount of the 5% Notes and the

7% Notes respectively remained outstanding See Note 12Derivatives and Hedging

5.25% 6.00% and 6.80% Senior NotesIn December 2007 Transocean Inc issued $500 million aggregate principal amount

of 5.25% Senior Notes due March 2013 the 5.25% Senior Notes $1.0 billion aggregate principal amount of 6.00% Senior Notes due

March 2018 the 6.00% Senior Notes and $1.0 billion aggregate principal amount of 6.80% Senior Notes due March 2038 the

6.80% Senior Notes Transocean Inc may redeem some or all of the notes at any time at redemption price equal to 100 percent of

the principal amount plus accrued and unpaid interest if any and make-whole premium The indenture pursuant to which the notes
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were issued contains restrictions on creating liens engaging in sale/leaseback transactions and engaging in merger consolidation or

reorganization transactions At December31 2009 $500 million $1 billion and $1 billion principal amount of the 5.25% Senior Notes the

6.00% Senior Notes and the 6.80% Senior Notes respectively were outstanding See Note 12Derivatives and Hedging

TPDI Credit FacilitiesTPDI has bank credit agreement for $1265 billion secured credit
facility the TPDI Credit

Facilities comprised of $1.0 billion senior term loan $190 million junior term loan and $75 million revolving credit
facility

which was

established to finance the construction of and is secured by Dhirubhai Deepwater KGI and Dhirubhai Deepwater KG2 One of our

subsidiaries participates in the senior and junior term loans with 50 percent commitment totaling $595 million in the aggregate The TPDI

Credit Facilities bear interest at LIBOR plus the applicable margin of 1.60 percent until acceptance of Dhirubhai Deepwater KG2 which is

expected to be in the first quarter of 2010 Subsequently the TPDI Credit Facilities will bear interest at rate of 1.45 percent for the senior

term loan and the revolving credit facility and 2.25 percent for the junior term loan The senior term loan requires quarterly payments with

final payment on the earlier of June 2015 or the fifth anniversary of the acceptance date of the Dhirubhai DeepwaterKG2 The

junior term loan is due in full on the earlier of June2015 and the fifth anniversary of the acceptance date of the

Dhirubhai Deepwater KG2 The TPDI Credit Facilities may be prepaid in whole or in part without premium or penalty The TPDI Credit

Facilities have covenants that require TPDI to maintain minimum cash balance and available liquidity minimum debt service ratio and

maximum leverage ratio At December31 2009 $1.1 billion was outstanding under the TPDI Credit Facilities of which $564 million was

due to one of our subsidiaries and was eliminated in consolidation The weighted-average interest rate of the TPDI Credit Facilities on

December 31 2009 was 3.9 percent

TPDI NotesTPDI has issued promissory notes payable to Pacific Drilling
and one of our subsidiaries the TPDI Notes The

TPDI Notes bear interest at LIBOR plus the applicable margin of percent and have maturities through October 2019 As of

December31 2009 $296 million in promissory notes remained outstanding $148 million of which was due to one of our subsidiaries and

has been eliminated in consolidation bearing interest at weighted-average interest rate of 2.8 percent

ADDCL Credit FacilitiesADDCL has senior secured bank credit agreement for credit facility the ADDCL Primary Loan

Facility comprised of Tranche Tranche and Tranche for $215 million $270 million and $399 million respectively which was

established to finance the construction of and is secured by Discoverer Luanda Tranche and Tranche are provided by external

lenders and borrowings under these tranches bear interest at LIBOR plus the applicable margin of 0.425 percent until the first well

commencement date currently expected to be in the third quarter of 2010 following which the borrowings outstanding under Tranche

will bear interest at LIBOR plus the applicable margin of 0.725 percent Tranche requires semi-annual payments beginning six months

after the ngs first well commencement date and matures in December 2017 Tranche matures upon customer acceptance of the
rig

and

is expected to be repaid with borrowings under Tranche Tranche is provided by one of our subsidiaries that has also agreed to

provide financial security for borrowings under Tranche and Tranche until customer acceptance of Discoverer Luanda Tranche is

subordinate to Tranche and Tranche and borrowings under Tranche will be eliminated in consolidation The ADDCL Primary Loan

Facility contains covenants that require ADDCL to maintain certain cash balances to service the debt and also limits ADDCLs ability to

incur additional indebtedness to acquire assets or to make distributions or otheç payments At December31 2009 $193 million and

$235 million were outstanding under Tranche and Tranche respectively both at weighted-average interest rate of 0.7 percent

Additionally ADDCL has secondary bank credit agreement for $90 million credit facility the ADDCL Secondary Loan

Facility for which one of our subsidiaries provides 65 percent of the total commitment The facility bears interest at LIBOR plus the

applicable margin ranging from 3.125 percent to 5.125 percent depending on certain milestones The ADDCL Secondary Loan Facility is

payable in full on the earlier of 90 days after the fifth anniversary of the first well commencement or December 2015 and it may be

prepaid in whole or in part without premium or penalty At December 31 2009 $74 million was outstanding under the ADDCL Secondary

Loan Facility of which $48 million was provided by one of our subsidiaries and has been eliminated in consolidation At December 31

2009 the weighted average interest rate was 3.4 percent

7.375% Senior NotesIn March 2002 we completed an exchange offer and consent solicitation for TODCOs 7.375% Senior

Notes the Exchange Offer As result of the Exchange Offer we issued $247 million principal amount of our 7.375% Senior Notes

The indenture pursuant to which the 7.375% Senior Notes were issued contains restrictions on creating liens engaging in sale/leaseback

transactions and engaging in merger consolidation or reorganization transactions At December 31 2009 $247 million principal amount

of the 7.375% Senior Notes were outstanding

Petrobras 10000 capital lease obligationOn August 2009 we accepted delivery of Pet robras 10000 and recorded non-

cash additions of $716 million to property and equipment net along with corresponding increase to long-term debt Total capital costs

incurred by the lessor Petrobras and Mitsui for the construction of the drillship were $716 million The capital lease agreement has an

implicit interest rate of 7.8 percent with scheduled monthly payments of $6 million through August 2029 after which we will have the right

and obligation to acquire the driliship from the lessor for one dollar See Note 9Drilling Fleet Expansion and Dispositions and Note 16
Commitments and Contingencies

GSF Explorer capital lease obligationGSF Explorer is subject to capital lease agreement which has an implicit
interest

rate of 9.8 percent with scheduled monthly payments totaling $2 million annually through July 2026 See Note 16Commitments and

Contingencies
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7.45% Notes and 8% DebenturesIn April 1997 predecessor of Transocean Inc issued $100 million aggregate principal

amount of 7.45% Notes due April 2027 the 7.45% Notes and $200 million aggregate principal amount of 8% Debentures due April 2027

the 8% Debentures The 7.45% Notes and the 8% Debentures are redeemable at any time at Transocean Inc.s option subject to

make-whole premium The indenture pursuant to which the 7.45% Notes and the 8% Debentures were issued contains restrictions on

creating liens engaging in sale/leaseback transactions and engaging in merger consolidation or reorganization transactions At

December 31 2009 $100 million and $57 million principal amount of the 7.45% Notes and the 8% Debentures respectively were

outstanding

1.625% Series 1.50% Series and 1.50% Series Convertible Senior NotesIn December 2007 we issued $2.2 billion

aggregate principal amount of 1.625% Series Convertible Senior Notes due December 2037 the Series Notes $2.2 billion

aggregate principal amount of .50% Series Convertible Senior Notes due December 2037 the Series Notes and $2.2 billion

aggregate principal amount of 1.50% Series Convertible Senior Notes due December 2037 the Series Notes and together with the

Series and Series Notes the Convertible Senior Notes The Convertible Senior Notes may be converted under the circumstances

specified below at rate of 5.9310 shares per $1000 note subject to adjustments upon the occurrence of certain events Upon
conversion we will deliver in lieu of shares cash up to the aggregate principal amount of notes to be converted and shares in respect of

the remainder if any of our conversion obligation In addition if certain fundamental changes occur on or before December 20 2010 with

respect to Series Notes December 20 2011 with respect to Series Notes or December 20 2012 with respect to Series Notes we

will in some cases increase the conversion rate for holder electing to convert notes in connection with such fundamental change We
may redeem some or all of the notes at any time after December 20 2010 in the case of the Series Notes December 20 2011 in the

case of the Series Notes and December 20 2012 in the case of the Series Notes in each case at redemption price equal to

100 percent of the principal amount plus accrued and unpaid interest if any Holders of the Series Notes and Series Notes have the

right to require us to repurchase their notes on December 15 2010 and December 15 2011 respectively In addition holders of any
series of notes will have the right to require us to repurchase their notes on December 14 2012 December 15 2017 December 15 2022
December 15 2027 and December 15 2032 and upon the occurrence of fundamental change at repurchase price in cash equal to

100 percent of the principal amount of the notes to be repurchased plus accrued and unpaid interest if any At December 31 2009
$1.3 billion $2.2 billion and $2.2 billion principal amount of each of the Series Notes Series Notes and Series Notes were

outstanding respectively

Holders may convert their notes only under the following circumstances during any calendar quarter after March 31 2008 if

the last reported sale price of our shares for at least 20 trading days in period of 30 consecutive trading days ending on the last trading

day of the preceding calendar quarter is more than 130 percent of the conversion price during the five business days after the average

trading price per $1000 principal amount of the notes is equal to or less than 98 percent of the average conversion value of such notes

during the preceding five trading-day period as described herein during specified periods if specified distributions to holders of our

shares are made or specified corporate transactions occur prior to the close of business on the business day preceding the redemption
date if the notes are called for redemption or on or after September 15 2037 and prior to the close of business on the business day

prior to the stated maturity of the notes As of December 31 2009 no shares were issuable upon conversion of any series of the

Convertible Senior Notes since the closing price per share did not exceed the conversion price of $168.61 during the previous 30 trading

days

The carrying amounts of the
liability components of the Convertible Senior Notes were as follows in millions

December 31 2009 December 31 2008

Principal Unamortized
carrying Principal unamortized carrying

amount discount amount amount discount amount

Carrying amount of liability component

SeriesAConvertibleSeniorNotesdue2O37 1299 38 1261 2200 130 2070

Series Convertible Senior Notes due 2037 2200 143 2057 2200 210 1990

Series Convertible Senior Notes due 2037 2200 221 1979 2200 289 1911

The carrying amounts of the equity components of the Convertible Senior Notes were as follows in millions

December 31

2009 2008

Carrying amount of equity component

Series Convertible Senior Notes due 2037 215 193

Series Convertible Senior Notes due 2037 275 275

Series Convertible Senior Notes due 2037 352 352

Including the amortization of the unamortized discount the effective interest rates were 4.88 percent for the Series Notes
5.08 percent for the Series Notes and 5.28 percent for the Series Notes At December 31 2009 the remaining period over which the
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discount will be amortized is 0.9 years for the Series Notes 1.9 years for the Series Notes and 2.9 years for the Series Notes

Interest expense excluding amortization of debt issue costs was as follows in millions

Years ended December 31

2009 2008

85 97

100 97

100 97

2007

Property and equipment

Property and equipment net

Other assets

Total assets

December31 2008

Effect of

adoption
_______________

34

34

867 23
35171 11

As

adjusted

25836

20861

844

35182

13522

15943

6492

6008

16524

16527

35171

629

629

821

181

640

640

11

12893

15314

7313

5827

17164

17167

35182

aAs adjusted for our adoption of the accounting standards update related to noncontrolling interest See Note 3New Accounting Pronouncements

Property and equipment increased $34 million due to increased capitalization of interest related to our construction in progress

which resulted from the higher effective interest rates on the Convertible Senior Notes following our adoption of the accounting standards

update regarding convertible debt instruments

Interest expense

Series Convertible Senior Notes due 2037

Series Convertible Senior Notes due 2037

Series Convertible Senior Notes due 2037

During the year ended December 31 2009 we repurchaseci an aggregate principal amount of $901 million of the

1.625% Series Notes for an aggregate cash payment of $865 million We recognized loss of $28 million associated with the debt

component of the instrument and recorded additional paid-in capital of $22 million associated with the equity component of the instrument

Transition accountingThe following presents the incremental effect on our consolidated statement of operations upon our

adoption of an accounting standards update effective January 2009 see Note 3New Accounting Pronouncements related to

convertible debt instruments that may be settled in cash upon conversion on our consolidated statement of operations for the years ended

December 31 2008 and 2007 in millions except per share data

Year ended December31 2008 Year ended December 31 2007

Prior to Effect of As Prior to Effect of As

adoption adoption adjusted adoption adoption adjusted

Interest expense net of amounts capitalized 469 171 640 172 10 182

Income before income tax expense 4943 171 4772 3384 10 3374

Net income 4200 171 4029 3131 10 3121

Net income attributable to controlling interest 4202 171 4031 3131 10 3121

Earnings per share

Basic 13.20 0.54 12.66 14.65 0.04 14.61

Diluted 13.09 0.53 12.56 14.14 0.04 14.10

As adjusted for our adoption of the accounting standards update related to noncontrolling interest See Note 3New Accounting Pronouncements

Excludes the effect of our adoption of the accounting standards update related to participating securities See Note 3New Accounting

Pronouncements

The following table presents the incremental effect on our consolidated balance sheet upon our adoption of the accounting

standards update regarding convertible debt instruments on our consolidated balance sheet as of December 31 2008 in millions

Prior to

adoption

25802

20827

Long-term debt

Total long-term liabilities

Additional paid-in capital

Retained earnings

Total controlling
interest shareholders equity

Total equity

Total liabilities and equity
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Debt issue costs recorded in other assets decreased $23 million representing the cumulative adjustment caused by increased

amortization recognized in interest expense for the two years ended December 31 2008 due to the reduced recognition period required by
the accounting standards update regarding convertible debt instruments and the portion of debt issue costs reclassified to additional paid-

in capital

Note 12Derivatives and Hedging

Cash flow hedgesWe recognize the gains and losses associated with the ineffective portion of the hedges in interest
expense

in the period in which they are realized During the year ended December 31 2009 TPDI entered into interest rate swaps which have

been designated and have qualified as cash flow hedge to reduce the
variability of cash interest payments associated with the

variable-rate borrowings under the TPDI Credit Facilities The notional value increased proportionately with the forecasted borrowings
under the TPDI Credit Facilities to maximum amount of $1 .190 billion of which $595 million is attributable to one of our subsidiaries As

of December 31 2009 the aggregate notional value had increased to its maximum amount and the intercompany balances attributable to

our subsidiary have been eliminated in consolidation Under the interest rate swaps TPDI receives interest at three-month LIBOR and

pays interest at weighted-average fixed rate of 2.3 percent during the expected term of the TPDI Credit Facilities At December 31

2009 the weighted-average variable interest rate was 3.9 percent and the carrying value represented an asset measured at fair value of

$4 million with $5 million recorded in other assets and less than $1 million recorded in other long-term liabilities with
corresponding

decrease to accumulated other comprehensive loss on our consolidated balance sheet During the year ended December 31 2009 the

ineffective portion recorded in interest expense was less than $1 million

In February 2009 Transocean Inc entered into interest rate swaps with an aggregate notional value of $1 billion which were

designated and qualified as cash flow hedge to reduce the
variability of our cash interest payments on the borrowings under the Term

Loan Under the interest rate swaps Transocean Inc received interest at one-month LIBOR and paid interest at fixed rate of

0.768 percent over the six-month period ended August 2009 Upon their stated maturity Transocean Inc settled these interest rate

swaps with no gain or loss recognized No ineffectiveness was recorded in interest expense

Fair value hedgesIn September 2009 Transocean Inc and Transocean Worldwide Inc entered into interest rate swaps
which are designated and have qualified as fair value hedge to reduce our exposure to changes in the fair values of our 5.25% Senior

Notes and our 5.00% Notes respectively The interest rate swaps have aggregate notional values of $500 million and $250 million

respectively equal to the face values of the hedged instruments The hedging relationship qualifies for and we have applied the shortcut

method of accounting under which the interest rate swaps are considered to have no ineffectiveness and no ongoing assessment of

effectiveness is required Through the stated maturities of the interest rate swaps which coincide with those of the hedged instruments

we receive semi-annual interest at fixed rate equal to that of the underlying debt instrument and pay variable interest semi-annually at

three-month LIBOR plus margin At December31 2009 the weighted-average variable interest rate was 3.43 percent and the carrying

value of the interest rate swaps represented liability measured at fair value of $4 million recorded in other long-term liabilities on our

consolidated balance sheet with corresponding decrease in the carrying value of the underlying debt instrument

In June 2001 we entered into interest rate swaps which were designated and qualified as fair value hedge to reduce our

exposure to changes in the fair value of our 6.625% Notes The interest rate swaps had an aggregate notional value of $700 million equal
to the face value of the hedge instrument In January 2003 we terminated the outstanding interest rate swaps and recorded fair value

adjustment of $174 million to the carrying value of the 6.625% Notes We amortize this amount as reduction to interest expense over the

remaining life of the underlying debt During the years ended December 31 2009 2008 and 2007 such reduction amounted to $4 million

$0.01 per diluted share for each year At December 31 2009 and 2008 the remaining unamortized balance was $5 million and

$8 million respectively

We did not have any outstanding fair value hedges during the year ended December 31 2008

Note 13Fair Value of Financial Instruments

We estimate the fair value of each class of financial instruments for which estimating fair value is practicable by applying the

following methods and assumptions

Cash and cash equivalentsThe carrying amount approximates fair value because of the short maturities of those

instruments

Accounts receivableThe carrying amount net of valuation allowance approximates fair value because of the short maturities

of those instruments

Short-term investmentsThe carrying amount represents the estimated fair value measured using quoted prices for

identical instruments in active markets and pricing data that are representative of quoted prices for similar instruments in active markets

or identical instruments in less active markets Our short-term investments include investments in The Reserve International Liquidity

Fund Ltd and The Reserve Primary Fund As of December31 2009 the carrying value of our short-term investments was $38 million

DebtThe fair value of our fixed-rate debt is measured using quoted prices for identical instruments in active markets Our

variable-rate debt is included in the fair values stated below at its carrying value since the short-term interest rates cause the face value to

approximate its fair value The TPDI Notes and ODL Loan
Facility are included in the fair values stated below at their aggregate carrying
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value of $158 million and $111 million at December 31 2009 and 2008 respectively since there is no available market price for such

related-party debts see Note 24Related Party Transactions The carrying values and estimated fair values of our long-term debt

including debt due within one year were as follows in millions

December 31 2009 December 31 2008

Carrying
value Fair value Carrying value Fair value

As adjusted

Long-term debt including current maturities 11717 12396 13557 12838

Derivative instrumentsThe carrying amount of our derivative instruments represents the estimated fair value measured

using pricing data including quoted prices and other observable market data for the instruments As of December 31 2009 the carrying

value of our derivative instruments was $5 million recorded in other assets and in other long-term liabilities on our consolidated balance

sheet We did not have any derivative instruments outstanding as of December 31 2008

Note 14Financial Instruments and Risk Concentration

Interest rate riskFinancial instruments that potentially subject us to concentrations of interest rate risk include our cash

equivalents short-term investments debt and capital lease obligations We are exposed to interest rate risk related to our cash

equivalents and short-term investments as the interest income earned on these investments changes with market interest rates Floating

rate debt where the interest rate can be adjusted every year or less over the life of the instrument exposes us to short-term changes in

market interest rates Fixed rate debt where the interest rate is fixed over the life of the instrument and the instruments maturity is greater

than one year exposes us to changes in market interest rates when we refinance maturing debt with new debt

From time to time we may use interest rate swap agreements to manage the effect of interest rate changes on future income

These derivatives are used as hedges and are not used for speculative or trading purposes Interest rate swaps are designated as

hedge of underlying future interest payments These agreements involve the exchange of amounts based on variable interest rates and

amounts based on fixed interest rate over the life of the agreement without an exchange of the notional amount upon which the

payments are based The interest rate differential to be received or paid on the swaps is recognized over the lives of the swaps as an

adjustment to interest expense Gains and losses on terminations of interest rate swap agreements are deferred and recognized as an

adjustment to interest expense over the remaining life of the underlying debt In the event of the early retirement of designated debt

obligation any realized or unrealized gain or loss from the swap would be recognized in income

Foreign exchange riskOur international operations expose us to foreign exchange risk This risk is primarily associated with

compensation costs denominated in currencies other than the U.S dollar which is our functional currency and with purchases from

foreign suppliers We use variety of techniques to minimize the exposure to foreign exchange risk including customer contract payment

terms and from time to time the use of foreign exchange derivative instruments

Our primary foreign exchange risk management strategy involves structuring customer contracts to provide for payment in both

U.S dollars and local currency The payment portion denominated in local currency is based on anticipated local currency requirements

over the contract term Due to various factors including customer acceptance local banking laws other statutory requirements local

currency convertibility and the impact of inflation on local costs actual foreign exchange needs may vary
from those anticipated in the

customer contracts resulting in partial exposure to foreign exchange risk Fluctuations in foreign currencies typically have not had

material impact on overall results In situations where payments of local currency do not equal local currency requirements we may use

foreign exchange derivative instruments specifically foreign exchange forward contracts or spot purchases to mitigate foreign currency

risk foreign exchange forward contract obligates us to exchange predetermined amounts of specified foreign currencies at specified

exchange rates on specified dates or to make an equivalent U.S dollar payment equal to the value of such exchange

We do not enter into derivative transactions for speculative purposes Gains and losses on foreign exchange derivative

instruments that qualify as accounting hedges are deferred as other comprehensive income and recognized when the underlying foreign

exchange exposure is realized Gains and losses on foreign exchange derivative instruments that do not qualify as hedges for accounting

purposes are recognized currently based on the change in market value of the derivative instruments At December 31 2009 and 2008

we had no outstanding foreign exchange derivative instruments

Credit riskFinancial instruments that potentially subject us to concentrations of credit risk are primarily cash and cash

equivalents short-term investments and trade receivables It is our practice to place our cash and cash equivalents in time deposits at

commercial banks with high credit ratings or mutual funds which invest exclusively in high quality money market instruments We limit the

amount of exposure to any one institution and do not believe we are exposed to any significant credit risk

We derive the majority of our revenue from services to international oil companies government-owned and government

controlled oil companies Receivables are dispersed in various countries See Note 23Segments Geographical Analysis and Major

Customers We maintain an allowance for doubtful accounts receivable based upon expected collectability and establish reserves for

doubtful accounts on case-by-case basis when we believe the required payment of specific amounts owed to us is unlikely to occur

Although we have encountered isolated credit problems with independent oil companies we are not aware of any significant credit risks

relating to our customer base and do not generally require collateral or other security to support customer receivables
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Labor agreementsWe require highly skilled personnel to operate our drilling
units We conduct extensive personnel

recruiting training and safety programs At December31 2009 we had approximately 19300 employees and we had engaged

approximately 2200 persons through contract labor providers Some of our employees working in Angola the U.K and Norway are

represented by and some of our contracted labor work under collective bargaining agreements Many of these represented individuals

are working under agreements that are subject to ongoing salary negotiation in 2010 These negotiations could result in higher personnel

expenses other increased costs or increased operation restrictions as the outcome of such negotiations apply to all offshore employees

not just the union members

Additionally the unions in the U.K sought an interpretation of the application of the Working Time Regulations to the offshore

sector The Employment Tribunal issued its decision in favor of the unions and held in part that offshore workers are entitled to 28 days

of annual leave Such decision has been overturned on appeal by the Employment Appeal Tribunal but the unions have appealed this

decision to the Court of Session for hearing in June 2010 The application of the Working Time Regulations to the offshore sector could

result in higher labor costs and could undermine our ability to obtain sufficient number of skilled workers in the U.K Legislation has been

introduced in the U.S Congress that could encourage additional unionization efforts in the U.S as well as increase the chances that such

efforts succeed Additional unionization efforts if successful new collective bargaining agreements or work stoppages could materially

increase our labor costs and operating restrictions

Note 15Postemployment Benefit Plans

Defined benefit pension plans and other post retirement benefit plans

OverviewEffective January 2009 following mergers of existing plans with similar characteristics we maintain single

qualified defined benefit pension plan in the U.S the U.S Plan and single funded supplemental benefit plan the Supplemental

Plan The U.S Plan covers substantially all U.S employees and the Supplemental Plan along with two other unfunded supplemental

benefit plans the Other Supplemental Plans provide certain
eligible employees with benefits in excess of those allowed under the U.S

Plan Additionally we maintain two funded and two unfunded defined benefit plans collectively the Frozen Plans that we assumed in

connection with our mergers with GlobalSantaFe and RB Falcon all of which were frozen prior to the respective mergers and for which

benefits no longer accrue but the pension obligations have not been fully distributed We refer to the U.S Plan the Supplemental Plan

the Other Supplemental Plans and the Frozen Plans collectively as the U.S Plans

We maintain defined benefit plan in the U.K the U.K Plan covering certain current and former employees in the U.K We

also provide several funded defined benefit plans primarily group pension schemes with life insurance companies and two unfunded

plans covering our eligible Norway employees and former employees the Norway Plans We also maintain unfunded defined benefit

plans the Other Plans that provide retirement and severance benefits for certain of our Indonesian Nigerian and Egyptian employees

We refer to the U.K Plan the Norway Plans and the Other Plans collectively as the Non-U.S Plans

We refer to the U.S Plans and the Non-U.S Plans collectively as the Transocean Plans Additionally we have several

unfunded contributory and noncontributory other postretirement employee benefits plans the OPEB Plans covering substantially all of

our U.S employees

AssumptionsThe following are the weighted-average assumptions used to determine benefit obligations

December 31 2009 December 31 2008

U.S Non.U.S OPEB U.S Non-U.S OPEB

Plans Plans Plans Plans Plans Plans

Discount rate 5.84% 5.59% 5.52% 5.40% 6.06% 5.35%

Compensation trend rate 4.21% 4.73% n/a 4.21% 4.54% n/a

The following are the weighted-average assumptions used to determine net periodic benefit costs

December31 2009 December31 2008 December 31 2007

U.S Non-U.S OPEB U.S Non-U.S OPEB u.s Non-U.S OPEB

Plans Plans Plans Plans Plans Plans Plans Plans Plans

Discount rate 5.41% 6.06% 5.34% 6.14% 5.97% 5.96% 5.95% 5.83% 5.80%

Expected rate of return 8.50% 6.59% n/a 8.50% 7.16% n/a 9.00% 7.12% n/a

Compensation trend rate 4.21% 4.55% n/a 4.57% 4.64% n/a 4.58% 4.47% n/a

Health care cost trend rate

initial n/a n/a 8.99% n/a n/a 8.55% n/a n/a 9.73%

ultimate n/a n/a 5.00% n/a n/a 5.00% n/a n/a 5.00%

n/a means not applicable
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Change in projected benefit obligation

Projected
benefit

obligation beginning of period

Plan amendments

Actuarial gains losses net

Service cost

Interest cost

Foreign currency exchange rate

Benefits paid 32

Participant contributions

Special termination benefits

Change in plan assets

Fair value of plan assets beginning of period

Actual return on plan assets

Foreign currency exchange rate changes

Employer contributions

Participant contributions

Benefits paid

Fair value of plan assets end of period

U.S Non-U.S OPEB U.S Non-U.S OPEB

Plans Plans Plans Total Plans Plans Plans Total

900 250 64 1214 758 307 55 1120

11 11

31 86 16 39 148 157

44 18 63 30 16 47

50 17 70 47 17 67

40 40 85 85

11 47 74 87

932 403 54 1389 900 250 64 1214

455 208 663 632 307 939

121 31 152 163 33 196

31 31 75 75

50 20 73 60 14 78

32 11 47 74 87

594 281 875 455 208 663

Funded status end of period 338 122 54 514 445 42 64 551

Balance sheet classification end of period

Accrued pension liability current

Accrued pension liability non-current

Accumulated other comprehensive income loss

333 120 51

264 117

10

504 438

379 390

U.S Non-U.S OPEB U.S Non-U.S OPEB

Plans Plans Plans Total Plans Plans Plans Total

932 403 54 $1389 900 250 64 $1214

594 281 875 455 208 663

December31 2009 December31 2008

U.S Non-U.S OPEB U.S Non-U.S OPEB

Plans Plans Plans Total Plans Plans Plans Total

789 344 54 $1187 763 164 64 991

594 281 875 455 152 607

TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Funded statusThe changes in projected benefit obligation plan assets and funded status and the amounts recognized on our

consolidated balance sheets are shown in the table below in millions

Year ended December 312009 Year ended December 31 2008

Settlements and curtailments

Projected benefit obligation end of period

42

42

10

61 541

440

Amounts are before income tax effect

The aggregate projected benefit obligation and fair value of plan assets for plans with projected benefit obligation in excess of

plan assets are as follows in millions

December 31 2009 December 31 2008

Projected benefit obligation

Fair value of plan assets

The accumulated benefit obligation for all defined benefit pension plans was $1.1 billion and $983 million at December 31 2009

and 2008 respectively The aggregate accumulated benefit obligation and fair value of plan assets for plans with an accumulated benefit

obligation in excess of plan assets are as follows in millions

Accumulated benefit obligation

Fair value of plan assets
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Plan assetsWe periodically review our investment policies plan assets and asset allocation strategies to evaluate

performance relative to specified objectives In determining our asset allocation strategies we review models presenting many different

asset allocation scenarios to assess the most appropriate target allocation expected to produce long-term gains without taking on undue

risk As of December 31 2009 our actual and targeted weighted-average asset allocations for funded Transocean Plans by asset

category were as follows in millions

December31 2009

U.S Plans Non-U.S Plans

Asset category Value Allocation Target Value Allocation Target

Equity securities

U.S large-cap 286 34

U.S small-cap 55

Non-U.S developed markets 70 146

Non-U.S emerging markets 20
________

Total equity securities 431 72 65 180 64% 56%

Fixed income securities

U.S Treasury 48

Non-U.S government 12 53

U.S government agencies 12

U.S corporate 33

U.S government collateralized 49

U.S corporate collateralized

Total fixed income securities 159 27 35 53 19% 30%

Other investments

Cash 15

Property 24

Other
______ _____

Total other investments 48 17% 14%

Total 594 100% 100% 281 100% 100%

Fair value amounts are measured using quoted prices and other observable market data

This asset category comprises investments in the industrial finance and utility industries

Investment managers are given established ranges within which the investments may deviate from the target allocations As of

December 31 2009 the target allocation for the U.S Plans was 65 percent equity securities and 35 percent fixed income securities

having recently been adjusted to reduce exposure to the equity markets The U.S Plans invest in low-cost passively managed funds that

reference market indices The Non-U.S Plans invest in actively managed funds that measure performance against relevant index

benchmarks The Non-U.S Plans invest small portion of funds in other investments to participate in strategies that include arbitrage

short-selling risk management and merger and acquisition opportunities

The plan assets for our funded Transocean Plans are invested in indexed and actively managed investment funds managed by

plan investment managers that have discretion to select the securities held within each asset category Given this discretion the

managers may occasionally invest in our debt or equity securities and may hold either long or short positions in such secunties As these

managers are required to maintain well diversified portfolios the actual investment in our securities would be immaterial relative to asset

categories and the overall plan assets
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Net periodic benefit costsNet periodic benefit costs before tax included the following components in millions

60 24 84

Year ended December31 2008

U.S Non-U.S Transocean

Plans Plans Plans

30 16 46

47 17 64

71 53 21 74

30 14 44

Year ended December 31 2007

U.S Non-U.S Transocean

Plans Plans Plans

15 21

19 24

22 26

The following table presents the amounts in accumulated other comprehensive income expected to be recognized as

components of net periodic benefit costs during the year ending December31 2010 in millions

Year endina December 31 2010

11

Funding contributionsDuring the year ended December 31 2009 we contributed $73 million to the Transocean Plans and

the OPEB Plans which was funded from our cash flows from operations Our 2009 contributions included $44 million to the funded U.S

Plans $11 million to the funded Norway Plans $5 million to the funded U.K Plans $10 million to the unfunded U.S Plans and the Other

Plans and $3 million to the OPEB Plans

We expect to contribute total of $76 million to the Transocean Plans in 2010 These contributions are comprised of an

estimated $53 million to meet the minimum funding requirements for the funded U.S Plans $7 million to fund expected benefit payments

for the unfunded U.S Plans and the Other Plans $11 million to fund expected benefit payments for the funded Norway Plans and

$5 million to fund expected benefit payments for the U.K Plan For the OPEB Plans we expect to fund the benefit payments of $3 million

as costs are incurred The postretirement health care plans include limit on our share of costs for recent and future retirees

Year ended December 31 2009

U.S

Plans

44

Non-U.S

Plans

18

Transocean

Plans

62

6750 17

55 16

18 20

16 10 26

Service cost

Interest cost

Expected return on plan assets

Settlements and curtailments

Special termination benefits

Actuarial losses net

Prior service cost net

Transition obligation net

Net periodic benefit costs

For the OPEB Plans the combined components of net periodic benefit costs including service cost interest cost amortization of

prior service cost and recognized net actuarial losses were $3 million for each of the years ended December 31 2009 and 2008 and less

than $2 million for the year ended December 31 2007 respectively

The following table presents the amounts in accumulated other comprehensive income before tax that have not been

recognized as components of net periodic benefit costs in millions

U.s Non4J.S OPEB U.S Non-U.S OPEB

Plans Plans Plans Total Plans Plans Plans Total

Actuarial lqss net 277 117 399 404 42 22 468

Prior service credit net 13 22 14 14 29

Transibon obligation net

264 117 379 390 42 440

December31 2009

Total

December 31 2008

Actuarial loss net

Prior service credit net

Transition obligation net

Total amount expected to be recognized

U.S Non-U.S OPEB

Plans Plans Plans Total

12 18

15
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Benefit paymentsThe following are the projected pension benefits payments in millions

U.S Non-U.S OPEB

Years ending December 31 Plans Plans Plans Total

2010 35$ 6$ 44

2011 42 51

2012 39 50

2013 41 53

2014 42 54

2015-2018 256 54 21 331

Defined contribution plans

In 2009 we sponsored three defined contribution plans including one qualified defined contribution savings plans covering

certain employees working in the U.S the U.S Savings Plan one defined contribution savings plans covering certain employees

working outside the U.S and U.K the Non-U.S Savings Plan and one defined contribution pension plan that covers certain

employees working outside the U.S the Non-U.S Pension Plan

For the U.S Savings Plan and the Non-U.S Savings Plan we make matching contribution of up to 6.0 percent of each

covered employees base salary based on the employees contribution to the plan For the Non-U.S Pension Plan we contribute

between 4.5 percent and 6.5 percent of each covered employees base salary based on the employees years of
eligible

service We

recorded approximately $67 million $51 million and $33 million of expense related to our defined contribution plans for the years ended

December 31 2009 2008 and 2007 respectively

Severance plan

Following our merger
with GlobalSantaFe in 2007 we established plan to consolidate operations and administrative functions

As of December 31 2009 we had identified 336 employees who had been involuntarily terminated pursuant to this plan We recognized

$17 million $5 million and $4 million of severance expense for the years ended December 31 2009 2008 and 2007 respectively in either

operating and maintenance expense or general and administrative expense The liability associated with the severance plan recorded in

accrued liabilities was $17 million and $21 million at December 31 2009 and December 31 2008 respectively Since the severance

plans inception in 2007 we have paid $53 million in termination benefits under the plan including $18 million $33 million and $2 million

paid during the years ended December 31 2009 2008 and 2007 respectively We expect to accrue all remaining amounts in the three

months ended March 31 2009 and we expect such remaining amounts to be immaterial

Note 16Commitments and Contingencies

Lease obligations

We have operating lease commitments expiring at various dates principally for real estate office space and office equipment In

August 2009 we accepted delivery of Petrobras 10000 an asset held under capital lease through August 2029 Additionally

GSF Explorer is held under capital lease through July 2026 Rental expenses for all leases including leases with terms of less than one

year was approximately $99 million $89 million and $51 million for the years ended December 31 2009 2008 and 2007 respectively As

of December 31 2009 future minimum rental payments related to noncancellable operating leases and the capital leases were as follows

in millions

Capital Operating

Years ending December 31 Leases Leases

2010 74 40

2011 74 33

2012 74 23

2013 74 19

2014 74 14

Thereafter 1.084 45

Total future minimum rental payment 1454 174

Less amount representing imputed interest
_________

Present value of future minimum rental payments under capital leases 726

Less current portion
included in debt due within one year 16

Long-term capital lease obligation
710
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The following is the aggregate carrying amount of GSF Explorer and Petrobras 10000 assets held under capital lease as of

December 31 2009 and 2008 respectively in millions

December 31

2009 2008

Property and equipment cost 976 224

Accumulated depreciation 27 13

Property and equipment net 949 211

Depreciation expense
for GSF Explorer and Petrobras 10000 was $14 million $12 million and $1 million for the years ended

December 31 2009 2008 and 2007 respectively Having acquired the GSF Explorer in the Merger only one month of depreciation

expense is included in the year ended December 31 2007

Legal proceedings

Asbestos litigationIn 2004 several of our subsidiaries were named along with numerous other unaffiliated defendants in

21 complaints filed on behalf of 769 plaintiffs in the Circuit Courts of the State of Mississippi and which claimed injuries arising out of

exposure to asbestos allegedly contained in drilling mud during these plaintiffs employment in drilling
activities between 1965 and 1986

Special Master appointed to administer these cases pre-trial subsequently required that each individual plaintiff
file separate lawsuit

and the original 21 multi-plaintiff complaints were then dismissed by the Circuit Courts The amended complaints resulted in one of our

subsidiaries being named as direct defendant in seven cases We have or may have an indirect interest in an additional 17 cases The

complaints generally allege that the defendants used or manufactured asbestos-containing products in connection with
drilling operations

and have included allegations of negligence products liability
strict liability

and claims allowed under the Jones Act and general
maritime

law The
plaintiffs generally seek awards of unspecified compensatory and punitive damages In each of these cases the complaints

have named other unaffiliated defendant companies including companies that allegedly manufactured the drilling-related products that

contained asbestos None of the cases in which one of our subsidiaries is named defendant has been scheduled for trial in 2010 and

the preliminary information available on these claims is not sufficient to determine if there is an identifiable period for alleged exposure to

asbestos whether any asbestos exposure in fact occurred the vessels potentially involved in the claims or the basis on which the

plaintiffs
would support claims that their injuries were related to exposure to asbestos However the initial evidence available would

suggest that we would have significant defenses to liability and damages In 2009 two cases that were part of the original 2004 multi-

plaintiff
suits went to trial in Mississippi against unaffiliated defendant companies which allegedly manufactured drilling-related products

containing asbestos We were not defendant in either of these cases One of the cases resulted in substantial jury verdict in favor of

the plaintiff and this verdict was subsequently vacated by the trial judge on the basis that the
plaintiff

failed to meet its burden of proof

While the courts decision is consistent with our general evaluation of the strength of these cases it has not been reviewed on appeal The

second case resulted in verdict completely in favor of the defendants There have been no other trials involving any
of the parties to the

original 21 complaints We intend to defend these lawsuits vigorously although there can be no assurance as to the ultimate outcome

We historically have maintained broad liability insurance although we are not certain whether insurance will cover the liabilities if any

arising out of these claims Based on our evaluation of the exposure to date we do not expect the liability
if any resulting from these

claims to have material adverse effect on our consolidated statement of financial position results of operations or cash flows

One of our subsidiaries was involved in lawsuits arising out of the subsidiarys involvement in the design construction and

refurbishment of major industrial complexes The operating assets of the subsidiary were sold and its operations discontinued in 1989

and the subsidiary has no remaining assets other than the insurance policies involved in its litigation fundings from settlements with the

primary insurers and funds received from the cancellation of certain insurance policies The subsidiary has been named as defendant

along with numerous other companies in lawsuits alleging personal injury as result of exposure to asbestos As of December 31 2009

the subsidiary was defendant in approximately 1041 lawsuits Some of these lawsuits include multiple plaintiffs
and we estimate that

there are approximately 2623 plaintiffs in these lawsuits For many of these lawsuits we have not been provided with sufficient

information from the plaintiffs to determine whether all or some of the
plaintiffs

have claims against the subsidiary the basis of any such

claims or the nature of their alleged injuries The first of the asbestos-related lawsuits was filed against this subsidiary in 1990 Through

December 31 2009 the amounts expended to resolve claims including both attorneys fees and expenses and settlement costs have

not been material and all deductibles with respect to the primary insurance have been satisfied The subsidiary continues to be named as

defendant in additional lawsuits and we cannot predict the number of additional cases in which it may be named defendant nor can we

predict the potential costs to resolve such additional cases or to resolve the pending cases However the subsidiary has in excess of

$1 billion in insurance limits potentially available to the subsidiary Although not all of the policies may be fully available due to the

insolvency of certain insurers we believe that the subsidiary will have sufficient insurance and funds from the settlements of litigation
with

insurance carriers available to respond to these claims While we cannot predict or provide assurance as to the final outcome of these

matters we do not believe that the current value of the claims where we have been identified will have material impact on our

consolidated statement of financial position results of operations or cash flows

Sedco 710 litigationOne of our subsidiaries was involved in an action with respect to customs matter relating to the

Sedco 710 semisubmersible drilling rig Prior to our merger with Sedco Forex this
drilling rig which was working for Petrobras in Brazil at

the time had been admitted into the country on temporary basis under authority granted to Schlumberger entity When the drilling
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contract with Petrobras was transferred from Schiumberger to us in the
merger the temporary import permit was not transferred When

the temporary import permit granted to Schlumberger expired in 2000 renewal
filings were not immediately made and the Brazilian

authorities threatened to cancel the temporary import permit and to collect customs duties as if the
rig

had been nationalized in Brazil

Together with Schiumberger we jointly filed an action for the purpose of avoiding cancellation of and extending the temporary import

permit and to avoid collection of any customs duty Other proceedings were also initiated to secure the transfer of the temporary import

permit to us The court
initially permitted the transfer of the temporary import permit but did not rule on whether the temporary admission

could be extended without the payment of financial penalty in the form of Brazilian customs duties In 2004 the Brazilian authorities

issued an assessment totaling approximately $167 million based on the initial assessment amount accrued interest and current exchange
rate against our subsidiary based on the expiration of the temporary import permit This amount continued to grow as result of interest

and changes in the exchange rate The first level Brazilian court also ruled in 2007 that the financial penalties were appropriate and this

ruling was subsequently upheld at the next level We continued to contest this decision but ultimately decided to participate in

November 2009 in Brazilian tax amnesty program and paid $142 million to settle all tax claims by the Brazilian authorities in this matter
In addition we reached settlement with Schlumberger with respect to our allegation that Schlumberger should be responsible for the

assessment

Rio de Janeiro tax assessmentIn the third quarter of 2006 we received tax assessments of approximately $164 million from

the state tax authorities of Rio de Janeiro in Brazil against one of our Brazilian subsidiaries for taxes on equipment imported into the state

in connection with our operations The assessments resulted from preliminary finding by these authorities that our subsidiarys record

keeping practices were deficient We currently believe that the substantial majority of these assessments are without merit We filed an
initial

response with the Rio de Janeiro tax authorities on September 2006 refuting these additional tax assessments In

September 2007 we received confirmation from the state tax authorities that they believe the additional tax assessments are valid and as

result we filed an appeal on September 27 2007 to the state Taxpayers Council contesting these assessments While we cannot

predict or provide assurance as to the final outcome of these proceedings we do not expect it to have material adverse effect on our

consolidated statement of financial position results of operations or cash flows

Patent LitigationSeveral of our subsidiaries have been sued by Heerema Engineering Services Heerema in the U.S
District Court for the Southern District of Texas for patent infringement claiming that we infringe their U.S patent entitled Method and

Device for
Drilling

Oil and Gas Heerema claims that our Enterprise class advanced Enterprise class Express class and Development
Driller class of drilling rigs operating in the U.S Gulf of Mexico infringe on this patent They seek unspecified damages and injunctive relief

The court has held hearing on construction of their patent but has not yet issued decision We deny liability
for patent infringement

believe that their patent is invalid and intend to vigorously defend against the claim We do not expect the liability if any resulting from this

claim to have material adverse effect on our consolidated statement of financial position results of operations or cash flows

Other mattersWe are involved in various tax matters and various regulatory matters We are also involved in lawsuits relating

to damage claims arising out of hurricanes Katrina and Rita all of which are insured and which are not material to us In addition we are

involved in number of other lawsuits including dispute for municipal tax payments in Brazil and dispute involving customs procedures
in India neither of which is material to us and all of which have arisen in the ordinary course of our business We do not expect the

liability if any resulting from these other matters to have material adverse effect on our consolidated statement of financial position

results of operations or cash flows We cannot predict with certainty the outcome or effect of any of the
litigation matters specifically

described above or of any such other pending or threatened
litigation There can be no assurance that our beliefs or expectations as to

the outcome or effect of any lawsuit or other
litigation matter will prove correct and the eventual outcome of these matters could materially

differ from managements current estimates

Environmental matters

We have certain potential liabilities under the Comprehensive Environmental Response Compensation and
Liability Act

CERCLA and similar state acts regulating cleanup of various hazardous waste disposal sites including those described below

CERCLA is intended to expedite the remediation of hazardous substances without regard to fault Potentially responsible parties PRPs
for each site include present and former owners and operators of transporters to and generators of the substances at the site Liability is

strict and can be joint and several

We have been named as PRP in connection with site located in Santa Fe Springs California known as the Waste

Disposal Inc site We and other PRPs have agreed with the U.S Environmental Protection Agency EPA and the U.S Department of

Justice DOJ to settle our potential liabilities for this site by agreeing to perform the remaining remediation required by the EPA The

form of the agreement is consent decree which has been entered by the court The parties to the settlement have entered into

participation agreement which makes us liable for approximately eight percent of the remediation and related costs The remediation is

complete and we believe our share of the future operation and maintenance costs of the site is not material There are additional potential

liabilities related to the site but these cannot be quantified and we have no reason at this time to believe that they will be material

One of our subsidiaries has been ordered by the California Regional Water Quality Control Board CRWQCB to develop

testing plan for site known as Campus 1000 Fremont in Alhambra California This site was formerly owned and operated by certain of

our subsidiaries It is presently owned by an unrelated party which has received an order to test the property We have also been advised

that one or more of our subsidiaries is likely to be named by the EPA asa PRP for the San Gabriel Valley Area Superfund site which

includes this property Testing has been completed at the property but no contaminants of concern were detected In discussions with
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CRWQCB staff we were advised of their intent to issue us no further action letter but it has not yet been received Based on the test

results we would contest any potential liability
We have no knowledge at this time of the potential cost of any remediation who else will

be named as PRPs and whether in fact any of our subsidiaries is responsible party The subsidiaries in question do not own any

operating assets and have limited ability to respond to any liabilities

Resolutions of other claims by the EPA the involved state agency or PRPs are at various stages of investigation These

investigations involve determinations of

the actual responsibility
attributed to us and the other PRPs at the site

appropriate investigatory and/or remedial actions and

allocation of the costs of such activities among the PRPs and other site users

Our ultimate financial responsibility in connection with those sites may depend on many factors including

the volume and nature of material if any contributed to the site for which we are responsible

the numbers of other PRPs and their financial viability
and

the remediation methods and technology to be used

It is difficult to quantify with certainty the potential cost of these environmental matters particularly in respect of remediation

obligations Nevertheless based upon the information currently available we believe that our ultimate liability arising from all

environmental matters including the
liability

for all other related pending legal proceedings asserted legal claims and known potential legal

claims which are likely
to be asserted is adequately accrued and should not have material effect on our financial position or ongoing

results of operations Estimated costs of future expenditures for environmental remediation obligations are not discounted to their present

value

Contamination litigation

On July 11 2005 one of our subsidiaries was served with lawsuit filed on behalf of three landowners in Louisiana in the

12th Judicial District Court for the Parish of Avoyelles State of Louisiana The lawsuit named nineteen other defendants all of which were

alleged to have contaminated the
plaintiffs property with naturally occurring radioactive material produced water dlling fluids chlorides

hydrocarbons heavy metals and other contaminants as result of oil and gas exploration activities Experts retained by the
plaintiffs

issued report suggesting significant contamination in the area operated by the subsidiary and another codefendant and claimed that

over $300 million would be required to properly remediate the contamination The experts retained by the defendants conducted their own

investigation and concluded that the remediation costs would amount to no more than $2.5 million

The
plaintiffs

and the codefendant threatened to add GlobalSantaFe as defendant in the lawsuit under the single business

enterprise doctrine contained in Louisiana law The single business enterprise doctrine is similar to corporate veil piercing doctrines On

August 16 2006 our subsidiary and its immediate parent company each of which is an entity that no longer conducts operations or holds

assets filed voluntary petitions for relief under Chapter 11 of the U.S Bankruptcy Code in the U.S Bankruptcy Court for the District of

Delaware Later that day the
plaintiffs

dismissed our subsidiary from the lawsuit Subsequently the codefendant filed various motions in

the lawsuit and in the Delaware bankruptcies attempting to assert alter ego and single business enterprise claims against GlobalSantaFe

and two other subsidiaries in the lawsuit The efforts to assert alter ego and single business enterprise theory claims against

GlobalSantaFe were rejected by the Court in Avoyelles Parish and the lawsuit against the other defendant went to trial on February 19

2007 This lawsuit was resolved at trial with settlement by the codefendant that included $20 million payment and certain cleanup

activities to be conducted by the codefendant

The codefendant sought to dismiss the bankruptcies In addition the codefendant filed proofs of claim against both our

subsidiary and its parent with regard to its claims arising out of the settlement of the lawsuit On February 15 2008 the Bankruptcy Court

denied the codefendants request to dismiss the bankruptcy case but modified the automatic stay to allow the codefendant to proceed on

its claims against the debtors our subsidiary and its parent and their insurance companies The codefendant subsequently filed suit

against the debtors and certain of its insurers in the Court of Avoyelles Parish to determine their liability for the settlement

The codefendant filed Notice of Appeal of the rulings of the Bankruptcy Court GlobalSantaFe and its two subsidiaries also

filed Notices of Appeal to the U.S District Court for the District of Delaware On January 27 2009 the codefendants appeal was granted

by the District Court and the bankruptcy case was remanded to the Bankruptcy Court with instructions to have the case dismissed On

February 10 2009 the Bankruptcy Court entered an order dismissing the bankruptcy case The debtors GlobalSantaFe and the two

subsidiaries have filed Notices of Appeal of the District Courts ruling with the U.S Court of Appeals for the Third Circuit On February 18

2009 the District Court stayed its ruling which instructed the Bankruptcy Court to dismiss the case The appeal was heard on

September 14 2009 On December 22 2009 the Court of Appeals affirmed the ruling of the District Court On January 2010 we

petitioned the Third Circuit for rehearing of that ruling On January 27 2010 the Third Circuit declined the petitions for hearing

We believe that these legal theories should not be applied against GlobalSantaFe or these other two subsidiaries and that in any

event the manner in which the parent and its subsidiaries conducted their businesses does not meet the requirements of these theories for

imposition of
liability

Our subsidiary its parent and GlobalSantaFe intend to continue to vigorously defend against any action taken in an

attempt to impose liability against them under the theories discussed above or otherwise and believe they have good and valid defenses

thereto We do not believe that these claims will have material impact on our consolidated statement of financial position results of

operations or cash flows
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Retained risk

Our insurance program consists of commercial market and captive insurance policies primarily with 12-month policy periods

beginning May 2009 Under the program we generally maintain $125 million per occurrence deductible on our hull and machinery
which is subject to an aggregate deductible of $250 million However in the event of total loss or constructive total loss of drilling

unit such loss would be subject to deductible ranging from $500000 to $1.5 million Additionally we maintain $10 million per

occurrence deductible on crew personal injury liability and collision
liability claims and $5 million per occurrence deductible on other

third-party non-crew claims which together are subject to an aggregate deductible of $50 million that is applied to any occurrence in

excess of the per occurrence deductible until the aggregate deductible is exhausted We also carry $950 million of third-party liability

coverage exclusive of the personal injury liability deductibles third-party property liability deductibles and retention amounts described

above We retain the risk for any liability
losses in excess of the $950 million limit We have elected to self-insure operators extra expense

coverage for our subsidiaries ADTI and CMI This coverage provides protection against expenses related to well control and redrill liability

associated with blowouts Generally ADTIs customers assume and indemnify ADTI for liability associated with blowouts in excess of

$50 million

At present the insured value of our drilling rig fleet is approximately $39 billion in aggregate We generally do not have

commercial market insurance coverage for physical damage losses to our fleet due to named windstorms in the U.S Gulf of Mexico and

war perils worldwide Except with respect to Dhirubhai Deepwater KG1 and Dhirubhai Deepwater KG2 we generally do not carry

insurance for loss of revenue unless contractually required In the opinion of management adequate accruals have been made based on

known and estimable losses related to such exposures

Letters of credit and surety bonds

We had letters of credit outstanding totaling $567 million and $751 million at December31 2009 and 2008 respectively These

letters of credit guarantee various contract bidding and performance activities under various uncommitted lines provided by several banks

As is customary in the contract drilng business we also have various surety bonds in place that secure customs obligations

relating to the importation of our rigs and certain performance and other obligations Surety bonds outstanding totaled $31 million and

$37 million at December 31 2009 and 2008 respectively

Note 17Share-Based Compensation Plans

OverviewWe have long-term incentive plan the Long-Term Incentive Plan for executives key employees and outside

directors under which awards can be granted in the form of stock options restricted shares deferred units SARs and cash performance

awards and ii other incentive plans under which awards are currently outstanding Awards that may be granted under the Long-Term
Incentive Plan include traditional time-vesting awards time-based awards and awards that are earned based on the achievement of

certain performance criteria performance-based awards or market factors market-based awards Our executive compensation

committee of our board of directors determines the terms and conditions of the awards granted under the Long-Term Incentive Plan At

the 2009 annual shareholders meeting the board of directors approved an increase of authorized shares for employee grants from

22.9 million to 35.9 million shares As of December 31 2009 we had 35.9 million shares authorized for all future employee grants

Time-based awards typically vest either in three equal annual installments beginning on the first anniversary date of the grant or

in an aggregate installment at the end of the stated vesting period Performance-based and market-based awards are typically awarded

subject to either two-year or three-year measurement period during which the number of options shares or deferred units remains

uncertain At the end of the measurement period the awarded number of options shares or deferred units is determined the

determination date subject to the stated vesting period The two-year awards generally vest in three equal installments beginning on the

determination date and on January of each of the two subsequent years The three-year awards generally vest in one aggregate
installment following the determination date Once vested options and SARs generally have 10-year term during which they are

exercisable

As result of the Merger we assumed all of the outstanding employee stock options and SARs of GlobalSantaFe Each option

and stock appreciation right of GlobalSantaFe outstanding as of the Merger effective date to the extent not already fully vested and

exercisable became
fully vested and exercisable into an option or SAR with respect to 0.6368 shares of Transocean at that time The

aggregate fair market value of options and SARs assumed in the Merger computed as of the Merger date was $157 million or $83.56 per

option or SAR

At the effective time of the Reclassification all outstanding options to acquire Transocean Inc ordinary shares remained

outstanding and became
fully vested and exercisable The number and exercise prices of the options to purchase Transocean Inc

ordinary shares were adjusted based on the market price of Transocean Inc ordinary shares immediately preceding the effective date of

the Reclassification and Merger in order to keep the aggregate intrinsic value of the options and SARs equal to the values immediately

prior to such date Each option to acquire Transocean Inc ordinary shares that was outstanding immediately prior to the Reclassification

and Merger was converted into options to purchase 0.9392Transocean Inc ordinary shares rounded down to the nearest whole share
with per share exercise price equal to the exercise price of the option immediately prior to the Reclassification and Merger divided by

0.9392 rounded up to the nearest whole cent Share amounts and related share prices with respect to stock options have been

retroactively restated for all periods presented to give effect to the Reclassification
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All Transocean deferred units and restricted shares were exchanged for the same consideration for which each outstanding
Transocean Inc ordinary share was exchanged in the Reclassification As result holders of deferred units and restricted shares
received $33.03 in cash and 0.6996 Transocean Inc ordinary shares for each deferred unit or restricted share they held

immediately prior
to the Reclassification With respect to time-based deferred unit and restricted share awards made prior to July 21 2007 all such
consideration was fully vested as of the Merger date However with respect to those awards made on or after July 21 2007 only the cash

component of the consideration vested as of the Merger date and the share consideration remained subject to the vesting restrictions set

forth in the applicable award agreement All performance-based awards for which the performance determination occurred prior to the

Merger date became
fully vested at that time All unvested performance-based shares for which the performance determination had not

yet occurred as of the Merger date became vested at 50 percent on the Merger date The remaining shares not vested were forfeited in

2007 As result there were no performance-based shares
outstanding at December 31 2007 The numbers of restricted shares and

deferred units in the tables and discussions below have been retroactively restated for all periods presented to give effect to reduction in

shares that occurred in connection with the Reclassification
Weighted-average grant-date fair values per share for deferred units and

restricted shares have not been restated

As result of the accelerated vesting of options deferred units and restricted shares in connection with the Merger we
accelerated the recognition of $38 million of previously unrecognized compensation expense in the fourth quarter of 2007

In connection with the Redomestication Transaction we adopted and assumed the Long-Term Incentive Plan and other

employee benefit plans and arrangements of Transocean Inc and those plans and arrangements were amended as necessary to give
effect to the Redomestication Transaction including to provide that our shares will be issued held available or used to measure
benefits as appropriate under the plans and arrangements in lieu of Transocean Inc ordinary shares including upon exercise of

any
options or SARs issued under those plans and arrangements and for the appropriate substitution of us for Transocean Inc in those

plans and arrangements Additionally we issued 16 million of our shares to Transocean Inc 14 million of which remained available as of

December 31 2009 for future use to satisfy our obligations to deliver shares in connection with awards granted under incentive plans
warrants or other rights to acquire our shares

As of December31 2009 total unrecognized compensation costs related to all unvested share-based awards totaled

$100 million which is expected to be recognized over weighted-average period of 1.8 years There were modifications totaling $8 million

during the year ended December 31 2009 There were no significant modifications during the years ended December 31 2008 and 2007

Option valuation assumptionsWe estimated the fair value of each option award under the Long-Term Incentive Plan on the

grant date using the Black-Scholes-Merton option-pricing model with the following weighted-average assumptions

Years ended December 31

2009 2008 2007

Dividend yield

Expected price volatility 49% 36% 31%

Risk-free interest rate 1.80% 3.00% 4.88%-5.09%

Expected life of options 4.8 years 4.4 years 3.2 years

Weighted-average fair value of options granted $26.07 $49.32 $40.69

We estimated the fair value of each option grant under the Employee Stock Purchase Plan ESPP using the Black-Scholes
Merton option-pricing model with the following weighted-average assumptions

Years ended December 31

2009 2008 2007

Dividend
yield

Expected price volatility 31% 33%

Risk-free interest rate
3.15% 4.91%

Expected life of options 1.0 year 1.0 year

Weighted-average fair value of options granted $41.39 $23.01

As of January 2009 we discontinued offering the ESPP
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Time-Based Awards

Stock optionsThe following table summarizes vested and unvested time-based vesting stock option time-based options

activity
under our incentive plans during the year ended December 31 2009

Weighted-average

Number Weighted-average remaining Aggregate intrinsic

of shares exercise price contractual term value

under option per
share years in millions

Outstanding at January 2009 2358743 44.50 2.90

Granted 597898 60.41

Exercised 980105 19.97

Forfeited 147881 71.19

Outstanding at December 31 2009 1828655 60.69 4.96 40

Vested and exercisable at December 31 2009 1171865 50.05 2.70 38

The weighted-average grant-date fair value of time-based options granted during the year ended December 31 2009 was

$26.07 per
share There were time-based options to purchase 276281 and 3073 shares granted during the years ended December 31

2008 and 2007 respectively with weighted-average grant-date fair values of $49.32 and $40.69 per share respectively

The total pretax intrinsic value of time-based options exercised during the year ended December 31 2009 was $43 million

There were 1066173 and 2112853 time-based options exercised during the years
ended December31 2008 and 2007 respectively

The total pretax intrinsic value of time-based options exercised was $101 million and $156 million during the years ended December 31

2008 and 2007 respectively

There were 656790 and 273314 unvested time-based options outstanding as of December 31 2009 and 2008 respectively

There were no unvested time-based options outstanding at December 31 2007

Restricted sharesThe following table summarizes unvested share activity for time-based vesting restricted shares

time-based shares granted under our incentive plans during the year ended December 31 2009

Number Weighted-average

of grant-date fair value

shares per share

Unvested at January 12009 427465 126.01

Vested 320782 120.60

Forfeited 8297 116.55

Unvested at December 31 2009 98386 112.14

We did not grant any time-based shares during the year
ended December 31 2009 There were 259057 and 380653 time-

based shares granted during the years ended December 31 2008 and 2007 respectively The weighted-average grant-date fair value of

time-based shares granted was $126.26 and $109.92 per share for the years ended December31 2008 and 2007 respectively There

were 129979 and 261330 time-based shares that vested during the years ended December 31 2008 and 2007 respectively The total

grant-date fair value of time-based shares that vested was $14 million and $20 million for the years
ended December 31 2008 and 2007

respectively

Deferred unitsA deferred unit is unit that is equal to one share but has no voting rights until the underlying shares are

issued The following table summarizes unvested activity
for time-based vesting deferred units time-based units granted under our

incentive plans during the year ended December 31 2009

Number Weighted-average

of grant-date fair value

units per share

Unvested at January 12009 504949 141.72

Granted 1287893 60.53

Vested 282543 118.20

Forfeited
54852 85.01

Unvested at December 31 2009 1455447 76.58

The total grant-date fair value of the time-based units vested during the year ended December 31 2009 was $33 million There

were 498216 and 64676 time-based units granted during the years ended December31 2008 and 2007 respectively The weighted-

average grant-date fair value of time-based units granted was $143.85 and $105.99 per
share for the years ended December31 2008 and
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2007 respectively There were 25740 and 53086 time-based units that vested during the years ended December 31 2008 and 2007

respectively The total grant-date fair value of deferred units that vested was $3 million and $4 million for the years ended December 31

2008 and 2007 respectively

SARsUnder an incentive plan assumed in connection with the Merger we assumed share-settled SARs granted to key

employees and to non-employee directors of GlobalSantaFe at no cost to the grantee The grantee receives number of shares upon

exercise equal in value to the difference between the market value of our shares at the exercise date and the Merger-adjusted exercise

price The following table summarizes share-settled SARs
activity

under our incentive plans during the year ended December 31 2009

Weighted-average

Number
Weighted-average remaining Aggregate

of exercise
price contractual term intrinsic value

awards
per share years in millions

Outstanding at January 12009 189363 93.26 7.75

Exercised 77.73

Outstanding at December31 2009 189139 93.28 6.76

Vested and exercisable at December 31 2009 189139 93.28 6.76

At December 31 2009 we have presented the aggregate intrinsic value as zero since the weighted-average exercise price per

share exceeded the market price of our shares on that date

We did not grant share-settled SARs during the years ended December 31 2009 2008 and 2007 The total pretax intrinsic

value of share-settled SARs exercised during the period ended December 31 2009 was zero There were 315408 and

110355 share-settled SARs exercised with total pretax intrinsic value of zero during the years ended December 31 2008 and 2007

respectively after we assumed them in the Merger

There were no unvested share-settled SARs outstanding as of December 31 2009 2008 and 2007

Performance-Based Awards

Stock optionsWe grant performance-based stock options performance-based options that can be earned depending on

the achievement of certain performance targets The number of options earned is quantified upon completion of the performance period at

the determination date The following table summarizes vested and unvested performance-based option activity
under our incentive plans

during the year ended December 31 2009

Weighted-average

Number Weighted-average remaining Aggregate intrinsic

of shares exercise price contractual term value

under option per share years in millions

Outstanding at January 2009 179262 75.30 8.38

Outstanding at December31 2009 179262 75.30 6.22

Vested and exercisable at December31 2009 179262 75.30 6.22

We did not grant performance-based options during the years ended December 31 2009 2008 and 2007 The total pretax

intrinsic value of performance-based options exercised during the year ended December 31 2009 was zero There were 212840 and

661988 performance-based options exercised with total pretax intrinsic value of $22 million and $52 million during the
years ended

December 31 2008 and 2007 respectively

There were no unvested performance-based stock options outstanding as of December 31 2009 2008 and 2007

Restricted sharesWe have previously granted performance-based restricted shares performance-based shares that could

be earned depending on the achievement of certain performance targets The number of shares earned was quantified upon completion

of the performance period at the determination date We did not grant performance-based shares during the years ended December 31

2009 2008 and 2007 No performance-based shares vested in the years ended December 31 2009 and 2008 and none remain

outstanding There were 357544 performance-based shares that vested with total grant-date fair value of $14 million for the year ended

December 31 2007

Deferred unitsWe have previously granted performance-based deferred units performance-based units that could be

earned depending on the achievement of certain performance targets The number of units earned was quantified upon completion of the

performance period at the determination date We did not grant performance-based units during the years ended December 31 2009

2008 and 2007 No performance-based units vested in the years ended December 31 2009 and 2008 and none remain outstanding
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There were 150762 performance-based units that vested with total grant-date fair value of $7 million for the year ended December31

2007

Market-Based Awards

Deferred unitsWe grant market-based deferred units market-based units that can be earned depending on the

achievement of certain market conditions The number of units earned is quantified upon completion of the specified period at the

determination date The following table summarizes unvested activity for market-based units granted under our incentive plans during the

year ended December 31 2009

Number Weighted-average

of grant-date
fair value

units per share

Unvested at January 2009 98540 144.32

Granted 285012 75.98

Vested

Forfeited 52682 92.55

Unvested at December31 2009 330870 93.70

There were 99464 market-based units granted with weighted-average grant-date fair value of $144.32 per share during the

year ended December 31 2008 We did not grant market-based units during the year ended December 31 2007 No market-based units

vested in the years ended December 31 2008 and 2007

ESPPThrough December 31 2008 we offered an ESPP under which certain full-time employees could choose to have

between two and 20 percent of their annual base earnings withheld to purchase up to $21150 of our shares each year The purchase

price of the shares was 85 percent of the lower of the beginning-of-year or end-of-year market price of our shares At December 31 2008

577537 shares were available for issuance As of January 2009 we discontinued offering the ESPP

Note 18Stock Warrants

We assumed stock warrants in connection with our merger with RB Falcon Corporation in January 2001 Under the amended

warrant agreement each warrant holder could elect to receive 12.243 shares and $578025 in cash upon exercise at price of $332.50

During the year ended December 31 2008 Transocean Inc issued 363492 of its ordinary shares and paid $7 million net of $10 million

aggregate exercise price At December 31 2008 the cash payment feature reclassified from permanent equity represented an

aggregate obligation of $31 million recorded in other current liabilities

During the year ended December 31 2009 we issued 651570 shares and paid $13 million net of an $18 million aggregate

exercise price upon the exercise of 53220 warrants No warrants remained outstanding and the cash payment feature had been
fully

satisfied as of the stated expiration date of May 2009

Note 19Share Repurchase Program

In May 2006 Transocean Inc.s board of directors authorized an increase in the overall amount of ordinary shares that could be

repurchased under its share repurchase program to $4.0 billion from $2.0 billion which was previously authorized and announced in

October 2005 The repurchase program did not have an established expiration date and could be suspended or discontinued at any time

Under the program repurchased shares were constructively retired and returned to unissued status During 2007 Transocean Inc

repurchased and retired 5.2 million aggregate ordinary shares for $400 million at an average purchase price of $77.39 per share There

were no repurchases under the repurchase program during 2009 and 2008

Total consideration paid to repurchase the shares was recorded in shareholders equity as reduction in shares and additional

paid-in capital Such consideration was funded with existing cash balances and borrowings under former revolving credit facility
As

result of the Redomestication the Transocean Inc share repurchase program was terminated

In May 2009 at our annual general meeting our shareholders approved and authorized our board of directors at its discretion

to repurchase an amount of our shares for cancellation with an aggregate purchase price of up to 3.5 billion Swiss francs which is

equivalent to approximately U.S $3.2 billion at an exchange rate as of the close of trading on February 19 2010 of U.S $1.00 to

1.08 Swiss francs See Note 26Subsequent Events
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Note 20Other Comprehensive Income

The allocation of other comprehensive income loss attributable to controlling interest and to non-controlling interest was as

follows in millions

Years ended December31

2008

Non- Non- Non

Controlling controlling Controlling controlling Controlling controlling

interest interest Totai interest interest Totai interest interest Totai

37 37 388 388 27 27
24 24 13 13

61 66 387 387 14 14
24 24

85 90 378 378 12 12

The components of accumulated other comprehensive income loss net of tax were as follows in millions

________

335 420 42

Amounts are net of income tax effect of $45 million $21 million and $12 million for December 31 2009 2008 and 2007 respectively

Note 21Supplemental Balance Sheet Information

Other current liabilities are comprised of the following in millions

Other long-term liabilities

Drilling
contract intangibles

Accrued pension liabilities

Long-term income taxes payable

Accrued retiree life insurance and medical benefits

Deferred revenue

Other

Total other long-term liabilities

December31

308

139

80

23

97

730

18

70

806

2009

Unrecognized components of net periodic benefit costs

Recognized components of net periodic benefit costs

unrealized gain loss on derivative instruments

Other net

Other comprehensive income loss before income taxes

Income taxes related to other comprehensive income

Other comprehensive income loss net of tax

2007

December 31 2009

Unrecognized components of net period benefit costs

Unrecognized gain on derivative investments

Unrealized loss on securities held for sale

Accumulated other comprehensive income loss

December 31 2008

Non- Non

Controliing controliing Controiling controliing

interest interest interest interest

334$ 419$

December31 2007

Non-

Controlling controliing

interest interest

45

Other current liabilities

Accrued payroll and employee benefits

Deferred revenue

Accrued taxes other than income

Accrued interest

Stock warrant consideration payable

Unearned income

Other

Total other current liabilities

Other long-term liabilities are comprised of the following in millions

2009 2008

363

112

112

83 100

31

December 31

2009 2008

268 593

453 480

594 460

51 61

214 54

104 107

1684 1755
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Note 22Supplemental Cash Flow Information

We include investments in highly liquid
debt instruments with an original maturity of three months or less in cash and cash

equivalents In September 2008 The Reserve announced that certain funds including The Reserve Primary Fund and The Reserve

International Liquidity Fund Ltd had lost the
ability

to maintain net asset value of $1.00 per share due to losses in connection with the

bankruptcy of Lehman Brothers Holdings Inc Lehman Holdings According to its public disclosures The Reserve stopped processing

redemption requests in order to develop an orderly plan of liquidation that would protect all of the funds shareholders Based on

statements made by the funds we recognized an impairment loss of $16 million recorded in other net in the quarter ended September 30

2008 associated with our proportional interest in the debt instruments of Lehman Holdings held by the funds During the year ended

December 31 2009 we received distributions of $10 million and $286 million from The Reserve Primary Fund and the Reserve

International Liquidity Fund Ltd respectively As of December 31 2009 the carrying values of our investments in The Reserve Priniary

Fund and The Reserve International Liquidity Fund Ltd were $5 million and $33 million respectively The timing of our ability
to access

the remaining funds is uncertain

Shortly following the Lehman Holdings bankruptcy the funds announced that all redemption requests received by the funds prior

to cut-off time on the day following the bankruptcy of Lehman Holdings would be redeemed at net asset value of $1.00 per share

Some investors in the funds that submitted redemption requests prior to this cut-off time are seeking redemption of their interests at this

amount which would reduce funds available for distribution to other investors including us We have filed motion to intervene in pending

litigation against The Reserve International Liquidity Fund Ltd and related parties seeking declaration that we are entitled to pro rata

distribution with respect to the redemption of our remaining interest in the fund damages and other relief Potential rulings or decisions by

courts or regulators relating to this
litigation or otherwise relating to the funds may impact further distributions by the funds and could result

in additional losses

Net cash provided by used in operating activities attributable to the net change in operating assets and liabilities is composed of

the following in millions

Years ended December 31

2009 2008 2007

Changes in operating assets and liabilities

Decrease increase in accounts receivable 504 501 274

Increase in other current assets 50 118 43
Increase in other assets 30
Increase decrease in accounts payable and other current liabilities 60 75 73

Increase decrease in other long-term liabilities 43
Change in income taxes receivable payable net 77 274 68

434 321 172

Additional cash flow information is as follows in millions

Years ended December31

2009 2008 2007

Certain cash operating activities

Cash payments for interest 683 545 208

Cash payments for income taxes 663 461 225

Non-cash investing and financing activities

Capital expenditures accrued at end of period 139 268 233

Asset
capitalized

under capital leases 716

Business combination 12386

Joint ventures and other investments 238

These amounts represent additions to property and equipment for which we had accrued corresponding liability
in accounts payable

On August 2009 we accepted delivery of Petrobras 10000 and recorded non-cash additions of $716 million to property and equipment net along

with corresponding increase to long-term debt See Note 11Debt and Note 16Commitments and Contingencies

In connection with the Merger Transocean Inc issued $12.4 billion of its ordinary shares to GlobalSantaFe shareholders acquired $20.6 billion in

assets and assumed $575 million of debt and $2.5 billion of other liabilities See Note 5Business Combination

In connection with our investment in and consolidation of TPDI we recorded additions to property and equipment of $457 million of which

$238 million was in exchange for note payable to Pacific Drilling
See Note 4Variable Interest Entities and Note 11Debt
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Note 23Segments Geographical Analysis and Major Customers

We have established two reportable segments contract drilling services and other operations The
drilling management

services and oil and gas properties businesses do not meet the quantitative thresholds for determining reportable segments and are

combined for reporting purposes in the other operations segment

Our contract drilling
services segment fleet operates in single global market for the provision of contract

drilling
services The

location of our rigs and the allocation of resources to build or upgrade rigs are determined by the activities and needs of our customers

Operating revenues and long-lived assets by country were as follows in millions

Years ended December 31

2009 2008 2007

Operating revenues

U.S 2239 2578 1259

U.K 1563 2012 848

India 1084 890 761

Other countries 6670 7194 3509

Total operating revenues 11556 12674 6377

December31

2009 2008

Long-lived assets As adjusted

U.S 6203 4128

South Korea 3128 3218

Other counthes 13687 13515

Total long-lived assets 23018 20861

Other countries represents countries in which we operate that individually
had operating revenues or long-lived

assets representing less than

10 percent of total operating revenues earned or total long-lived assets

substantial portion of our assets are mobile Asset locations at the end of the period are not necessarily indicative of the

geographic distribution of the revenues generated by such assets during the periods Although we are organized under the laws of

Switzerland we do not conduct any operations and do not have operating revenues in Switzerland At December 31 2009 we had

$1 million of long-lived assets in Switzerland

Our international operations are subject to certain political and other uncertainties including risks of war and civil disturbances

or other events that disrupt markets expropriation of equipment repatriation of income or capital taxation policies and the general

hazards associated with certain areas in which operations are conducted

For the year ended December 31 2009 BP accounted for approximately 12 percent of our operating revenues For the year

ended December 31 2008 BP accounted for approximately 11 percent of our operating revenues For the year ended December 31

2007 Chevron Shell and BP accounted for approximately 12 percent 11 percent and 10 percent respectively of our operating revenues

The loss of these or other significant customers could have material adverse effect on our results of operations

Note 24Related Party Transactions

Pacific Drilling LimitedWe hold 50 percent interest in TPDI British Virgin Islands joint venture company formed by us and

Pacific Drilling Liberian company to own two ultra-deepwater drillships
named DhirubhaiDeepwaterKGl and

Dhirubhai Deepwater KG2 the latter of which is currently under construction Beginning on October 18 2010 Pacific Drilling will have the

right
to exchange its interest in the

joint
venture for our shares or cash at purchase price based on an appraisal of the fair value of the

drillships subject to various adjustments

At December 31 2009 TPDI had outstanding promissory notes in the aggregate amount of $296 million of which $148 million is

due to Pacific Drilling and is included in long-term debt on our consolidated balance sheet At December 31 2008 TPDI had outstanding

promissory notes in the aggregate amount of $222 million of which $111 million was due to Pacific
Drilling

and was included in long-term

debt on our consolidated balance sheet

Angco Cayman LimitedWe hold 65 percent interest in ADDCL Cayman Islands
joint

venture company formed to

construct own and operate an ultra-deepwater drillship
to be named Discoverer Luanda Angco Cayman Limited Cayman Islands

company holds the remaining 35 percent interest in ADDCL Beginning on the fifth anniversary of the first well commencement date
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Angco Cayman Limited will have the right to exchange its interest in the joint venture for cash at purchase price based on an appraisal of

the fair value of the drillship subject to various adjustments

Overseas Drilling Limited-We own 50 percent interest in ODL an unconsolidated Cayman Islands joint venture company

Siem Offshore Invest AS owns the other 50 percent interest in ODL ODL owns the Joides Resolution for which we provide certain

operational and management services We earned $2 million for these services in the year ended December 31 2009

In December 2009 we amended our existing loan agreement with ODL increasing the maximum borrowing amount from

$8 million to $10 million ODL may demand repayment of the borrowings at any time upon five business days prior written notice and
any

amounts due to us from ODL may be offset against the borrowings at the time of repayment As of December 31 2009 $10 million was

outstanding under this loan agreement

Note 25Quarterly Results Unaudited

Shown below are selected unaudited quarterly data Amounts are rounded for consistency in presentation with no effect to the

results of operations previously reported on Form 0-Q or Form 10-K

Three months ended

March 31 June 30 September 30 December 31

In millions except per share data

2009

Operating revenues 3118 2882 2823 2733

Operating income 1319 1121 957 1003

Net income attributable to controlling interest 942 806 710 723

Earnings per share

Basic 2.94 2.50 2.20 2.24

Diluted 2.93 2.49 2.19 2.24

Weighted-average shares outstanding

Basic 319 320 321 321

Diluted 320 321 322 322

2008 As adjusted

Operating revenues 3110 3102 3192 3270

Operating income 1540 1350 1383 1084

ilØt income attributable to cdntrolling intØrØst 1149 1065 1063 754

Earnings per share

Basic 3.62 3.34 3.32 2.36

Diluted 3.58 3.31 3.30 2.35

Weighted-average shares outstatding

Basic 317 318 319 319

Diluted 321 321 321 320

First quarter included loss on impairment of $221 million Second quarter included loss on impairment of $67 million Third quarter included loss on

impairment of $46 million and settlement charges related to
litigation

matters of $132 million See Note 6Impairments

Fourth quarter included loss on impairment of $320 million See Note 6Impairments
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TRANSOCEAN LTD AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Note 26Subsequent Events tJnaudited

DispositionsIn January 2010 we completed the sale of two Midwater Floaters GSF Arctic II and GSF Arctic IV in connection

with our previously announced undertakings to the Office of Fair Trading in the U.K In connection with the sale we received net cash

proceeds of $40 million and non-cash proceeds in the form of two notes receivable in the aggregate amount of $165 million We continue

to operate GSF Arctic IV under short-term bareboat charter with the new owner of the vessel through August 2010

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authorized our

board of directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase price of up to

3.5 billion Swiss francs which is equivalent to approximately U.S $3.2 billion at an exchange rate as of the close of trading on

February 19 2010 of U.S $1.00 to 1.08 Swiss francs On February 12 2010 our board of directors authorized our management to

implement the share repurchase program as approved by our shareholders at our annual general meeting in May 2009

Distribution recommendationOn February 16 2010 we announced that our board of directors has decided to recommend

that shareholders at our May 2010 annual general meeting approve distribution in the form of par value reduction denominated in

Swiss francs for an amount equivalent to approximately U.S $1.0 billion or approximately U.S $3.11 per share based on the then current

number of issued shares in four installments

Note 27Supplemental Disclosures Required by Swiss Law

Balance sheet itemsThe fire insurance value of property plant and equipment is $39255 million and $34189 million at

December 31 2009 and 2008 respectively

Statement of Operations itemsTotal personnel expenses amounted to $2332 million and $2221 million for the years ended

December 31 2009 and 2008 respectively

Compensation and Security Ownership of Board Members and Executive OfficersThe compensation and security

ownership of members of the Board of Directors of Transocean Ltd and of Transocean executive officers is presented in Note 7Board of

Directors Compensation Note 8Executive Management Compensation and Note 9Share OwnershipBoard of Directors and

Executive Management in the Transocean Ltd stand-alone statutory financial statements

Risk AssessmentTransocean Ltds risk assessment is presented in Note 11Risk Assessment Disclosure of the Transocean

Ltd stand-alone statutory financial statements
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ITEM Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

We have not had change in or disagreement with our accountants within 24 months prior to the date of our most recent

financial statements or in any period subsequent to such date

ITEM 9A Controls and Procedures

We carried out an evaluation under the supervision and with the participation of management including our Chief Executive

Officer and Chief Financial Officer of the effectiveness of our disclosure controls and procedures as of the end of the period covered by

this report Based on that evaluation our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and

procedures as defined in Exchange Act Rules 13a-15e and 15d-15e were effective as of December 31 2009 and provide reasonable

assurance that information required to be disclosed in our reports filed or submitted under the Exchange Act is accumulated and

communicated to our management including our Chief Executive Officer and our Chief Financial Officer to allow timely decisions

regarding required disclosure and recorded processed summarized and reported within the time periods specified in the Securities

and Exchange Commissions rules and forms

There were no changes in these internal controls during the quarter ended December 31 2009 that have materially affected or

are reasonably likely
to materially affect our internal controls over financial reporting

See Managements Report on Internal Control Over Financial Reporting and Report of Independent Registered Public

Accounting Firm included in Item of this Annual Report

ITEM 9B Other Information

None
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PART Ill

ITEM 10 Directors Executive Officers and Corporate Governance

ITEM 11 Executive Compensation

ITEM 12 Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters

ITEM 13 Certain Relationships Related Transactions and Director Independence

ITEM 14 Principal Accountant Fees and Services

The information required by Items 10 11 12 13 and 14 is incorporated herein by reference to our definitive proxy statement for

our 2010 annual general meeting of shareholders which will be filed with the Securities and Exchange Commission pursuant to

Regulation 14A under the Securities Exchange Act of 1934 within 120 days of December31 2009 Certain information with respect to

our executive officers is set forth in Item of this annual report under the caption Executive Officers of the Registrant

PART IV

ITEM 15 Exhibits and Financial Statement Schedules

Index to Financial Statements Financial Statement Schedules and Exhibits

Financial Statements

Included in Part II of this report Page

Managements Report on Internal Control Over Financial Reporting AR-55

Report of Independent Registered Public Accounting Firm AR-56

Consolidated Statements of Operations
AR-59

Consolidated Statements of Comprehensive Income AR-60

Consolidated Balance Sheets AR-61

Consolidated Statements of Equity AR-62

Consolidated Statements of Cash Flows AR-63

Notes to Consolidated Financial Statements AR-64

Financial statements of unconsolidated subsidiaries are not presented herein because such subsidiaries do not meet the

significance test

Financial Statement Schedules
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Transocean Ltd and Subsidiaries

Schedule II Valuation and Qualifying Accounts

In millions

Additions

Charge to

Balance at Charge to other Balance at

beginning of cost and accounts Deductions end of

period expenses -describe -describe period

Year ended December 31 2007

Reserves and allowances deducted from asset accounts

Allowance for doubtful accounts receivable

Allowance for obsolete materials and supplies

Valuation allowance on deferred tax assets

26 57

19

59 28c

33a

58

50

22

29

Year ended December 31 2008

Reserves and allowances deducted from asset accounts

Allowance for doubtful accounts receivable

Allowance for obsolete materials and supplies

Valuation allowance on deferred tax assets

50 95

22 27

29

31a 114

49

10c 23

Year ended December 31 2009

Reserves and allowances deducted from asset accounts

Allowance for doubtful accounts receivable

Allowance for obsolete materials and supplies

Valuation allowance on deferred tax assets

114 27

49 17

23 46

76a 65

66

69

Uncollectible accounts receivable written off net of recoveries

Amount represents $1 related to sale of rigs/inventory

Amount represents the valuation allowances established in connection with the tax assets acquired and the liabilities assumed in connection with the

merger with GlobalSantaFe Corporation

Amount represents change in estimate related to the expected utilization of our U.S foreign tax credits

Other schedules are omitted either because they are not required or are not applicable or because the required information is included in the

financial statements or notes thereto
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Exhibits

The following exhibits are filed in connection with this Report

Number Description

2.1 Agreement and Plan of Merger dated as of August 19 2000 by and among Transocean Sedco Forex Inc Transocean

Holdings Inc TSF Delaware Inc and RB Falcon Corporation incorporated by reference to Annex to the Joint Proxy

Statement/Prospectus dated October 30 2000 included in 424b3 prospectus Registration No 333-46374 filed by

Transocean Sedco Forex Inc on November 2000

2.2 Agreement and Plan of Merger dated as of July 12 1999 among Schlumberger Limited Sedco Forex Holdings Limited

Transocean Offshore Inc and Transocean SF Limited incorporated by reference to Annex to the Joint Proxy

Statement/Prospectus dated October 27 2000 included in 424b3 prospectus Registration No 333-46374 filed by

Transocean Sedco Forex Inc on November 2000

2.3 Distribution Agreement dated as of July 12 1999 between Schiumberger Limited and Sedco Forex Holdings Limited

incorporated by reference to Annex to the Joint Proxy Statement/Prospectus dated October 27 2000 included in

424b3 prospectus Registration No 333-46374 filed by Transocean Sedco Forex Inc on November 2000

2.4 Agreement and Plan of Merger dated as of July 21 2007 among Transocean Inc GlobalSantaFe Corporation and

Transocean Worldwide Inc incorporated by reference to Exhibit 2.1 to Transocean Inc.s Current Report on Form 8-K

Commission File No 333-75899 filed on July 23 2007

2.5 Agreement and Plan of Merger dated as of October 2008 among Transocean Inc Transocean Ltd and Transocean

Cayman Ltd incorporated by reference to Exhibit 2.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 flIed on October 10 2008

2.6 Amendment No to Agreement and Plan of Merger dated as of October31 2008 among Transocean Inc

Transocean Ltd and Transocean Cayman Ltd incorporated by reference to Exhibit 2.2 to Transocean Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on November 2008

3.1 Articles of Association of Transocean Ltd incorporated by reference to Exhibit 3.1 to Transocean Ltd.s Current Report on

Form 8-K filed on December 19 2008

3.2 Organizational Regulations of Transocean Ltd incorporated by reference to Annex to Transocean Inc.s Proxy Statement

Commission File No 333-75899 filed on November 2008

4.1 Indenture dated as of April 15 1997 between Transocean Offshore Inc and Texas Commerce Bank National Association

as trustee incorporated by reference to Exhibit 4.1 to Transocean Offshore Inc.s Current Report on Form 8-K Commission

File No 001-07746 filed on April 30 1997

4.2 First Supplemental Indenture dated as of
April 15 1997 between Transocean Offshore Inc and Texas Commerce Bank

National Association as trustee supplementing the Indenture dated as of April 15 1997 incorporated by reference to

Exhibit 4.2 to Transocean Offshore Inc.s Current Report on Form 8-K Commission File No 001 -07746 filed on April 30

1997

4.3 Second Supplemental Indenture dated as of May 14 1999 between Transocean Offshore Texas Inc Transocean

Offshore Inc and Chase Bank of Texas National Association as trustee incorporated by reference to Exhibit 4.5 to

Transocean Offshore Inc.s Post-Effective Amendment No to Registration Statement on Form S-3 Registration

No 333-59001-99

4.4 Third Supplemental Indenture dated as of May 24 2000 between Transocean Sedco Forex Inc and Chase Bank of Texas

National Association as trustee incorporated by reference to Exhibit 4.1 to Transocean Sedco Forex Inc.s Current Report

on Form 8-K Commission File No 333-75899 filed on May 24 2000

4.5 Fourth Supplemental Indenture dated as of May 11 2001 between Transocean Sedco Forex Inc and The Chase

Manhattan Bank incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s Quarterly Report on Form 0-Q

Commission File No 333-75899 for the quarter ended March 31 2001

4.6 Fifth Supplemental Indenture dated as of December 18 2008 among Transocean Ltd Transocean Inc and The Bank of

New York Mellon Trust Company N.A as trustee incorporated by reference to Exhibit 4.4 to Transocean Ltd.s Current

Report on Form 8-K filed on December 19 2008

4.7 Form of 7.45% Notes due April 15 2027 incorporated by reference to Exhibit 4.3 to Transocean Offshore Inc.s Current

Report on Form 8-K Commission File No 001-07746 filed on April 30 1997

4.8 Form of 8.00% Debentures due April 15 2027 incorporated by reference to Exhibit 4.4 to Transocean Offshore Inc.s

Current Report on Form 8-K Commission File No 001-07746 filed on April 30 1997

4.9 Form of 6.625% Note due April 15 2011 incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on April 2001
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4.10 Form of 7.5% Note due April 15 2031 incorporated by reference to Exhibit 4.3 to Transocean Sedco Forex Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on April 2001

4.11 Officers Certificate establishing the terms of the 6.50% Notes due 2003 6.75% Notes due 2005 6.95% Notes due 2008

7.375% Notes due 2018 9.125% Notes due 2003 and 9.50% Notes due 2008 incorporated by reference to Exhibit 4.13 to

Transocean Sedco Forex Inc.s Annual Report on Form 10-K Commission File No 333-75899 for the fiscal year ended

December 31 2001

4.12 Officers Certificate establishing the terms of the 7.375% Notes due 2018 incorporated by reference to Exhibit 4.14 to

Transocean Sedco Forex Inc.s Annual Report on Form 10-K Commission File No 333-75899 for the fiscal year ended

December 31 2001

4.13 Warrant Agreement including form of Warrant dated April 22 1999 between RB Falcon Corporation and American Stock

Transfer Trust Company incorporated by reference to Exhibit 4.1 to RB Falcons Registration Statement

No 333-81181 on Form S-3 dated June 21 1999

4.14 Supplement to Warrant Agreement dated January 31 2001 among Transocean Sedco Forex Inc RB Falcon Corporation

and American Stock Transfer Trust Company incorporated by reference to Exhibit 4.28 to Transocean Sedco Forex Inc.s

Annual Report on Form 10-K Commission File No 333-75899 for the year ended December31 2000

4.15 Supplement to Warrant Agreement dated September 14 2005 between Transocean Inc and The Bank of New York

incorporated by reference to Exhibit 4.3 to Transocean Inc.s Post-Effective Amendment No on Form S-3 to Form S-4

filed on November 18 2005

4.16 Amendment to Warrant Agreement dated November 27 2007 between Transocean Inc and The Bank of New York

incorporated by reference to Exhibit 4.2 to Transocean Inc.s Current Report on Form 8-K filed on December 2007

4.17 Supplement to Warrant Agreement dated as of December 18 2008 by and among Transocean Ltd Transocean Inc and

The Bank of New York incorporated by reference to Exhibit 4.1 to Transocean Ltd.s Current Report on Form 8-K filed on

December 19 2008

4.18 Registration Rights Agreement dated April 22 1999 between RB Falcon and American Stock Transfer Trust Company

incorporated by reference to Exhibit 4.2 to RB Falcons Registration Statement No 333-81181 on Form S-3 dated

June 21 1999

4.19 Supplement to Registration Rights Agreement dated January 31 2001 between Transocean Sedco Forex Inc and

RB Falcon Corporation incorporated by reference to Exhibit 4.30 to Transocean Sedco Forex Inc.s Annual Report on

Form 10-K Commission File No 333-75899 for the year ended December 31 2000

4.20 Supplement to Warrant Registration Rights Agreement dated as of December 18 2008 by Transocean Ltd and

Transocean Inc incorporated by reference to Exhibit 4.2 to Transocean Ltd.s Current Report on Form 8-K filed on

December 19 2008

4.21 Five-Year Revolving Credit Agreement dated November 27 2007 among Transocean Inc as borrower the lenders from

time to time parties thereto JPMorgan Chase Bank NA as administrative agent for the lenders and as issuing bank of

letters of credit Citibank N.A as syndication agent for the lenders and as an issuing bank of letters of credit Calyon

Corporate and Investment Bank as co-syndication agent and Credit Suisse Cayman Islands Branch and The Bank of

Tokyo-Mitsubishi UFJ Ltd as co-documentation agents for the lenders incorporated by reference to Exhibit 4.1 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2007

4.22 Agreement for First Amendment of Five-Year Revolving Credit Agreement dated as of November 25 2008 among
Transocean Inc as borrower the lenders parties thereto and JPMorgan Chase Bank N.A as administrative agent for the

lenders incorporated by reference to Exhibit 4.2 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on November 26 2008

4.23 Guaranty Agreement dated as of December 19 2008 among Transocean Ltd Transocean Inc and JPMorgan Chase

Bank N.A as administrative agent under the Five-Year Revolving Credit Agreement incorporated by reference to

Exhibit 4.9 to Transocean Ltd.s Current Report on Form 8-K filed on December 19 2008

4.24 Indenture dated as of February 2003 between GlobalSantaFe Corporation and Wilmington Trust Company as trustee

relating to debt securities of GlobalSantaFe Corporation incorporated by reference to Exhibit 4.9 to GlobalSantaFe

Corporations Annual Report on Form 10-K Commission File No 001-14634 for the year ended December31 2002

4.25 Supplemental Indenture dated November 27 2007 among Transocean Worldwide Inc GlobalSantaFe Corporation and

Wilmington Trust Company as trustee to the Indenture dated as of February 2003 between GlobalSantaFe Corporation

and Wilmington Trust Company incorporated by reference to Exhibit 4.4 to Transocean Inc.s Current Report on Form 8-K

Commission File No 333-75899 flIed on December 2007

4.26 Form of 7% Note Due 2028 incorporated by reference to Exhibit 4.2 of Global Marine Inc.s Current Report on Form 8-K

Commission File No 1-5471 filed on May 22 1998

4.27 Terms of 7% Note Due 2028 incorporated by reference to Exhibit 4.1 of Global Marine Inc.s Current Report on Form 8-K

Commission File No 1-5471 filed on May 22 1998
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4.28 Indenture dated as of September 1997 between Global Marine Inc and Wilmington Trust Company as Trustee relating

to Debt Securities of Global Marine Inc incorporated by reference to Exhibit 4.1 of Global Marine Inc.s Registration

Statement on Form S-4 No 333-39033 filed with the Commission on October 30 1997 First Supplemental Indenture

dated as of June 23 2000 incorporated by reference to Exhibit 4.2 of Global Marine Inc.s Quarterly Report on Form 10-0

Commission File No 1-5471 for the quarter ended June 30 2000 Second Supplemental Indenture dated as of

November 20 2001 incorporated by reference to Exhibit 4.2 to GlobalSantaFe Corporations Annual Report on Form 10-K

Commission File No 001-1 4634 for the year ended December31 2004

4.29 Form of 5% Note due 2013 incorporated by reference to Exhibit 4.10 to GlobalSantaFe Corporations Annual Report on

Form 10-K Commission File No 001-14634 for the year
ended December31 2002

4.30 Terms of 5% Note due 2013 incorporated by reference to Exhibit 4.11 to GlobalSantaFe Corporations Annual Report on

Form 10-K Commission File No 001-14634 for the year
ended December31 2002

4.31 364-Day Revolving Credit Agreement dated December 2007 among Transocean Inc and the lenders from time to time

parties thereto JPMorgan Chase Bank N.A as administrative agent for the lenders Citibank N.A as syndication agent

for the lenders Calyon New York Branch as co-syndication agent and Credit Suisse Cayman Islands Branch and The

Bank of Tokyo-Mitsubishi UFJ Ltd as co-documentation agents for the lenders incorporated by reference to Exhibit 4.1 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2007

4.32 364-Day Revolving Credit Agreement dated as of November 25 2008 among Transocean Inc the lenders parties thereto

JPMorgan Chase Bank N.A as administrative agent for the lenders Citibank N.A and Calyon New York Branch as co

syndication agents for the lenders and Wells Fargo Bank N.A as documentation agent for the lenders incorporated by

reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on

November26 2008

4.33 Guaranty Agreement dated as of December 19 2008 among Transocean Ltd Transocean Inc and JPMorgan Chase

Bank N.A as administrative agent under the 364-Day Revolving Credit Agreement incorporated by reference to

Exhibit 4.8 to Transocean Ltd.s Current Report on Form 8-K Commission File No 333-75899 filed on December 19 2008

4.34 Senior Indenture dated as of December 11 2007 between Transocean Inc and Wells Fargo Bank National Association

incorporated by reference to Exhibit 4.36 to Transocean Inc.s Annual Report on Form 10-K Commission File

No 333-75899 for the year ended December 31 2007

4.35 First Supplemental Indenture dated as of December 11 2007 between Transocean Inc and Wells Fargo Bank National

Association incorporated by reference to Exhibit 4.37 to Transocean Inc.s Annual Report on Form 10-K Commission File

No 333-75899 for the year ended December 31 2007

4.36 Second Supplemental Indenture dated as of December 11 2007 between Transocean Inc and Wells Fargo Bank

National Association incorporated by reference to Exhibit 4.38 to Transocean Inc.s Annual Report on Form 10-K

Commission File No 333-75899 for the year
ended December 31 2007

4.37 Third Supplemental Indenture dated as of December 18 2008 among Transocean Ltd Transocean Inc and Wells Fargo

Bank National Association as trustee incorporated by reference to Exhibit 4.3 to Transocean Ltd.s Current Report on

Form 8-K Commission File No 333-75899 filed on December 19 2008

4.38 Term Credit Agreement dated as of March 13 2008 among Transocean Inc the lenders parties thereto and Citibank N.A

as Administrative Agent Calyon New York Branch and JP Morgan Chase Bank N.A as Co-Syndication Agents The Bank

of Tokyo-Mitsubishi UFJ Ltd and Fortis Bank SNNV New York Branch as Co-Documentation Agents and Citigroup

Global Markets Inc Calyon New York Branch and J.P Morgan Securities Inc as Joint Lead Arrangers and Bookrunners

incorporated by reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on March 18 2008

4.39 Agreement for First Amendment of Term Credit Agreement dated as of November 25 2008 among Transocean Inc the

lenders parties thereto and Citibank N.A as administrative agent for the lenders incorporated by reference to Exhibit 4.3

to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on November 26 2008

4.40 Guaranty Agreement dated as of December 19 2008 among Transocean Ltd Transocean Inc and Citibank N.A as

administrative agent under the Term Credit Agreement incorporated by reference to Exhibit 4.10 to Transocean Ltd.s

Current Report on Form 8-K Commission File No 333-75899 filed on December 19 2008

10.1 Tax Sharing Agreement between Sonat Inc and Sonat Offshore Drilling
Inc dated June 1993 incorporated by reference

to Exhibit 10-3 to Sonat Offshore Drilling
Inc.s Form 10-0 Commission File No 001-07746 for the quarter ended

June30 1993

10.2 Amended and Restated Employee Stock Purchase Plan of Transocean Inc incorporated by reference to Exhibit 10.1 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on May 16 2005

10.3 Long-Term Incentive Plan of Transocean Ltd as amended and restated as of February 12 2009 incorporated by

reference to Exhibit 10.5 to Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year

ended December 31 2008
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10.4 Deferred Compensation Plan of Transocean Offshore Inc as amended and restated effective January 2000

incorporated by reference to Exhibit 10.10 to Transocean Sedco Forex Inc.s Annual Report on Form 10-K Commission
File No 333-75899 for the year ended December31 1999

10.5 GlobalSantaFe Corporation Key Employee Deferred Compensation Plan effective January 2001 and Amendment to

GlobalSantaFe Corporation Key Employee Deferred Compensation Plan effective November 20 2001 incorporated by
reference to Exhibit 10.33 to the GlobalSantaFe Corporation Annual Report on Form 10-K for the year ended December 31
2004

10.6 Amendment to Transocean Inc Deferred Compensation Plan incorporate by reference to Exhibit 10.1 to Transocean Inc.s

Current Report on Form 8-K Commission File No 333-75899 filed on December 29 2005

10.7 Sedco Forex Employees Option Plan of Transocean Sedco Forex Inc effective December 31 1999 incorporated by
reference to Exhibit 4.5 to Transocean Sedco Forex Inc.s Registration Statement on Form S-8 Registration

No 333-94569 filed January 12 2000

10.8 1997 Long-Term Incentive Plan of Reading Bates Corporation incorporated by reference to Exhibit 99.A to Reading
Bates Proxy Statement Commission File No 001-05587 dated March 28 1997

10.9 1998 Employee Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.A to

RB Falcon Corporations Proxy Statement Commission File No 001-13729 dated April 23 1998

10.10 1998 Director Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.B to

RB Falcon Corporations Proxy Statement Commission File No 001-13729 dated April 23 1998

10.11 1999 Employee Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.A to

RB Falcon Corporations Proxy Statement Commission File No 001-13729 dated April 13 1999

10.12 1999 Director Long-Term Incentive Plan of RB Falcon Corporation incorporated by reference to Exhibit 99.B to

RB Falcon Corporations Proxy Statement Commission File No 001-13729 dated April 13 1999

10.13 Master Separation Agreement dated February 2004 by and among Transocean Inc Transocean Holdings Inc and

TODCO incorporated by reference to Exhibit 99.2 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on March 2004

10.14 Tax Sharing Agreement dated February 2004 between Transocean Holdings Inc and TODCO incorporated by reference

to Exhibit 99.3 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 flIed on March 2004

10.15 Amended and Restated Tax Sharing Agreement effective as of February 2004 between Transocean Holdings Inc and

TODCO incorporated by reference to Exhibit 4.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 flIed on November 30 2006

10.16 Form of 2004 Performance-Based Nonqualified Share Option Award Letter incorporated by reference to Exhibit 10.2 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on February 15 2005

10.17 Form of 2004 Director Deferred Unit Award incorporated by reference to Exhibit 10.5 to Transocean Inc.s Current Report
on Form 8-K Commission File No 333-75899 flIed on February 15 2005

10.18 Form of 2008 Director Deferred Unit Award incorporated by reference to Exhibit 10.20 to Transocean Ltd.s Annual Report
on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.19 Form of 2009 Director Deferred Unit Award

10.20 Performance Award and Cash Bonus Plan of Transocean Ltd incorporated by reference to Exhibit 10.21 to

Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.21 Description of Base Salaries of Named Executive Officers

10.22 Executive Change of Control Severance Benefit incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current

Report on Form 8-K Commission File No 333-75899 filed on July 19 2005

10.23 Terms of July 2007 Employee Restricted Stock Awards incorporated by reference to Exhibit 10.2 to Transocean Inc.s

Form 10-Q Commission File No 333-75899 for the quarter ended June 30 2007

10.24 Terms of July 2007 Employee Deferred Unit Awards incorporated by reference to Exhibit 10.3 to Transocean Inc.s

Form 10-Q Commission File No 333-75899 for the quarter ended June 30 2007

10.25 Terms and Conditions of the July 2008 Employee Contingent Deferred Unit Award incorporated by reference to

Exhibit 10.2 to Transocean Inc.s Form 10-Q Commission File No 333-75899 for the quarter ended June 30 2008

10.26 Terms and Conditions of the July 2008 Nonqualified Share Option Award incorporated by reference to Exhibit 10.2 to

Transocean Inc.s Form 10-Q Commission File No 333-75899 for the quarter ended June 30 2008

10.27 Terms and Conditions of the February 2009 Employee Deferred Unit Award incorporated by reference to Exhibit 10.28 to

Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.28 Terms and Conditions of the February 2009 Employee Contingent Deferred Unit Award incorporated by reference to

Exhibit 10.29 to Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year ended
December 31 2008
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10.29 Terms and Conditions of the February 2009 Nonqualified Share Option Award incorporated by reference to Exhibit 10.30 to

Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year ended December 31 2008

10.30 Put Option and Registration Rights Agreement dated as of October 18 2007 among Pacific Drilling Limited Transocean

Pacific Drilling Inc Transocean Inc and Transocean Offshore International Ventures Limited incorporated by reference to

Exhibit 10.1 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on October 24 2007

10.31 Form of Novation Agreement dated as of November 27 2007 by and among GlobalSantaFe Corporation Transocean

Offshore Deepwater Drilling
Inc and certain executives incorporated by reference to Exhibit 10.1 to Transocean Inc.s

Current Report on Form 8-K Commission File No 333-75899 flIed on December 2007

10.32 Form of Severance Agreement with GlobalSantaFe Corporation Executive Officers incorporated by reference to

Exhibit 10.1 to GlobalSantaFe Corporations Current Report on Form 8-K/A Commission File No 001-14634 filed on

July 26 2005

10.33 Transocean Special Transition Severance Plan for Shore-Based Employees incorporated by reference to Exhibit 10.3 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2007

10.34 Global Marine Inc 1990 Non-Employee Director Stock Option Plan incorporated by reference to Exhibit 10.18 of Global

Marine Inc.s Annual Report on Form 10-K Commission File No.1-5471 for the year
ended December 31 1991 First

Amendment incorporated by reference to Exhibit 10.1 of Global Marine Inc.s Quarterly Report on Form 10-0 Commission

File No 1-5471 for the quarter ended June 30 1995 Second Amendment incorporated by reference to Exhibit 10.37 of

Global Marine Inc.s Annual Report on Form 10-K Commission File No 1-547 for the year ended December31 1996

10.35 1997 Long-Term Incentive Plan incorporated by reference to GlobalSantaFe Corporations Registration Statement on

Form S-8 No 333-7070 filed June 13 1997 Amendment to 1997 Long Term Incentive Plan incorporated by reference to

GlobalSantaFe Corporations Annual Report on Form 20-F Commission File No 001-14634 for the calendar year ended

December31 1998 Amendment to 1997 Long Term Incentive Plan dated December 1999 incorporated by reference to

GlobalSantaFe Corporations Annual Report on Form 20-F Commission File No 001-14634 for the calendar year ended

December 31 1999

10.36 GlobalSantaFe Corporation 1998 Stock Option and Incentive Plan incorporated by reference to Exhibit 10.1 of Global

Marine Inc.s Quarterly Report on Form 10-Q Commission File No 1-5471 for the quarter ended March 31 1998 First

Amendment incorporated by reference to Exhibit 10.2 of Global Marine Inc.s Quarterly Report on Form 10-Q Commission

File No 1-5471 for the quarter ended June 30 2000

10.37 GlobalSantaFe Corporation 2001 Non-Employee Director Stock Option and Incentive Plan incorporated by reference to

GlobalSantaFe Corporations Registration Statement on Form S-8 No 333-73878 flIed November21 2001

10.38 GlobalSantaFe Corporation 2001 Long-Term Incentive Plan incorporated by reference to Exhibit 10.1 to GlobalSantaFe

Corporations Quarterly Report on Form 10-0 Commission File No 001-14634 for the quarter ended June 30 2001

10.39 GlobalSantaFe 2003 Long-Term Incentive Plan as Amended and Restated Effective June 2005 incorporated by

reference to Exhibit 10.4 to GlobalSantaFe Corporations Quarterly Report on Form 10-Q Commission File No 001-14634

for the quarter ended June 30 2005

10.40 Transocean Ltd Pension Equalization Plan as amended and restated effective January 2009 incorporated by reference

to Exhibit 10.41 to Transocean Ltd.s Annual Report on Form 10-K Commission File No 000-53533 for the year ended

December 31 2008

10.41 Transocean U.S Supplemental Retirement Benefit Plan as amended and restated effective as of November 27 2007

incorporated by reference to Exhibit 10.11 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on December 2007

1042 GlobalSantaFe Corporation Supplemental Executive Retirement Plan incorporated by reference to Exhibit 10.1 to the

GlobalSantaFe Corporation Quarterly Report on Form 10-0 for the quarter ended September 30 2002

10.43 Transocean U.S Supplemental Savings Plan incorporated by reference to Exhibit 10.44 to Transocean Ltd.s Annual

Report on Form 10-K Commission File No 000-53533 for the year
ended December 31 2008

10.44 Commercial Paper Dealer Agreement between Transocean Inc and Lehman Brothers Inc dated as of December 20 2007

incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 flIed on December 21 2007

10.45 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Barclays Capital Inc dated as

of December 2008 including form of Accession Agreement incorporated by reference to Exhibit 10.1 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2008

10.46 Commercial Paper Dealer Agreement between Transoceari Inc and Morgan Stanley Co Incorporated dated as of

December 20 2007 incorporated by reference to Exhibit 10.2 to Transocean Inc.s Current Report on Form 8-K

Commission File No 333-75899 filed on December 21 2007

10.47 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Morgan Stanley Co

Incorporated dated as of December 2008 including form of Accession Agreement incorporated by reference to

Exhibit 10.3 to Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2008
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10.48 Commercial Paper Dealer Agreement between Transocean Inc and J.P Morgan Securities Inc dated as of December 20
2007 incorporated by reference to Exhibit 10.3 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on December 21 2007

10.49 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and J.P Morgan Securities Inc
dated as of December 2008 including form of Accession Agreement incorporated by reference to Exhibit 10.2 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2008
10.50 Amended and Restated Commercial Paper Dealer Agreement between Transocean Inc and Goldman Sachs Co dated

as of December 2008
including form of Accession Agreement incorporated by reference to Exhibit 10.4 to

Transocean Inc.s Current Report on Form 8-K Commission File No 333-75899 filed on December 2008
10.51 Guarantee dated as of December 19 2008 of Transocean Ltd pursuant to the Issuing and Paying Agent Agreement

dated as of December 20 2007 incorporated by reference to Exhibit 10.5 to Transocean Ltds Current Report on Form 8-K
filed on December 19 2008

10.52 Form of Indemnification Agreement entered into between Transocean Ltd and each of its Directors and Executive Officers

incorporated by reference to Exhibit 10.1 to Transocean Inc.s Current Report on Form 8-K Commission File

No 333-75899 filed on October 10 2008

10.53 Form of Assignment Memorandum for Executive Officers incorporated by reference to Exhibit 10.5 to Transocean Ltds
Current Report on Form 8-K filed on December 19 2008

10.54 Consulting Arrangement with Gregory Cauthen incorporated by reference to Exhibit 10.1 to the Companys Current

Report on Form 8-K filed on May 21 2009

21 Subsidiaries of Transocean Ltd

23.1 Consent of Ernst Young LLP

24 Powers of Attorney

31.1 CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 CFO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 CFO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.iNs XBRL Instance Document

101.scH XBRL Taxonomy Extension Schema

101.cAL XBRL Taxonomy Extension Calculation Linkbase

101.DE XBRL Taxonomy Extension Definition Linkbase

101.LAB XBRL Taxonomy Extension Label Linkbase

101.PRE XBRL Taxonomy Extension Presentation Linkbase

Filed with our Annual Report on Form 10-K

Compensatory plan or arrangement

Exhibits listed above as previously having been filed with the SEC are incorporated herein by reference pursuant to Rule 12b-32
under the Securities Exchange Act of 1934 and made part hereof with the same effect as if filed herewith

Certain instruments relating to our long-term debt and our subsidiaries have not been filed as exhibits since the total amount of

securities authorized under any such instrument does not exceed 10 percent of our total assets and our subsidiaries on consolidated

basis We agree to furnish
copy of each such instrument to the SEC upon request

Certain agreements filed as exhibits to this Report may contain representations and warranties by the parties to such

agreements These representations and warranties have been made solely for the benefit of the parties to such agreements and may
be intended not as statements of fact but rather as way of

allocating the risk to one of the parties if those statements prove to be
inaccurate may have been qualified by certain disclosures that were made to other parties in connection with the negotiation of such
agreements which disclosures are not reflected in such agreements and may apply standards of materiality in way that is different

from what may be viewed as material to investors
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SIGNATURES

Pursuant to the requirements
of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized on February 24 2010

TRANSOCEAN LTD

By Is Ricardo Rosa

Ricardo Rosa

Senior Vice President and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons

on behalf of the registrant in the capacities indicated on February 24 2010

Signature

Robert Rose

Title

Chairman of the Board of Directors

Is Robert Long

Robert Long

Chief Executive Officer

Principal Executive Officer

Is Ricardo Rosa

Ricardo Rosa

Senior Vice President and Chief Financial Officer

Principal Financial Officer

Is John Briscoe

John Briscoe

Richard Anderson

Thomas Cason

Vice President and Controller

Principal Accounting Officer

Director

Director

Director

Director

Director

Director

Richard George

Victor Grijalva

Martin McNamara

Edward Muller
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Signature

Robert Sprague

Ian Strachan

John Whitmire

Is Philippe Huber

Philippe Huber

Title

Director

Director

Michael Talbert

Director

Director

Secretary and Associate General Counsel
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For the years ended December 31 2009 and 2008



Ernst Young Ltd

Bleicherweg 21

CH-8002 Zurich

Phone 41582863111

Fax 41582863465

www.ey.com/ch

To the General Meeting of

Transocean Ltd Zug

Zurich February 24 2010

Report of the statutory auditor on the financial statements

As statutory auditor we have audited the financial statements of Transocean Ltd which comprise the statement of operations balance

sheet and notes pages SR-2 to SR-21 for the year ended December 31 2009

Board of Directors responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the requirements of Swiss law

and the companys articles of incorporation This responsibility includes designing implementing and maintaining an internal control

system relevant to the preparation of financial statements that are free from material misstatement whether due to fraud or error The

Board of Directors is further responsible for selecting and applying appropriate accounting policies and making accounting estimates

that are reasonable in the circumstances

Auditors responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted our audit in accordance

with Swiss law and Swiss Auditing Standards Those standards require that we plan and perform the audit to obtain reasonable

assurance whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements The

procedures selected depend on the auditors judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor considers the internal control system relevant

to the entitys preparation of the financial statements in order to design audit procedures that are appropriate in the circumstances but

not for the purpose of expressing an opinion on the effectiveness of the entitys internal control system An audit also includes

evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates made as well as

evaluating the overall presentation of the financial statements We believe that the audit evidence we have obtained is sufficient and

appropriate to provide basis for our audit opinion

Opinion

In our opinion the financial statements for the year
ended December 31 2009 comply with Swiss law and the companys articles of

incorporation

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Over-sight Act AOA and independence article

728 Code of Obligations CO and article 11 AOA and that there are no circumstances incompatible with our independence

In accordance with article 728a paragraph item CO and Swiss Auditing Standard 890 we confirm that an internal control system

exists which has been designed for the preparation of financial statements according to the instructions of the Board of Directors

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the companys articles of

incorporation We recommend that the financial statements submitted to you be approved

Ernst Young Ltd

/s/ Robin Errico Is Rico Fehr

Robin Errico Rico Fehr

Licensed audit expert Licensed audit expert

Auditor in charge
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TRANSOCEAN LTD

STATEMENT OF OPERATIONS

in CHF thousands

Income

Dividend income

Interest income

Total income

Year ended

December 31

2009

65144

1110

66254

August 18 Inception

to December 31

2008

90

90

General and administrative expenses

Depreciation

Financial
expenses

Total expenses

Net income

See accompanying notes

27796

68

1722

29586

36668

45

45

45
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TRANSOCEAN LTD

BALANCE SHEET

in CHF thousands

December 31 December 31

2009 2008

Assets

Cash 5422 100

Receivables from affiliates 2870

Trade and other current assets 1089

Total current assets 9381 100

Property and equipment 1275

Less accumulated depreciation 65

Property and equipment net 1210

Investment in affiliates 16476198 16476198

Long-term note receivable from affiliates 30725

Other non-current assets 77

Total assets 16517591 16476298

Liabilities and shareholders equity

Accounts payable to affiliates 3275

Trade and other current liabilities 1395 45

Total current liabilifies 4670 45

Share capital 5028529 5028529

Legal reserve 7947579 11447579

Free reserve 3500000

Reserve for treasury shares ioo 100

Earnings brought forward 45

Net Income of the period 36668 45

Retained earnings 36713 45

Total shareholders equity 16512921 16476253

Total liabilities and shareholders equity 16517591 16476298

See accompanying notes

SR-3



TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS

Note 1General

Transocean Ltd Transocean the Company we us or our is the parent company of Transocean Inc and Transocean Management

Ltd whose consolidated financial statements include 100 percent of the assets liabilities revenues expenses income and cash flows of

both Transocean Inc and Transocean Management Ltd in which the Company has controlling interests as if the Company and its group

companies were single company The statutory financial statements are of overriding importance for the purpose of the economic and

financial assessment of the Company The unconsolidated statutory financial statements of the Company are prepared in accordance with

Swiss law

In December 2008 Transocean Ltd completed transaction pursuant to an Agreement and Plan of Merger among Transocean Ltd

Transocean Inc which was our former parent holding company and Transocean Cayman Ltd company organized under the laws of the

Cayman Islands that was wholly-owned subsidiary of Transocean Ltd pursuant to which Transocean Inc merged by way of schemes of

arrangement under Cayman Islands law with Transocean Cayman Ltd with Transocean Inc as the surviving company the

Redomestication Transaction In the Redomestication Transaction Transocean Ltd issued one of its shares in exchange for each

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

Transocean Ltd.s obligations to deliver shares in connection with awards granted under our incentive plans warrants or other rights to

acquire shares of Transocean Ltd As result of the Redomestication Transaction Transocean Inc became direct wholly-owned

subsidiary of Transocean Ltd

The consolidated statutory financial statements of Transocean Ltd are prepared in compliance with Swiss law for the first time in 2009 Due

to the short period of time 12 days between Transocean Ltd becoming the parent company of Transocean Inc and its subsidiaries and the

December 31 2008 end of the business year no accounts for Swiss statutory consolidated purposes have been prepared for Transocean

Ltd and its subsidiaries as of December 31 2008 and no Swiss statutory audit opinion has been issued on the consolidated accounts as of

December 31 2008 However the consolidated accounts of Transocean Ltd and its subsidiaries prepared in accordance with accounting

principles generally accepted in the United States and as presented in Transocean Ltds annual report on Form 10-K for the year ended

December31 2008 filed with the United States Securities and Exchange Commission the Form 10-K are in substance and materially the

same as the consolidated accounts that would have been prepared for Transocean Ltd and its subsidiaries for Swiss statutory consolidated

purposes The audit of the financial statements of Transocean Ltd and its subsidiaries included in the annual report on Form 10-K was

performed in accordance with the standards of the Public Company Accounting Oversight Board United States As such this audit was not

less comprehensive than that which would be required for an audit performed in accordance with Swiss law and Swiss Auditing Standards

Note 2Summary of Significant Accounting Policies

Exchange rate differences

The Company keeps its accounting records in U.S Dollars USD and translates them into Swiss Francs CHF for statutory reporting

purposes Assets and liabilities denominated in foreign currencies are translated into CHF using the year-end rates of exchange except

investments in affiliates and the Companys equity other than current-year transactions which are translated at historical rates Income

statement transactions are translated into Swiss francs at the average rate of the year Exchange differences arising from business

transactions are recorded in the income statement except for net unrealized gains which are deferred and recorded in other current

liabilities

Current assets and liabilities

Current assets and liabilities are recorded at cost less adjustments for impairment of value

Financial assets

Financial assets are recorded at acquisition cost less adjustments for impairment of value

Cash

Cash consists of cash in the bank

Property and equipment

Property and equipment consists primarily of office equipment and is recorded at historical cost net of accumulated depreciation We

generally provide for depreciation under the straight-line method The estimated original useful life of our office equipment is four years
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Note 3Investment in Affiliates

Principal indirect investments in affiliates include

Global Marine Inc Leasing/Operating United States 100%

GSF Leasing Services GmbH Leasing CH Zug 100%

Sedco Forex International Inc Leasing/Operating Panama 100%

Transocean Financing GmbH Financing OH Zug 100%

Transocean Offshore Deepwater Drilling
Inc Leasing/Operating United States 100%

Transocean Offshore Holdings Ltd Holding Cayman Islands 100%

Transocean Offshore International Ventures Ltd Leasing/Operating Cayman Islands 100%

Transocean Worldwide Inc Holding Cayman Islands 100%

Triton Asset Leasing GmbH Leasing OH Zug 100%

Triton Hungary Investments Kft Holding Hungary 100%

Triton Nautilus Asset Leasing GmbH Leasing OH Zug 100%

in CHF thousands Capital

Ownership par value Investment

Company name Purpose Domicile interest local currency 2009 2008

Transocean Inc Holding Cayman Islands 100% USD 0.01 16476108 16476108

Management and

Transocean Management Ltd administration OH Geneva 90% USO 100.00 90 90

Ownership

Company name Purpose Domicile interest

SR-5



TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Note 4Shareholders Equity

in CHF thousands except share data Reserve for Total

Ordinary shares Legal treasury Free Available shareholders

Shares Amount reserve shares reserve earnings equity

Balance at August 18 2008 Inception 10000000 100 100

9993334

319228632 5028429 11447.579 100 16476.108

16000000

Change in par value

Sndr iU.S LU TidiIUuvdIl lift.

shareholdres in Redomestication

Shrc cci i1 tn Trncnrn inn fnr

share-based compensation

Net Income

Balance at December 31 2008

Tranfer to free reserve

Net income

Balance at December31 2009

45 45

335235298 5028529 11447579 100 45 16476.253

3500000 3500000

36668 36668

335235298 5028529 7947579 100 3500000 36713 16512921

The 16 million shares issued to Transocean Inc will be used to satisfy obligations of Transocean Ltd to deliver shares

under share-based compensation incentive plans warrants or other rights to acquire shares of Transocean Ltd These

shares are held by Transocean Inc solely for transfer to Transocean Ltd and do not carry any value in treasury share

reserve as they were issued by Transocean Ltd in the Redomestication Transaction for no value See Note

Treasury Shares

The reserve for treasury shares represents the cost of treasury shares held by Transocean Inc on behalf of Transocean

Ltd which were originally issued to Transocean Inc for CHF 100000 at formation of the Company and were transferred

to the Company as part of the Redomestication Transaction

Transocean Ltd has 167617649 authorized and 167617649 conditional shares Transocean Ltd.s articles of association provide for

authorized capital and conditional capital that allows the Board of Directors to authorize the issuance of additional registered shares up to

maximum amount of 50% of the share capital registered in the commercial register without obtaining additional shareholder approval The

authorized shares may be issued for the acquisition of an enterprise for the purpose of broadening the shareholder constituency of the

Company for the participation of members of the Board of Directors or executive management and for other strategic or financial purposes

The conditional shares may be issued

Through the exercise of conversion exchange option warrant or similar rights for the subscription of shares granted in

connection with bonds options warrants or other securities newly or already issued in national or international capital

markets or new or already existing contractual obligations convertible into or exercisable or exchangeable for

Transocean Ltd registered shares or shares of one of its subsidiaries or

In connection with the issuance of registered shares options or other share-based awards to directors

employees contractors consultants or other persons providing services to Transocean Ltd or one of its subsidiaries

In connection with the issuance of bonds notes warrants or other financial instruments or contractual obligations convertible into or

exercisable or exchangeable for Transocean Ltd registered shares the board of directors is authorized to withdraw or limit the advance

subscription rights of shareholders in certain circumstances
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Note 5Treasury Shares

TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Total treasury registered shares at August 18 2008 Inception

Transferred during the year under share-based compensation plans

Balance at December 31 2008

Transferred during the year under share-based compensation plans

Balance at December 31 2009

15973185 4.76%

1954177

14019008 4.18%

The Company transferred 1954177 and 33481 treasury shares in 2009 and 2008 respectively to satisfy obligations under share-based

compensation plans from the treasury shares issued to Transocean Inc as part of the Redomestication Transaction in connection with

obligations under share-based compensation plans The proceeds of the treasury share transfers in connection with exercises of options

amounted to CHF 20357939 and CHF 591772 for 2009 and 2008 respectively Transfers under restricted share awards schemes were at

book value

Note 6Significant Shareholders

Listed below are the only persons who to the knowledge of the Company may be deemed to be beneficial owners as of December 31

2009 and 2008 of more than 5% of Companys shares

As of December 31 2009

Marsico Capital Management LLC

1200 17th Street Suite 1600

Denver Colorado 80202

The percentage indicated is based on the 335235298 issued and outstanding shares as of December 31 2009

The number of shares indicated is based on statement on Schedule 13G/A filed with the SEC on February 12 2010

According to the
filing

Marsico Capital Management LLC has sole voting power over 16960519 shares and sole

dispositive power over 20960136 shares and shared voting or dispositive power over no shares

16006666 4.77%

33481

20960136 6.25%
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

As of December 31 2008

Shares Percent of class

Name and address of beneficial owner beneficially owned

Marsico Capital Management LLC 20848294 6.22%

1200 17th Street Suite 1600

Denver Colorado 80202
______________________

The percentage indicated is based on the 335235298 issued and outstanding shares as of December 31 2008

The number of shares indicated is based on statement on Schedule 13G filed with the SEC on February 13 2009

According to the filing Marsico Capital Management LLC has sole voting power over 17163.182 shares and sole

dispositive power over 20848294 shares and shared voting or dispositive power over no shares

At December 31 2009 Transocean held through its affiliate Transocean Inc 14019088 and 15973185 treasury shares representing

4.18% and 4.76% of the share capital at December31 2009 and 2008 respectively as outlined in Note 5Treasury Shares

Note 7Board of Directors Compensation

Directors who are employees of the Company do not receive compensation for Board service At present all of the directors except Mr

Long are non-employees and receive compensation

We use combination of cash and equity incentive compensation to attract and retain qualified candidates to serve on our Board The

Corporate Governance Committee of the Board annually reviews the compensation paid to our directors and considers the significant

amount of time directors expend in fulfilling their duties to the Company as well as the skill level we require of members of the Board

Non-employee director compensation is listed in the table below

in CH 2009 2008

Annual retainer 93420 97480

Additional annual retainer for Committee Chairmen

Audit Committee 36330 27078

Executive Compensation Committee 20760 21662

Corporate Governance Finance and Benefits Committees 10380 10831

Board meeting attendance fee attended in person 2595 2708

Board meeting attendance fee attended by telephone 2595 2166

Committee meeting attendance fee attended in
person 2595 2708

Committee meeting attendance fee attended by telephone 2595 2166

Grant of deferred units 288132 281609

Non-employee director compensation is paid in USD and did not change from 2008 to 2009 except for the Audit

Committee Chairman which was increased The fees fluctuation from 2008 in the table above is due to the difference in

exchange rate used for the presentation of the Swiss statutory financial statements

The board meeting attendance fee is paid for those meetings that were attended in excess of the four regularly

scheduled board meetings

The committee meeting attendance fee is only paid for those meetings that were attended in excess of four regularly

scheduled committee meetings
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Mr Rose serves the Company as its non-executive Chairman of the Board in which capacity he receives CHF 344616 annual retainer in

lieu of the annual retainer the other non-employee directors receive Mr Rose also receives the same meeting fees and the CHF 288132

grant of deferred units to non-employee directors described above

In addition we pay or reimburse our directors travel and incidental expenses incurred for attending Board committee and shareholder

meetings and for other Company business-related purposes

At our Board meeting held immediately after the 2009 annual general meeting of our shareholders the Board granted 3565 deferred units

to each non-employee director equal in aggregate value equal to CHF 288132 based upon the average price of the high and low sales

prices of our shares for the 10 trading days immediately prior to the date of our Board meeting calculated at CHF 80.82 per share The

terms of the deferred units included vesting in equal installments over three years on the first second and third anniversaries of the date of

grant and requirement that each director hold the vested deferred units or the shares attributable to such units until they leave the Board

The following table summarizes the compensation of our non-employee directors for 2009

Annual

Total Fees earned Annual deferred

compensation or paid in deferred units units in

Name Function cash shares

CHF CHF CHF

Robert Rose Chairman of the Board 625058 360462 264596 3565

Richard Anderson Member of the Board 404112 139516 264596 3565

Member of the Board and Chairman

Thomas Cason of the Audit Committee 442113 177517 264596 3565

Richard George Member of the Board 362312 97716 264596 3565

Victor Grijalva
Member of the Board 402484 137888 264596 3565

Member of the Board and Chairman of

Martin McNamara the Corporate Governance Committee 378055 113459 264596 3565

Edward MuIIerf Member of the Board 367197 102601 264596 3565

Robert Sprague ft Member of the Board 367197 102601 264596 3565

Member of the Board and Chairman

Ian Strachan of the Finance/Benefits Committee 410627 146031 264596 3565

Michael Talbert Member of the Board 362312 97716 264596 3565

Member of the Board and Chairman of

John Whitmire ft
the Executive Compensation Committee 389455 124859 264596 3565

Total 4510922 1600366 2910556 39215

Compensation for the period of Board membership from January 2009 to December 31 2009

Fees earned are paid in cash from January 2009 to December 31 2009

Deferred units are based on the fair value granted during the year

Members of the Finance/Benefits Committee

Members of the Audit Committee

Members of Executive Compensation Committee

Members of Corporate Governance Committee
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

The following table summarizes the compensation of our non-employee directors for 2008

Annual

Total Fees earned Annual deferred

compensation or paid in deferred units units in

Name Function cash shares

CHF CHF CHF

Robert Rose Chairman of the Board 655.368 359593 295775 1701

Richard Anderson Member of the Board 418167 122392 295.775 1.701

Member 01 the Boact ad Charmar

Thomas Cason te of the Audit Committee 444.161 148.386 295775 701

Richard George Member of the Board 395421 99646 295775 1701

Victor Grijalva Member of the Board 414.917 119142 295.775 1701

Jon Marshall Member of the Board 360762 64987 295775 1.701

Member of the Board and Chairman of

Martin McNamara the Corporate Governance Committee 404086 108311 295775 1701

Edward Muller Member of the Board 395421 99646 295775 1701

Kristian Siem Member of the Board 406252 110477 295775 1701

Robert Sprague Member of the Board 395421 99646 295775 1701

Member of the Board and Chairman

Ian Strachan of the Finance/Benefits Committee 414917 119142 295775 1701

Michael Talbert Member of the Board 395421 99646 295775 1701

Member of the Board and Chairman of

John Whitmire the Executive Compensation Committee 417083 121308 295775 1701

Total 5517397 1672322 3845075 22113

Compensation for the period of Board membership from January 2008 to December 31 2008

Fees earned are paid in cash from January 2008 to December 31 2008

Deferred units are based on the fair value granted during the year

Members of the Finance/Benefits Committee

Members of the Audit Committee

Messrs Marshall and Siem resigned from the board effective December 18 2008

Members of Executive Compensation Committee

Members of Corporate Governance Committee
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Note 8Executive Management Compensation

The total compensation of the executive and senior officers of the Company is summarized in the table below

Total salary and

other non share Total share-

based based Total

Name Function Year compensation compensation compensation

CHF CHF CHF

Robert Long Chief Executive Officer and member of 2009 5103508 10564947 15668455

Board of Directors 2008 4505603 7436002 11941605

Steven Newman President 2009 2222181 3822878 6045059

2008 1678841 3636638 5315479

Arnaud Bobillier Executive Vice President Assets 2009 1721640 2085149 3806789

2008 1827589 2109377 3936966

Eric Brown Senior Vice President and General Counsel 2009 1830279 2085149 3915428

2008 1395558 2349375 3744933

Christopher Ness Sr Senior Vice President North and South 2009 673890 1216339 1890229

America Business Unit 2008 991880 1200864 2192744

Cheryl Richard Senior Vice President Human Resources 2009 943232 1668168 2611400

and IT 2008 1186129 1465125 2651254

Ricardo Rosa Senior Vice President and Chief Financial 2009 1949063 1668168 3617231

Officer since September 12009 2008 1246353 1479834 2726187

Ihab Toma Senior Vice President Marketing and 2009 359606 559529 919135

Planning since August 17 2009 2008

David Tonnel Senior Vice President Europe and Africa 2009 594309 841383 1435692

Business Unit since September 2009 2008

John Briscoe Vice President and Controller 2009 465115 695058 1160173

2008 569980 903534 1473514

Robert Saltiel Former Executive Vice President and Chief 2009 892258 892258

Operating Officer until December 14 2009 2008 1035832 2078260 3114092

Gregory Cauthen Former Senior Vice President and Chief 2009 1356752 309682 1666434

Financial Officer until August31 2009 2008 1402912 2712274 4115186

Deepak Munganahalli Former Senior Vice President Asia and 2009 956357 1668168 2624525

Australia Business Unit until October 31 2008 875869 1232202 2108071

2009

Jon Marshall Former President and Chief Operating 2009

Officer until April 30 2008 2008 19970855 19970855

Jean Cahuzac Former Executive Vice President Assets 2009

until March 25 2008 2008 1565116 1565116

David Mullen Former Senior Vice President Marketing 2009

and Planning until
April

2008 2008 764219 764219

2009 19068190 27184618 46252808

2008 39016736 26603485 65620221
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

The following tables show the gross payments i.e compensation before deduction of employee social insurance and pension contributions

that were made to or on behalf of the executive and senior officers of the Company in 2009 and 2008 but excluding share-based

compensation which is shown in separate tables below The bonus and the tax equalization payments to the executive officers are

presented on cash basis

For the year 2009

Employers

Swiss tax social

Additional on global Employers security

compensation earnings pension payments

Name Base salary Bonus and benefts contributions Total

CHF CHF CHF CHF CHF CHF CHF

Robert Long 1302876 997364 383884 436011 1916051 67322 5103508

Steven Newman 651438 380481 538550 210790 401761 39161 2222181

Arnaud Bobillier 471979 246510 620728 131251 123721 127451 1721640

Eric Brown 488579 227684 437374 307511 338637 30494 1830279

Christopher Ness Sr 380006 208144 35990 21831 27919 673890

Cheryl Richard 374577 182550 18149 342310 25646 943232

Ricardo Rosa 428787 160849 886875 57177 136783 278592 1949063

IhabToma 165830 116448 14903 27661 34764 359606

David Tonnel 288337 88883 86884 73317 56888 594309

John Briscoe 266004 88883 24604 61026 24598 465115

RobertJ Saltiel 417658 231697 32459 170777 39667 892258

Gregory Cauthen 387244 300958 388517 241347 38686 1356752

DeepakMunganahalli 360391 115960 442753 25588 11665 956357

Total 5983706 3229963 4013215 1157643 3880810 802853 19068190

Additional compensation includes tax reimbursements relocation pay housing allowance car allowance vacation payoff

cost of living allowance other company reimbursed expenses and benefits provided to expatriate employees

Mr.Cauthens additional compensation includes consulting fees amounting to CHF 193622 as per consulting agreement

between Transocean Ltd and Mr Cauthen incurred after his voluntary termination of employment on August 31 2009

Employers social security payments include costs of health benefits such as medical and dental insurance and

unemployment and social taxes
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

For the year 2008

Employórs

Additional Employers Costs of social

compensation pension health security

Name Base salary Bonus contributions benefits payments Total

CHF CHF CHF CHF CHF CHF CHF

Robert Long 1138394 2337354 62389 868909 10582 87975 4505603

Steven Newman 589844 796820 53911 154535 13528 70203 1678841

Arnaud Bobillier 420600 489730 39203 113199 470332 294525 1827589

Eric Brown 452198 582292 113600 202722 14462 30284 1395558

Christopher Ness Sr 409838 342096 85654 48826 10299 95167 991880

Cheryl Richard 347272 389920 46956 351459 6538 43984 1186129

Ricardo Rosa 367186 398201 207124 126577 81120 66145 1246353

John Briscoe 253629 242704 15713 29833 12232 15869 569980

RobertJ Saltiel 411582 457835 28008 74345 12369 51693 1035832

Gregory Cauthen 506129 667677 34122 151596 12441 30947 1402912

Deepak Munganahalli 283064 149837 416972 9945 9506 6545 875869

Jon Marshall 306881 1841287 10053013 6723742 6714 1039218 19970855

Jean Cahuzac 140144 1117745 48359 220683 3022 35163 1565116

DavidJ Mullen 116826 472133 65071 88842 2618 18729 764219

Total 5743587 10285631 11270095 9165213 665763 1886447 39016736

Mr Marshalls additional compensation includes the excise tax gross up vacation payoff salary continuation from May to

December and lump sum severance

Additional compensation includes tax reimbursements relocation pay car allowance vacation payoff and utilities other

company reimbursed expenses and benefits provided to expatriate employees The amounts are not significant to be

presented separately
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Share-based compensation granted to the executive and senior officers of the Company during 2009 and 2008 is summarized in the tables

below The vesting dates of the respective awards principally granted under the long-term incentive plan LTIP are listed in the footnotes

to the tables The numbers of shares awarded under the LTIP and their valuation assume 100% vesting although less than 100% may

actually vest

As of December 31 2009

Contingent Fair value 2009 Total fair value of

deferred units in contingent Option shares Fair value 2009 share based awards

Name shares 2009 deferred units 2009c options granted in 2009

CHF CHF CHF

Robert Long 75029 6189424 154763 4.375523 10564947

Steven Newman 27149 2239623 56000 1583255 3822878

Arnaud Bobillier 14808 1221568 30545 863581 2085149

Eric Brown 14808 1221568 30545 863581 2085149

Christopher Ness Sr 8638 712581 17818 503758 1216339

Cheryl Richard 11847 977304 24436 690864 1668168

Ricardo Rosa 11847 977304 24436 690864 1668168

Ihab Toma 4233 333249 7277 226280 559529

David Tonnel 6030 495628 11893 345755 841383

John Briscoe 4936 407189 10182 287869 695058

Robert Saltiel

Gregory Cauthen 3754 309682 309682

Deepak Munganahalli 11847 977304 24436 690864 1668168

Total 194926 16062424 392331 11122194 27184618

The number of contingent deferred units granted to the executives under the LTIP on February 12 August 17 and

September 2009 The February 12 2009 contingent deferred units award is based upon the achievement of the

performance standard over the three-year period ending on December 31 2011 The actual number of deferred units

received will be determined in the first sixty days of 2012 and it is contingent on our performance in Total Shareholder

Return relative to sub-group of our peer group The above table reflects target number of shares to be received and

actual shares will be determined based on performance thresholds The August 17 and September 2009 contingent

deferred units were granted to Mr Toma and Mr Tonnel respectively see and for further details

The fair value was calculated using share price on date of grant for restricted shares or deferred units and option pricing

models for option grants

The number of options granted to the executives under the LTIP on February 12 August 17 and September 2009

The options vest in one-third increments over three-year period on the anniversary of the date of grant The August 17

and September 2009 options were granted to Mr Toma and Mr Tonnel respectively see and for further

details

The contingent deferred unit award and options were granted to Mr Toma at time of employment with Transocean on

August 17 2009

1587 contingent deferred units and 2729 options were granted to Mr Tonnel due to his promotion on September

2009 The fair value of the September 2009 contingent deferred units and options were CHF 129108 and CHF

86666 respectively
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TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

14808 shares were granted to Mr Saltiel in 2009 He left the company voluntarily prior to vesting of any shares and the

shares were forfeited at the time of termination of employment

19745 shares were granted to Mr Cauthen on February 12 2009 15991 shares were forfeited according to the terms

of the award document

As of December 31 2008

Total fair valui

2008 of share-

Restricted Fair value- contingent Fair value 2008 Fair value based awards

shares 2008 2008 restricted deferred units contingent 2008 option 2008 options granted in

Name shares in sharesc deferred units shares 2008

CHF CHF CHF CHF

Robert Long 25288 3683639 70244 3752363 7436002

Steven Newman 5139 701384 9982 1454052 27728 1481202 3636638

Arnaud Bobillier 3985 543883 5324 775534 14788 789960 2109377

Eric Brown 4310 588240 5989 872403 16637 888732 2349375

Christopher Ness Sr 1271 173470 3494 508962 9705 518432 1200864

Cheryl Richard 3315 452440 3444 511006 9566 501679 1465125

Ricardo Rosa 3315 452440 3494 508962 9705 518432 1479834

John Briscoe 1243 169648 2496 363586 6932 370300 903534

Robert Saltiel 3757 512766 5324 775534 14788 789960 2078260

Gregory Cauthen 4531 618403 7121 1037298 19779 1056573 2712274

Deepak Munganahalli 2499 351588 2995 436275 8318 444339 1232202

Jon Marshall

Total 33365 4564262 74951 10927251 208190 11111972 26603485

The number of time-vested restricted shares granted to the executives under the LTIP on February 12 and March 24

2008 Mr Newman Mr Brown Ms Richard and Mr Cauthen received deferred units on February 12 2008 as special

retention award which will vest in one-third increments over three-year period on the anniversary of the date of grant

6078 shares were granted to Mr Cahuzac and 4033 shares were granted to Mr Mullen They both left the company

voluntarily prior to vesting of any shares and the shares were forfeited at the time of termination of employment On

March 24 2008 Mr Munganahalli received deferred units as special retention award which vested on August 12

2009

The fair value was calculated using share price on date of grant for restricted shares or deferred units and option pricing

models for option grants

On July 2008 contingent deferred unit awards were granted and are based upon
the achievement of the performance

standard over the three-year period ending on December 31 2010 The actual number of deferred urnts received will be

determined in the first sixty days of 2011 and is contingent on our performance in Total Shareholder Return relative to

sub-group of our peer group Above table reflects target number of shares to be received and actual shares will be

determined based on performance thresholds

The number of options granted to the executives under the LTIP The options vest in one-third increments over three

year period on the anniversary of the date of grant

Mr Marshall did not receive any award as an employee of the Company He received shares as director which is

reported in the director section of this report
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Note 9Share Ownership Board of Directors and Executive Management

As of December 31 2009 and 2008 the members of the Board of Directors held the following numbers of shares

Total shares beneficially owneda

Name 2009 2008

Robert Long 278013 259237

Robert Rose 24214 23647

Richard Anderson 8842 8275

Thomas Cason 39462 38894

Richard George 20222 19655

Victor Grijalva 49364 65747

Martin McNamara 44467 58026

Edward Muller 23878 23310

Robert Sprague 6749 6182

Ian Strachan 21819 21252

Michael Talbert 7535 6842

John Whitmire 29862 27868

Total 554427 558935

Beneficially owned shares include privately held shares vested deferred units vested restricted stock units vested

options SARs U.S retirement savings plan shares and shares subject to deferred compensation plan
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TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

As of December 31 2009 and 2008 the executives and senior officers of the Company held the following number of shares and the

conditional rights to receive shares under the LTIP plan

As of December 31 2009

Number of granted Number of granted Number of granted

Total number of shares vesting in shares vesting in shares vesting in

Name shares held 2010 2011 2012 Total

Robert Long 151.108 38487 75029 264624

Steven Newman 23133 16732 28862 68727

Arnaud Bobillier 22746 6714 14808 44268

Eric Brown 11671 10436 16245 38352

Christopher Ness Sr 3900 3494 8638 16032

Cheryl Richard 2955 4549 12952 20456

Ricardo Rosa 12041 4884 11847 28772

Ihab Toma 1411 1411 1411 4233

David Tonnel 3418 2679 4972 529 11598

John Briscoe 2947 3191 4936 11074

RobertJ Saltiel 12498 12498

Gregory Cauthen 10274 6300 3754 20328

DeepakMunganahalli 2952 3484 11847 18283

Total 259643 102361 195301 1940 559245

Shares held include privately held shares U.S retirement savings plan shares and employee stock purchase plan

shares

These totals include 68960 191046 and 1940 contingent deferred units vesting in 2010 2011 and 2012 respectively

The contingent deferred units award is based upon the achievement of the performance standard over the three-year

period The actual number of deferred units received will be determined in the first sixty days of the third year
and it is

contingent on our performance in Total Shareholder Return relative to sub-group of our peer group Above table

reflects target number of shares to be received and actual shares will be determined based on performance thresholds

The contingent deferred unit award was granted to Mr Toma at time of employment with Transocean on August 17

2009

1587 contingent deferred units were granted to Mr Tonnel due to his promotion on September 2009
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

As of December 31 2008

Number of granted Number of granted Number of granted

Total number of shares vesting in shares vesting in shares vesting in

Name shares held 2009 2010b 2011 Total

RobertL.Long 129349 13.198 38.487 181.034

Steven Newman 15.373 6749 16732 1713 40567

Arnaud Bobillier 15982 5374 6714 28070

Eric Brown 2722 4446 10436 1437 19041

Christopher Ness Sr 2966 1271 3.494 7731

Cheryl Richard 308 1105 4549 1105 7067

Ricardo Rosa 6654 4704 4884 16242

John Briscoe 656 1938 3191 5785

Robert Saltiel 8371 5378 6.945 20694

Gregory Cauthen 2462 4520 11641 1511 20134

Deepak Munganahalli 488 2988 3484 6960

Total 185331 51671 110557 5766 353325

Shares held include privately held shares U.S retirement savings plan shares and employee stock purchase plan

shares

These totals include 74951 contingent deferred units vesting in 2010 No contingent shares vested in 2009 or will vest in

2011 The contingent deferred unit award is based upon the achievement of the performance standard over the three

year period ending on December 31 2010 The actual number of deferred units received will be determined in the first

sixty days of 2011 and is contingent on our performance in Total Shareholder Return relative to sub-group of our peer

group Above table reflects target number of shares to be received and actual shares will be determined based on

performance thresholds
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TRANSOCEAN LTD
NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Furthermore as of December 31 2009 and 2008 the following executive and senior officers of the Company held the following vested and

unvested stock options

As of December 31 2009

Number of granted

option shares Number of granted Number of granted Number of granted

vested and option shares option shares option shares

Name oustanding vesting in 2010 vesting in 2011 vesting in 2012 Total

Robert Long 126.905 75.002 75003 51588 328498

Steven Newman 43738 27909 27910 18667 118224

Arnaud Bobillier 4929 15110 15112 10182 45333

Eric Brown 5545 15727 15728 10182 47182

Christopher Ness Sr 3235 9174 9174 5940 27523

Cheryl Richard 3188 11334 11334 8146 34002

Ricardo Rosa 3235 11380 11380 8146 34141

Ihab Toma 2425 2426 2426 7277

David Tonnel 1133 5097 5099 3965 15294

John Briscoe 2310 5705 5705 3394 17114

Robert Saltiel 4929 4929

Gregory Cauthen 6593 6593

Deepak Munganahalli 2772 10918 10918 8146 32754

Total 208512 189781 189789 130782 71886

The stock options were granted to Mr Toma at time of employment with Transocean on August 17 2009 The options

vest in one-third increments over three-year period on the anniversary of the date of grant

2729 options were granted to Mr Tonnel due to his promotion on September 2009 The options vest in one-third

increments over three-year period on the anniversary of the date of grant
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NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

As of December 31 2008

Number of granted

option shares Number of granted Number of granted Number of granted

vested and option shares option shares option shares

Name oustanding vesting in 2009 vesting in 2010 vesting in 2011 Total

Robert Long 103491 23414 23415 23415 173735

Steven Newman 34496 9242 9243 9243 62.224

Arnaud Bobillier 4.929 4929 4930 14788

Eric
Brown 5545 5546 5546 16637

ThrifnnKr cr 92 22R 22 70
..-.... ...--.- ..._.__%__

Cheryl Richard 3188 3189 3.189 9566

Ricardo Rosa 3235 3235 3235 9705

JohnH.Briscoe 2.310 2311 2311 6932

Robert Saltiel 4929 4929 4930 14788

Gregory Cauthen 6593 6593 6593 19779

Deepak Munganahalli 2772 2773 2773 8318

Total 137987 69392 69398 69400 346177

Note 10Credits and Loans Granted to Governing Bodies

In 2009 there were no credits or loans granted to active or former members of the Companys Board of Directors or to members of the

Executive Committees or to any related persons and at December 31 2009 there are no such credits or loans outstanding

Note 11Risk Assessment Disclosure

Transocean Ltd as the ultimate parent company of Transocean Inc and Transocean Management Ltd is
fully integrated into the

Company-wide internal risk assessment process

The Company-wide internal risk assessment process consists of regular reporting to the Board of Directors of Transocean Ltd on identified

risks and managements reaction to them The procedures and actions to identify the risks and where appropriate remediate are

performed by specific corporate functions eg Treasury Legal Internal Audit Engineering and Operations as well as by the business units

of the Company

These functions and business units have the responsibility to support and monitor the Company-wide procedures and processes to ensure

their effective operation

Note 12Guarantees and Commitments

Transocean Inc our wholly-owned subsidiary is the issuer of certain debt securities that we have guaranteed The guaranteed debt

includes certain short and long-term commercial paper notes revolving credit facilities debentures and convertible note obligations totaling

CHF 9.6 billion and CHF 14.0 billion as of December 31 2009 and 2008 respectively We have no independent assets or operations our

only other subsidiaries are minor and our guarantee of Transocean Inc debt securities is full and unconditional There are no significant

restrictions on our ability to obtain funds from our consolidated subsidiaries or entities accounted for under the equity method by dividends

loans or return of capital distributions
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TRANSOCEAN LTD

NOTES TO STATUTORY FINANCIAL STATEMENTS Continued

Note 13Related Party Transactions

We issued 16 million of our shares treasury shares to Transocean Inc 14 million of which remain available as of December31 2009 for

our future use to satisfy our obligation to deliver shares in connection with awards granted under our incentive plans warrants or other right

to acquire our shares

In 2009 we received cash dividends amounting to CHF 65 million from our 100 percent-owned subsidiary Transocean Inc

On March 27 2009 Transocean Ltd entered into credit agreement for CHF 56 million revolving credit facility
with Transocean

Management Ltd the borrower At December 31 2009 CHF 31 million was outstanding The variable interest rate linked to the London

Interbank Offered Rate LIBOR was 4.5 percent on December 31 2009

Transocean Ltd subsidiaries perform certain general and administrative services on our behalf including executive administration

procurement and payables treasury and cash management personnel and payroll accounting and other administrative functions These

expenses are included in costs and expenses from subsidiaries in the statement of operations and totaled CHF 15 million of which CHF 9.3

million related to personnel expenses for the year ended December 31 2009

In December 2008 Transocean Inc transferred its 90 percent ownership interest of CHF 90000 in Transocean Management Ltd to us as

dividend distribution

Note 14Subsequent Events

Share repurchase programIn May 2009 at our annual general meeting our shareholders approved and authorized our board of

directors at its discretion to repurchase an amount of our shares for cancellation with an aggregate purchase price of up to 3.5 billion Swiss

francs which is equivalent to approximately U.S $3.2 billion at an exchange rate as of the close of trading on February 19 2010 of

U.S $1.00 to 1.08 Swiss francs On February 12 2010 our board of directors authorized our management to implement the share

repurchase program as approved by our shareholders at our annual general meeting in May 2009

Distribution recommendationOn February 16 2010 we announced that our board of directors has decided to recommend that

shareholders at our May 2010 annual general meeting approve distribution in the form of par value reduction denominated in Swiss

francs for an amount equivalent to approximately U.S $1.0 billion or approximately U.S $3.11 per share based on the then current number

of issued shares in four installments
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Proposed Appropriation of Available Earnings

CNF thousands December 31 December 31

2009 2008

Balance brought forward from previous years 45

Net
profit

of the year 36668 45

Total available earnings 36713 45

Baance tc be carried forNard this accort 36713 45

Proposed Legal Reserve Transfer

in Cl-IF thousands December 31 December 31

2009 2008

Balance brought forward from previous year 7947579

Shares issued to Transocean Inc shareholders in Redomestication 11447579

Transfer to free reserves 3500000

Balance to be carried forward on this account 7947579 7947579

At the Annual General Meeting in May 2009 the shareholders approved the release of CHF 3.5 billion of the legal reserves to other

reserves to create the freely available reserve necessary for the CHF 3.5 billion share repurchase program for the purpose of the

cancellation of shares that our board of directors has also recommended to our shareholders the Currently Approved Program
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