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FORWARD-LOOKING STATEMENTS
  

Statements contained in this report that are not historical facts are forward-looking statements within the meaning of Section 27A of
the  Securities  Act  of  1933,  as  amended (the  "Securities  Act"),  and Section  21E of  the  Securities  Exchange Act  of  1934,  as  amended (the
"Exchange  Act").   Forward-looking  statements  include  words  or  phrases  such  as  "anticipate,"  "believe,"  "estimate,"  "expect,"  "intend,"
"plan,"  "project,"  "could,"  "may,"  "might,"  "should,"  "will"  and  similar  words  and  specifically  include  statements  regarding  expected
financial performance; the proposed transaction with Rowan Companies plc ("Rowan"); dividends; expected utilization, day rates, revenues,
operating expenses,  contract  terms,  contract  backlog,  capital  expenditures,  insurance,  financing and funding;  expected work commitments,
awards  and  contracts;  the  timing  of  availability,  delivery,  mobilization,  contract  commencement  or  relocation  or  other  movement  of  rigs;
future  rig  construction  (including  construction  in  progress  and  completion  thereof),  enhancement,  upgrade  or  repair  and  timing  and  cost
thereof;  the suitability  of  rigs  for  future  contracts;  the offshore drilling market,  including supply and demand,  customer drilling programs,
stacking of rigs, effects of new rigs on the market and effects of declines in commodity prices; expected divestitures of assets; general market,
business and industry conditions, trends and outlook; future operations; the impact of increasing regulatory complexity; our program to high-
grade the rig fleet by investing in new equipment and divesting selected assets and underutilized rigs; expense management; and the likely
outcome of litigation, legal proceedings, investigations or insurance or other claims or contract disputes and the timing thereof.

Such statements are subject to numerous risks, uncertainties and assumptions that may cause actual results to vary materially from
those indicated, including:

• our ability to complete the combination with Rowan;

• failure, difficulties and delays in meeting conditions required for closing set forth in the Rowan transaction agreement;

• our ability to obtain requisite regulatory, court and shareholder approval and satisfy the other conditions to the consummation of the
transaction with Rowan;

• the  potential  impact  of  the  announcement  or  implementation  of  the  transaction  with  Rowan  on  relationships,  including  with
employees, suppliers, customers, competitors, lenders and credit rating agencies;

• our ability to successfully integrate Rowan's operations and employees and to realize synergies and cost savings;

• our  ability  to  successfully  integrate  the  business,  operations  and employees  of  Atwood Oceanics,  Inc.  ("Atwood")  and to  realize
synergies and cost savings in connection with our acquisition of Atwood;

• changes in future levels of drilling activity and capital expenditures by our customers, whether as a result of global capital markets
and liquidity, prices of oil and natural gas or otherwise, which may cause us to idle or stack additional rigs;

• changes in worldwide rig supply and demand, competition or technology, including as a result of delivery of newbuild drilling rigs;

• downtime and other risks associated with offshore rig operations, including rig or equipment failure, damage and other unplanned
repairs, the limited availability of transport vessels, hazards, self-imposed drilling limitations and other delays due to severe storms
and hurricanes and the limited availability or high cost of insurance coverage for certain offshore perils, such as hurricanes in the
Gulf of Mexico or associated removal of wreckage or debris;

• governmental action, terrorism, piracy, military action and political and economic uncertainties, including uncertainty or instability
resulting  from civil  unrest,  political  demonstrations,  mass  strikes,  or  an  escalation  or  additional  outbreak  of  armed  hostilities  or
other crises in oil or natural gas producing areas of the Middle East, North Africa, West Africa or other geographic areas, which
may result in expropriation, nationalization, confiscation or deprivation of our assets or suspension and/or termination of contracts
based on force majeure events;
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• risks inherent to shipyard rig construction, repair, modification or upgrades, unexpected delays in equipment delivery, engineering,
design or commissioning issues following delivery, or changes in the commencement, completion or service dates;

• possible cancellation, suspension, renegotiation or termination (with or without cause) of drilling contracts as a result of general and
industry-specific economic conditions, mechanical difficulties, performance or other reasons;

• our ability to enter into, and the terms of, future drilling contracts, including contracts for our newbuild units and acquired rigs, for
rigs currently idled and for rigs whose contracts are expiring;

• any  failure  to  execute  definitive  contracts  following  announcements  of  letters  of  intent,  letters  of  award  or  other  expected  work
commitments;

• the outcome of litigation,  legal  proceedings,  investigations or other  claims or contract  disputes,  including any inability to collect
receivables  or  resolve  significant  contractual  or  day  rate  disputes,  any  renegotiation,  nullification,  cancellation  or  breach  of
contracts  with  customers  or  other  parties  and  any  failure  to  execute  definitive  contracts  following  announcements  of  letters  of
intent;

• governmental  regulatory,  legislative  and  permitting  requirements  affecting  drilling  operations,  including  limitations  on  drilling
locations (such as the Gulf of Mexico during hurricane season);

• new and future regulatory, legislative or permitting requirements, future lease sales, changes in laws, rules and regulations that have
or may impose increased financial responsibility, additional oil spill abatement contingency plan capability requirements and other
governmental  actions  that  may  result  in  claims  of  force  majeure  or  otherwise  adversely  affect  our  existing  drilling  contracts,
operations or financial results;

• our ability to attract and retain skilled personnel on commercially reasonable terms, whether due to labor regulations, unionization
or otherwise;

• environmental or other liabilities, risks, damages or losses, whether related to storms or hurricanes (including wreckage or debris
removal), collisions, groundings, blowouts, fires, explosions, other accidents, terrorism or otherwise, for which insurance coverage
and contractual indemnities may be insufficient, unenforceable or otherwise unavailable;

• our ability to obtain financing, service our indebtedness and pursue other business opportunities may be limited by our debt levels,
debt agreement restrictions and the credit ratings assigned to our debt by independent credit rating agencies;

• the adequacy of sources of liquidity for us and our customers;

• tax  matters,  including  our  effective  tax  rates,  tax  positions,  results  of  audits,  changes  in  tax  laws,  treaties  and  regulations,  tax
assessments and liabilities for taxes;

• delays in contract commencement dates or the cancellation of drilling programs by operators;

• the occurrence of cybersecurity incidents, attacks or other breaches to our information technology systems;

• adverse  changes  in  foreign  currency  exchange  rates,  including  their  effect  on  the  fair  value  measurement  of  our  derivative
instruments; and

• potential long-lived asset impairments.

In addition to the numerous risks, uncertainties and assumptions described above, you should also carefully read and consider "Item
2. Management's Discussion and Analysis of Financial Condition and Results of Operations" in Part I and "Item 1A. Risk Factors" in Part II
of this report and "Item 1A. Risk Factors" in Part I and "Item 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations" in Part II of our annual report on Form 10-K for the year ended December 31, 2017, which is available on the U.S. Securities and
Exchange Commission website at www.sec.gov. 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 I - FINANCIAL INFORMATION

Item 1. Financial Statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
The Board of Directors and Shareholders
Ensco plc:
 
Results of Review of Interim Financial Information
We have reviewed the condensed consolidated balance sheet  of  Ensco plc and subsidiaries (the Company) as of September 30, 2018 , the
related  condensed  consolidated  statements  of  operations  and  comprehensive  loss  for  the three-month  and  nine-month periods  ended
September 30, 2018 and 2017 , the related condensed consolidated statements of cash flows for the nine-month periods ended September 30,
2018 and 2017 , and the related notes (collectively, the consolidated interim financial information). Based on our reviews, we are not aware
of  any  material  modifications  that  should  be  made  to  the  consolidated  interim  financial  information  for  it  to  be  in  conformity  with  U.S.
generally accepted accounting principles.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB),
the  consolidated  balance  sheet  of  the  Company  as  of December  31,  2017 ,  and  the  related  consolidated  statements  of  operations,
comprehensive income (loss), and cash flows for the year then ended (not presented herein); and in our report dated February 27, 2018 , we
expressed an unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in the accompanying
condensed  consolidated  balance  sheet  as  of December  31,  2017 ,  is  fairly  stated,  in  all  material  respects,  in  relation  to  the  consolidated
balance sheet from which it has been derived.

Basis for Review Results
This  consolidated  interim  financial  information  is  the  responsibility  of  the  Company’s  management.  We  are  a  public  accounting  firm
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our reviews in accordance with the standards of the PCAOB. A review of consolidated interim financial information consists
principally  of  applying  analytical  procedures  and  making  inquiries  of  persons  responsible  for  financial  and  accounting  matters.  It  is
substantially less in scope than an audit conducted in accordance with the standards of the PCAOB, the objective of which is the expression
of an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.
 
/s/ KPMG LLP
 
Houston, Texas
October 30, 2018
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)
(Unaudited)

 
Three Months Ended 

September 30,
 2018  2017
OPERATING REVENUES $ 430.9 $ 460.2
OPERATING EXPENSES  

Contract drilling (exclusive of depreciation) 327.1 285.8
Depreciation 120.6 108.2
General and administrative 25.1 30.4

 472.8 424.4
OPERATING INCOME (LOSS) (41.9) 35.8
OTHER INCOME (EXPENSE)    

Interest income 3.6 7.5
Interest expense, net (72.2) (48.1)
Other, net (9.1) .2

 (77.7) (40.4)
LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES (119.6) (4.6)
PROVISION FOR INCOME TAXES    

Current income tax expense (benefit) (5.7)  14.9
Deferred income tax expense 29.0  8.5

 23.3 23.4
LOSS FROM CONTINUING OPERATIONS (142.9) (28.0)
LOSS FROM DISCONTINUED OPERATIONS, NET — (.2)
NET LOSS (142.9) (28.2)
NET (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS (2.1) 2.8
NET LOSS ATTRIBUTABLE TO ENSCO $ (145.0) $ (25.4)
LOSS PER SHARE - BASIC AND DILUTED    

Continuing operations $ (0.33) $ (0.08)
Discontinued operations — —

 $ (0.33) $ (0.08)
    
WEIGHTED-AVERAGE SHARES OUTSTANDING    

Basic and Diluted 434.4 301.2
    
CASH DIVIDENDS PER SHARE $ 0.01  $ 0.01

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)
(Unaudited)

 
Nine Months Ended 

September 30,
 2018  2017
OPERATING REVENUES $ 1,306.4 $ 1,388.8
OPERATING EXPENSES   

Contract drilling (exclusive of depreciation) 996.6 855.2
Depreciation 356.5 325.3
General and administrative 79.1 86.9

 1,432.2 1,267.4
OPERATING INCOME (LOSS) (125.8) 121.4
OTHER INCOME (EXPENSE)    

Interest income 10.5 22.3
Interest expense, net (213.5) (167.0)
Other, net (30.2) (6.6)

 (233.2) (151.3)
LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES (359.0) (29.9)
PROVISION FOR INCOME TAXES    

Current income tax expense 21.5  32.3
Deferred income tax expense 44.9  34.5

 66.4 66.8
LOSS FROM CONTINUING OPERATIONS (425.4) (96.7)
LOSS FROM DISCONTINUED OPERATIONS, NET (8.1) (.4)
NET LOSS (433.5) (97.1)
NET (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS (2.6) .5
NET LOSS ATTRIBUTABLE TO ENSCO $ (436.1) $ (96.6)
LOSS PER SHARE - BASIC AND DILUTED    

Continuing operations $ (0.99) $ (0.32)
Discontinued operations (0.02) —

 $ (1.01) $ (0.32)
    
WEIGHTED-AVERAGE SHARES OUTSTANDING    

Basic and Diluted 434.0 300.9
    
CASH DIVIDENDS PER SHARE $ 0.03  $ 0.03

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In millions)
(Unaudited)

 
Three Months Ended 

September 30,
 2018  2017
NET LOSS $ (142.9)  $ (28.2)
OTHER COMPREHENSIVE INCOME (LOSS), NET    

Net change in derivative fair value (1.9)  1.7
Reclassification of net (gains) losses on derivative instruments from other

comprehensive income (loss) into net loss .7  (.1)
Other (.1)  .1

NET OTHER COMPREHENSIVE INCOME (LOSS) (1.3)  1.7
    
COMPREHENSIVE LOSS (144.2)  (26.5)
COMPREHENSIVE (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS (2.1)  2.8
COMPREHENSIVE LOSS ATTRIBUTABLE TO ENSCO $ (146.3)  $ (23.7)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In millions)
(Unaudited)

 
Nine Months Ended 

September 30,
 2018  2017
NET LOSS $ (433.5)  $ (97.1)
OTHER COMPREHENSIVE INCOME (LOSS), NET    

Net change in derivative fair value (6.8)  7.7
Reclassification of net (gains) losses on derivative instruments from other comprehensive

income (loss) into net loss (2.2)  1.1
Other (.4)  .8

NET OTHER COMPREHENSIVE INCOME (LOSS) (9.4)  9.6
    
COMPREHENSIVE LOSS (442.9)  (87.5)
COMPREHENSIVE (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS (2.6)  .5
COMPREHENSIVE LOSS ATTRIBUTABLE TO ENSCO $ (445.5)  $ (87.0)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions, except share and par value amounts)

 
September 30, 

2018  
December 31, 

2017
 (Unaudited)   
ASSETS
CURRENT ASSETS    
    Cash and cash equivalents $ 196.0 $ 445.4
    Short-term investments 434.0 440.0
    Accounts receivable, net 348.5 345.4
    Other current assets 404.0 381.2

Total current assets 1,382.5 1,612.0
PROPERTY AND EQUIPMENT, AT COST 15,544.4 15,332.1
    Less accumulated depreciation 2,812.8 2,458.4
       Property and equipment, net 12,731.6 12,873.7
OTHER ASSETS 104.5 140.2
 $ 14,218.6 $ 14,625.9
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES    

Accounts payable - trade $ 225.8 $ 432.6
Accrued liabilities and other 310.0 325.9

Total current liabilities 535.8 758.5
LONG-TERM DEBT 5,002.6 4,750.7
OTHER LIABILITIES 390.0 386.7
COMMITMENTS AND CONTINGENCIES
ENSCO SHAREHOLDERS' EQUITY    

Class A ordinary shares, U.S. $.10 par value, 460.7 million and 447.1 million shares issued
as of September 30, 2018 and December 31, 2017 46.1 44.7

Class B ordinary shares, £1 par value, 50,000 shares authorized and issued as of September
30, 2018 and December 31, 2017 .1 .1

Additional paid-in capital 7,216.6 7,195.0
Retained earnings 1,082.5 1,532.7
Accumulated other comprehensive income 19.2 28.6
Treasury shares, at cost, 23.6 million and 11.1 million shares as of September 30, 2018 and

December 31, 2017 (72.1) (69.0)
Total Ensco shareholders' equity 8,292.4 8,732.1

NONCONTROLLING INTERESTS (2.2) (2.1)
Total equity 8,290.2 8,730.0

 $ 14,218.6 $ 14,625.9

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)

 
Nine Months Ended 

September 30,
 2018  2017
OPERATING ACTIVITIES    

Net loss $ (433.5) $ (97.1)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities of

continuing operations:    
Depreciation expense 356.5 325.3
Deferred income tax expense 44.9  34.5
Share-based compensation expense 31.7  31.3
Amortization, net (30.7)  (56.2)
Loss on debt extinguishment 19.0  2.6
Loss from discontinued operations, net 8.1  .4
Gain on bargain purchase (1.8)  —
Other (5.3) (18.6)
Changes in operating assets and liabilities (71.1) (2.6)

Net cash provided by (used in) operating activities of continuing operations (82.2) 219.6
INVESTING ACTIVITIES    

Maturities of short-term investments 675.0 1,412.7
Purchases of short-term investments (669.0) (1,040.0)
Additions to property and equipment (378.7) (474.1)
Other 10.0 2.6

Net cash used in investing activities of continuing operations (362.7) (98.8)
FINANCING ACTIVITIES    

Proceeds from issuance of senior notes 1,000.0  —
Reduction of long-term borrowings (771.2)  (537.0)
Debt issuance costs (17.0)  (5.5)
Cash dividends paid (13.4) (9.4)
Other (4.7) (4.5)

Net cash provided by (used in) financing activities 193.7 (556.4)
Net cash provided by (used in) discontinued operations 2.5 (.4)
Effect of exchange rate changes on cash and cash equivalents (.7) .7
DECREASE IN CASH AND CASH EQUIVALENTS (249.4) (435.3)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 445.4 1,159.7
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 196.0 $ 724.4

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ENSCO PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1 - Unaudited Condensed Consolidated Financial Statements
 

We prepared the accompanying condensed consolidated financial statements of Ensco plc and subsidiaries (the "Company," "Ensco,"
"our," "we" or "us") in accordance with accounting principles generally accepted in the United States of America ("GAAP"), pursuant to the
rules and regulations of the Securities and Exchange Commission (the "SEC") included in the instructions to Form 10-Q and Article 10 of
Regulation  S-X.  The  financial  information  included  in  this  report  is  unaudited  but,  in  our  opinion,  includes  all  adjustments  (consisting  of
normal recurring adjustments) that are necessary for a fair presentation of our financial position, results of operations and cash flows for the
interim  periods  presented.  The December  31,  2017 condensed  consolidated  balance  sheet  data  were  derived  from  our 2017 audited
consolidated  financial  statements,  but  do  not  include  all  disclosures  required  by  GAAP.  The  preparation  of  our  condensed  consolidated
financial  statements  requires  us  to  make  certain  estimates,  judgments  and  assumptions  that  affect  the  reported  amounts  of  assets  and
liabilities, the related revenues and expenses and disclosures of gain and loss contingencies as of the date of the financial statements. Actual
results could differ from those estimates.
 

The  financial  data  for  the three-month  and  nine-month periods  ended September  30,  2018 and 2017 included  herein  have  been
subjected to a limited review by KPMG LLP, our independent registered public accounting firm. The accompanying independent registered
public  accounting  firm's  review report  is  not  a  report  within  the  meaning  of  Sections  7  and 11 of  the  Securities  Act,  and the  independent
registered public accounting firm's liability under Section 11 does not extend to it.
 

Results  of  operations  for  the three-month  and  nine-month periods ended September  30,  2018 are  not  necessarily  indicative  of  the
results of operations that will be realized for the year ending December 31, 2018 .  We recommend these condensed consolidated financial
statements  be  read  in  conjunction  with  our  annual  report  on  Form  10-K  for  the  year  ended December  31,  2017 ,  filed  with  the  SEC  on
February 27, 2018 , and our quarterly reports on Form 10-Q filed with the SEC on April 26, 2018 and July 26, 2018 .

Proposed Rowan Transaction

On October 7, 2018, Ensco plc and Rowan Companies plc ("Rowan") entered into an agreement that provides for the combination of
the two companies (the "Transaction Agreement"). Ensco has agreed to acquire the entire issued and to be issued share capital of Rowan in an
all-stock transaction (the "Transaction") by way of a scheme of arrangement to be undertaken by Rowan under Part 26 of the UK Companies
Act 2006.

Subject to the terms and conditions of the Transaction Agreement, each Class A ordinary share of Rowan will be converted into the
right  to  receive  2.215  Class  A  ordinary  shares  of  Ensco  plc.  We  estimate  the  total  consideration  to  be  delivered  in  the  Transaction  to  be
approximately  $2.3 billion , consisting of approximately  283 million of our shares based on the closing price of $8.11 on October 22, 2018 .
The value of the Transaction consideration will fluctuate until the closing date based on changes in the price of our shares and the number of
shares of Rowan common stock outstanding.

The  completion  of  the  Transaction  is  subject  to  various  closing  conditions,  including,  among  others,  (i)  the  receipt  of  certain
approvals  from the  Rowan  and  Ensco  shareholders,  including  approval  of  the  allotment  and  issuance  of  the  Transaction  consideration  by
Ensco's  shareholders,  (ii)  the  sanction  of  the  Transaction  by  the  High  Court  of  Justice  of  England  and  Wales,  (iii)  the  receipt  of  certain
required regulatory approvals or elapse of certain review periods with respect thereto, including those in the United States, United Kingdom
and Kingdom of Saudi Arabia, (iv) the absence of legal restraints prohibiting or restraining the Transaction and (v) the absence of any law or
order  reasonably expected to  result  in  the dissolution of  the Saudi  Aramco Offshore Drilling Company,  Rowan’s  joint  venture with Saudi
Aramco (the “ARO JV”), or the sale, disposition, forfeiture or nationalization of Rowan’s interest in the
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ARO JV. The Transaction is expected to close during the first half of 2019, subject to satisfaction of all conditions to closing.

New Accounting Pronouncements

In  August  2018,  the  FASB  issued  Update  2018-15, Intangibles—Goodwill  and  Other—Internal-Use  Software  (Subtopic  350-40):
Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That is a Service Contract ("Update 2018-
15"), which aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the
requirements  for  capitalizing  implementation  costs  incurred  to  develop  or  obtain  internal-use  software  (and  hosting  arrangements  that
included an internal-use software license).  This update is effective for fiscal years beginning after December 15, 2020 and interim periods
within  those  fiscal  years,  with  early  adoption  permitted.  We  are  currently  evaluating  the  effect  that  Update  2018-15  will  have  on  our
consolidated financial statements and related disclosures.

In February 2018,  the Financial  Accounting Standards Board (the "FASB") issued Update 2018-02, Income Statement -  Reporting
Comprehensive  Income  (Topic  220):  Reclassification  of  Certain  Tax  Effects  From  Accumulated  Other  Comprehensive  Income ("Update
2018-02"), which allows for a reclassification from accumulated other comprehensive income (AOCI) to retained earnings for stranded tax
effects  resulting from the Tax Cuts and Jobs Act.  This  update is  effective for  fiscal  years  beginning after  December 15,  2018 and interim
periods  within  those  fiscal  years,  with  early  adoption  permitted.  We  adopted  Update  2018-02  effective  January  1,  2018.  As  a  result,  we
reclassified a total of $800,000 in tax effects from AOCI to opening retained earnings.

In August 2017, the FASB issued Update 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for
Hedging Activities ("Update 2017-12"), which will make more hedging strategies eligible for hedge accounting. It also amends presentation
and  disclosure  requirements  and  changes  how  companies  assess  effectiveness.  This  update  is  effective  for  annual  and  interim  periods
beginning after December 15, 2018, with early adoption permitted. We are currently evaluating the effect that Update 2017-12 will have on
our consolidated financial statements and related disclosures.

During 2016, the FASB issued Update 2016-02, Leases (Topic 842) ("Update 2016-02"), which requires an entity to recognize lease
assets  and  lease  liabilities  on  the  balance  sheet  and  to  disclose  key  qualitative  and  quantitative  information  about  the  entity's  leasing
arrangements.  This  update  is  effective  for  annual  and  interim  periods  beginning  after  December  15,  2018,  with  early  adoption  permitted.
During our evaluation of Update 2016-02, we concluded that our drilling contracts contain a lease component. In July 2018, the FASB issued
Accounting Standard Update 2018-11, Leases (Topic 842), Target Improvements , which (1) provides for a new transition method whereby
entities  may  elect  to  adopt  the  Update  using  a  prospective  with  cumulative  catch-up  approach  and  (2)  provides  lessors  with  a  practical
expedient, by class of underlying asset,  to not separate lease and non-lease components when the non-lease component is the predominant
element of the combined component. The lessor practical expedient is limited to circumstances in which the non-lease component otherwise
would  be  accounted  for  under  Topic  606  (discussed  below).  We  are  currently  evaluating  the  effect  these  Updates  will  have  on  our
consolidated  financial  statements  and  related  disclosures.  With  respect  to  leases  whereby  we  are  the  lessee,  we  expect  to  recognize  upon
adoption on January 1, 2019 lease liabilities and offsetting "right of use" assets ranging from approximately $55 million to $75 million .
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During 2014, the FASB issued Update 2014-09, Revenue from Contracts  with Customers (Topic 606) ("Update 2014-09"), which
requires  entities  to  recognize  the  amount  of  revenue  to  which  it  expects  to  be  entitled  for  the  transfer  of  promised  goods  or  services  to
customers.  Update  2014-09  is  effective  for  annual  and  interim  periods  for  fiscal  years  beginning  after  December  15,  2017.  We  adopted
Update 2014-09 effective January 1, 2018, using the modified retrospective approach. Only customer contracts that were not completed as of
the  effective  adoption  date  were  evaluated  under  the  transition  guidance  to  determine  if  a  cumulative  catch-up  adjustment  to  retained
earnings was warranted. Revenues recognized in prior years for customer contracts that expired prior to the effective adoption date continue
to be reported under the previous revenue recognition guidance.  Our adoption of Update 2014-09 did not result  in a cumulative effect  on
retained earnings and no adjustments were made to prior periods. While Update 2014-09 requires additional disclosure regarding revenues
recognized from customer contracts, our adoption did not have a material impact on the recognition of current or prior period revenues as
compared to previous guidance nor do we expect a material  impact to our pattern of revenue recognition in future periods.  See "Note 2 -
Revenue from Contracts with Customers" for additional information.

Note 2 - Revenue from Contracts with Customers
 

We provide drilling services on a day rate contract basis. Under day rate contracts, we provide an integrated service that includes the
provision of a drilling rig and rig crews for which we receive a daily rate that may vary between the full rate and zero rate throughout the
duration of the contractual term, depending on the operations of the rig. We also may receive lump-sum fees or similar compensation for the
mobilization, demobilization and capital upgrades of our rigs. Our customers bear substantially all of the costs of constructing the well and
supporting drilling operations, as well as the economic risk relative to the success of the well.

Our  integrated  drilling  service  provided  under  each  drilling  contract  is  a  single  performance  obligation  satisfied  over  time  and
comprised  of  a  series  of  distinct  time  increments,  or  service  periods.  Total  revenue  is  determined  for  each  individual  drilling  contract  by
estimating  both  fixed  and  variable  consideration  expected  to  be  earned  over  the  contract  term.  Fixed  consideration  generally  relates  to
activities such as mobilization, demobilization and capital upgrades of our rigs that are not distinct within the context of our contracts and is
recognized  on  a  straight-line  basis  over  the  contract  term.  Variable  consideration  generally  relates  to  distinct  service  periods  during  the
contract term and is recognized in the period when the services are performed.

The  amount  estimated  for  variable  consideration  is  only  recognized  as  revenue  to  the  extent  that  it  is  probable  that  a  significant
reversal will not occur during the contract term. We have applied the optional exemption afforded in Update 2014-09 and have not disclosed
the variable consideration related to our estimated future day rate revenues. The remaining duration of our drilling contracts based on those in
place as of September 30, 2018 was between approximately one month and four years .

Day Rate Drilling Revenue

Our  drilling  contracts  provide  for  payment  on  a  day  rate  basis  and  include  a  rate  schedule  with  higher  rates  for  periods  when  the
drilling unit is operating and lower rates or zero rates for periods when drilling operations are interrupted or restricted. The day rate invoiced
to the customer is determined based on the varying rates applicable to specific activities performed on an hourly basis. Day rate consideration
is  allocated  to  the  distinct  hourly  increment  to  which  it  relates  within  the  contract  term  and  is  generally  recognized  consistent  with  the
contractual rate invoiced for the services provided during the respective period. Invoices are typically issued to our customers on a monthly
basis and payment terms on customer invoices typically range from 30 to 45 days.

Certain of our contracts contain performance incentives whereby we may earn a bonus based on pre-established performance criteria.
Such incentives are generally based on our performance over individual monthly time periods or individual wells. Consideration related to
performance bonus is generally recognized in the specific time period to which the performance criteria was attributed.
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We may receive termination fees if certain drilling contracts are terminated by the customer prior to the end of the contractual term.
Such compensation is recognized as revenue when our performance obligation is satisfied, the termination fee can be reasonably measured
and collection is probable.
 

Mobilization / Demobilization Revenue

In  connection  with  certain  contracts,  we  receive  lump-sum  fees  or  similar  compensation  for  the  mobilization  of  equipment  and
personnel prior to the commencement of drilling services or the demobilization of equipment and personnel upon contract completion. Fees
received  for  the  mobilization  or  demobilization  of  equipment  and  personnel  are  included  in  operating  revenues.  The  costs  incurred  in
connection with the mobilization and demobilization of equipment and personnel are included in contract drilling expense.

Mobilization  fees  received  prior  to  commencement  of  drilling  operations  are  recorded  as  a  contract  liability  and  amortized  on  a
straight-line  basis  over  the  contract  term.  Demobilization  fees  expected  to  be  received  upon contract  completion  are  estimated  at  contract
inception  and  recognized  on  a  straight-line  basis  over  the  contract  term.  In  some  cases,  demobilization  fees  may  be  contingent  upon  the
occurrence or non-occurrence of a future event. In such cases, this may result in cumulative-effect adjustments to demobilization revenues
upon changes in our estimates of future events during the contract term.
 

Capital Upgrade / Contract Preparation Revenue

In connection with certain contracts, we receive lump-sum fees or similar compensation for requested capital upgrades to our drilling
rigs or for other contract preparation work. Fees received for requested capital upgrades and other contract preparation work are recorded as a
contract liability and amortized on a straight-line basis over the contract term to operating revenues. Costs incurred for capital upgrades are
capitalized and depreciated over the useful life of the asset.

Contract Assets and Liabilities

Contract assets represent amounts previously recognized as revenue but for which the right to invoice the customer is dependent upon
our  future  performance.  Once  the  previously  recognized  revenue  is  invoiced,  the  corresponding  contract  asset,  or  a  portion  thereof,  is
transferred to accounts receivable. Contract liabilities generally represent fees received for mobilization or capital upgrades.

    
Contract assets and liabilities are presented net on our condensed consolidated balance sheet on a contract-by-contract basis. Current

contract assets and liabilities are included in other current assets and accrued liabilities and other, respectively, and noncurrent contract assets
and liabilities are included in other assets and other liabilities, respectively, on our condensed consolidated balance sheets.

    
The following table summarizes our trade receivables, contract assets and contract liabilities (in millions):

 September 30, 2018  December 31, 2017
Current contract assets $ 3.0  $ 3.0
Noncurrent contract assets $ —  $ 2.8
Current contract liabilities (deferred revenue) $ 69.0  $ 71.9
Noncurrent contract liabilities (deferred revenue) $ 13.4  $ 51.2
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Significant changes in contract assets and liabilities during the period are as follows (in millions):

 Contract Assets  Contract Liabilities

Balance as of December 31, 2017 $ 5.8  $ 123.1
Increase due to cash received —  32.0
Decrease due to amortization of deferred revenue that was included in the beginning contract
liability balance —  (57.6)
Decrease due to amortization of deferred revenue that was added during the period —  (15.1)
Decrease due to transfer to receivables during the period (2.8)  —
Balance as of September 30, 2018 $ 3.0  $ 82.4

Deferred Contract Costs

Costs  incurred  for  upfront  rig  mobilizations  and certain  contract  preparations  are  attributable  to  our  future  performance  obligation
under each respective drilling contract. Such costs are deferred and amortized on a straight-line basis over the contract term. Demobilization
costs  are  recognized  as  incurred  upon  contract  completion.  Costs  associated  with  the  mobilization  of  equipment  and  personnel  to  more
promising market areas without contracts are expensed as incurred. Deferred contract costs were included in other current assets and other
assets on our condensed consolidated balance sheets and totaled $29.0 million and $40.6 million as of September 30, 2018 and December 31,
2017 ,  respectively.  During the three-month and nine-month periods ended September 30, 2018 ,  amortization of  such costs  totaled $10.1
million and $26.0 million , respectively. During the three-month and nine-month periods ended September 30, 2017 , amortization of such
costs totaled $7.1 million and $21.8 million , respectively.

Deferred Certification Costs

We  must  obtain  certifications  from  various  regulatory  bodies  in  order  to  operate  our  drilling  rigs  and  must  maintain  such
certifications  through  periodic  inspections  and  surveys.  The  costs  incurred  in  connection  with  maintaining  such  certifications,  including
inspections,  tests,  surveys  and  drydock,  as  well  as  remedial  structural  work  and  other  compliance  costs,  are  deferred  and  amortized  on  a
straight-line basis over the corresponding certification periods. Deferred regulatory certification and compliance costs were included in other
current assets and other assets on our condensed consolidated balance sheets and totaled $13.0 million and $15.3 million as of September 30,
2018 and December 31, 2017 ,  respectively.  During the three-month and nine-month periods ended September 30, 2018 ,  amortization of
such costs totaled $3.3 million and $9.6 million , respectively. During the three-month and nine-month periods ended September 30, 2017 ,
amortization of such costs totaled $3.3 million and $9.1 million , respectively.    

Future Amortization of Contract Liabilities and Deferred Costs

Our contract liabilities and deferred costs are amortized on a straight-line basis over the contract term or corresponding certification
period to operating revenues and contract drilling expense, respectively. Expected future amortization of our contract liabilities and deferred
costs recorded as of September 30, 2018 is set forth in the table below (in millions):

 
Remaining

2018  2019  2020  
2021 and

Thereafter  Total
Amortization of contract liabilities $ 23.3  $ 48.5  $ 6.4  $ 4.2  $ 82.4
Amortization of deferred costs $ 11.4  $ 21.1  $ 6.8  $ 2.7  $ 42.0
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Note 3 - Acquisition of Atwood

On October 6, 2017 (the "Merger Date"), we completed a merger transaction (the "Merger") with Atwood Oceanics, Inc. ("Atwood")
and  Echo  Merger  Sub,  LLC,  our  wholly-owned  subsidiary.  Assets  acquired  and  liabilities  assumed  in  the  Merger  were  recorded  at  their
estimated  fair  values  as  of  the  Merger  Date  under  the  acquisition  method  of  accounting.  When  the  fair  value  of  the  net  assets  acquired
exceeds  the  consideration  transferred  in  an  acquisition,  the  difference  is  recorded  as  a  bargain  purchase  gain  in  the  period  in  which  the
transaction occurs. As of September 30, 2018, we have completed our fair value assessments of assets acquired and liabilities assumed.

Assets Acquired and Liabilities Assumed
    
The  provisional  amounts  recorded  for  assets  acquired  and  liabilities  assumed  as  of  the  Merger  Date  and  respective  measurement

period adjustments were as follows (in millions):    

 
Amounts Recognized

as of Merger Date  
Measurement Period

Adjustments (1)  Estimated Fair Value
Assets:      

Cash and cash equivalents (2) $ 445.4  $ —  $ 445.4
Accounts receivable (3) 62.3  (1.6)  60.7
Other current assets 118.1  4.6  122.7
Property and equipment 1,762.0  9.2  1,771.2
Other assets 23.7  (5.1)  18.6

Liabilities:      
Accounts payable and accrued liabilities 64.9  (1.1)  63.8
Other liabilities 118.7  6.4  125.1

Net assets acquired 2,227.9  1.8  2,229.7
Less:      

Merger consideration (781.8)    (781.8)
Repayment of Atwood debt (1,305.9)    (1,305.9)

Bargain purchase gain $ 140.2    $ 142.0

(1)  The measurement period adjustments reflect changes in the estimated fair values of certain assets and liabilities, primarily related
to  inventory,  capital  equipment  and  other  liabilities.  The  measurement  period  adjustments  were  recorded  to  reflect  new
information obtained about facts and circumstances existing as of the Merger Date and did not result from subsequent intervening
events. The adjustments recorded resulted in a $6.5 million decrease and a $1.8 million increase to bargain purchase gain during
the three-month and nine-month periods ended September 30, 2018 , respectively, and are included in other, net, in our condensed
consolidated statements of operations.

(2)  Upon  closing  of  the  Merger,  we  utilized  acquired  cash  of $445.4 million and  cash  on  hand  from the  liquidation  of  short-term
investments to repay Atwood's debt and accrued interest of $1.3 billion .

(3) Gross contractual amounts receivable totaled $64.7 million as of the Merger Date.
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Bargain Purchase Gain

The fair  values  assigned to  assets  acquired net  of  liabilities  assumed exceeded the consideration transferred,  resulting in  a  bargain
purchase gain primarily due to depressed offshore drilling company valuations.  Market capitalizations across the offshore drilling industry
declined significantly since mid-2014 due to the decline in commodity prices and the related imbalance of supply and demand for drilling
rigs. The resulting bargain purchase gain was further driven by the decline in our share price from $6.70 to $5.83 between the last trading day
prior to the announcement of the Merger and the Merger Date.

Intangible Assets and Liabilities

We recorded intangible assets totaling $30.1 million representing the estimated fair value of Atwood's firm drilling contracts in place
at the Merger Date with favorable contract terms compared to then-market day rates for comparable drilling rigs.

Operating revenues were net of $2.8 million and $8.6 million of asset amortization during the three-month and nine-month periods
ended September 30, 2018 , respectively. The remaining balance of $5.4 million was included in other assets on our condensed consolidated
balance sheet as of September 30, 2018 . This balance will be amortized to operating revenues over the remaining drilling contract term on a
straight-line basis totaling $2.8 million and $2.6 million during the remainder of 2018 and 2019, respectively.

We recorded intangible liabilities of $60.0 million for the estimated fair value of unfavorable drillship construction contracts, which
were determined by comparing the firm obligations for the remaining construction of ENSCO DS-13 and ENSCO DS-14 to the estimated
current market rates for the construction of a comparable drilling rig. The liabilities will be amortized over the estimated life of ENSCO DS-
13 and ENSCO DS-14 as a reduction of depreciation expense beginning on the date the rig is placed into service.

Note 4 - Fair Value Measurements
 

The following fair value hierarchy table categorizes information regarding our financial assets and liabilities measured at fair value
on a recurring basis (in millions):

 

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)  

Significant Other
Observable Inputs

(Level 2)  

Significant
Unobservable Inputs

(Level 3)  Total
As of September 30, 2018        
Supplemental executive retirement plan

assets $ 30.5  $ —  $ —  $ 30.5
Total financial assets $ 30.5  $ —  $ —  $ 30.5
Derivatives, net $ —  $ (8.9)  $ —  $ (8.9)
Total financial liabilities $ —  $ (8.9)  $ —  $ (8.9)
        
As of December 31, 2017        
Supplemental executive retirement plan

assets $ 30.9  $ —  $ —  $ 30.9
Derivatives, net —  6.8  —  6.8
Total financial assets $ 30.9  $ 6.8  $ —  $ 37.7
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Supplemental Executive Retirement Plan Assets
 

Our supplemental executive retirement plans (the "SERP") are non-qualified plans that provide eligible employees an opportunity to
defer a portion of their compensation for use after retirement. Assets held in the SERP were marketable securities measured at fair value on a
recurring  basis  using  Level  1  inputs  and  were  included  in  other  assets  on  our  condensed  consolidated  balance  sheets.  The  fair  value
measurement of assets held in the SERP was based on quoted market prices.

Derivatives
 

Our  derivatives  are  measured  at  fair  value  on  a  recurring  basis  using  Level  2  inputs.  See  "Note  5  -  Derivative  Instruments"  for
additional information on our derivatives, including a description of our foreign currency hedging activities and related methodologies used
to manage foreign currency exchange rate risk. The fair value measurement of our derivatives was based on market prices that are generally
observable for similar assets or liabilities at commonly-quoted intervals.
 

Other Financial Instruments
 

The carrying values and estimated fair values of our long-term debt instruments were as follows (in millions):

 
September 30, 

2018  
December 31, 

2017

 
Carrying
Value   

Estimated
Fair Value   

Carrying
Value   

Estimated
Fair Value  

8.50% Senior notes due 2019 (1) $ —  $ —  $ 251.4  $ 252.9
6.875% Senior notes due 2020 (1) 128.2  128.3  477.9  473.1
4.70% Senior notes due 2021 (1) 112.6  110.9  267.1  265.3
3.00% Exchangeable senior notes due 2024 (2) 658.9  851.6  635.7  757.1
4.50% Senior notes due 2024 619.7  537.3  619.3  527.1
8.00% Senior notes due 2024 337.2  336.7  337.9  333.8
5.20% Senior notes due 2025 664.2  585.6  663.6  571.4
7.75% Senior notes due 2026 984.4  995.0  —  —
7.20% Debentures due 2027 149.3  141.7  149.3  141.9
7.875% Senior notes due 2040 375.5  285.1  376.7  258.8
5.75% Senior notes due 2044 972.6  752.6  971.8  690.4
Total $ 5,002.6  $ 4,724.8  $ 4,750.7  $ 4,271.8

(1)  The reduction in carrying value of our senior notes due 2019, 2020 and 2021 resulted from repurchases and redemptions during the
first quarter 2018. See "Note 7 - Debt" for additional information.

(2)  Our exchangeable senior notes due 2024 (the "2024 Convertible Notes") were issued with a conversion feature. The 2024 Convertible
Notes were separated into their liability and equity components on our condensed consolidated balance sheet. The equity component
was initially recorded to additional paid-in capital and as a debt discount that will be amortized to interest expense over the life of the
instrument.  Excluding the unamortized discount,  the carrying value of  the 2024 Convertible  Notes  was $835.7 million and $834.0
million as of September 30, 2018 and December 31, 2017 , respectively.

The estimated fair values of our senior notes and debentures were determined using quoted market prices, which are level 1 inputs.

The estimated fair values of our cash and cash equivalents,  short-term investments, receivables, trade payables and other liabilities
approximated their carrying values as of September 30, 2018 and December 31, 2017 . Our short-
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term investments  consisted  of  time  deposits  with  initial  maturities  in  excess  of  three  months  but  less  than  one  year  as  of  each  respective
balance sheet date.

Note 5 - Derivative Instruments
    
Our functional currency is the U.S. dollar. As is customary in the oil and gas industry, a majority of our revenues are denominated in

U.S. dollars; however, a portion of the revenues earned and expenses incurred by certain of our subsidiaries are denominated in currencies
other than the U.S. dollar. These transactions are remeasured in U.S. dollars based on a combination of both current and historical exchange
rates. We use foreign currency forward contracts to reduce our exposure to foreign currency exchange rate risk.
 

All derivatives were recorded on our condensed consolidated balance sheets at fair value. Derivatives subject to legally enforceable
master netting agreements were not offset in our condensed consolidated balance sheets. Accounting for the gains and losses resulting from
changes in derivative fair  value depends on the use of the derivative and whether it  qualifies for hedge accounting.  Net liabilities of $8.9
million and net assets of $6.8 million associated with our foreign currency forward contracts were included on our condensed consolidated
balance sheets as of September 30, 2018 and December 31, 2017 , respectively.  All of our derivative instruments mature during the next 18
months .  See "Note 4 - Fair Value Measurements" for additional information on the fair value measurement of our derivatives.
 

Derivatives recorded at fair value on our condensed consolidated balance sheets consisted of the following (in millions):

 Derivative Assets  Derivative Liabilities

 
September 30, 

2018  
December 31, 

2017  
September 30, 

2018  
December 31, 

2017
Derivatives Designated as Hedging
Instruments   

 
 

 
 

 

Foreign currency forward contracts - current (1) $ .2  $ 5.9  $ 7.0  $ .2
Foreign currency forward contracts - non-
current (2) —  .5  .5  .1
 .2  6.4  7.5  .3
        
Derivatives Not Designated as Hedging
Instruments        
Foreign currency forward contracts - current (1) .2  .9  1.8  .2
Total $ .4  $ 7.3  $ 9.3  $ .5
 

(1)  Derivative assets and liabilities with maturity dates equal to or less than twelve months from the respective balance sheet date were
included in other current assets and accrued liabilities and other, respectively, on our condensed consolidated balance sheets.

(2)  Derivative assets and liabilities with maturity dates greater than twelve months from the respective balance sheet date were included
in other assets and other liabilities, respectively, on our condensed consolidated balance sheets.

 
We  utilize  cash  flow  hedges  to  hedge  forecasted  foreign  currency  denominated  transactions,  primarily  to  reduce  our  exposure  to

foreign currency exchange rate risk associated with contract drilling expenses and capital expenditures denominated in various currencies. As
of September  30,  2018 ,  we  had  cash  flow  hedges  outstanding  to  exchange  an  aggregate $187.9  million for  various  foreign  currencies,
including $79.0 million for British pounds, $57.5 million for Australian dollars, $20.7 million for euros, $14.0 million for Singapore dollars,
$13.9 million for Brazilian reals and $2.8 million for other currencies.
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Gains  and  losses,  net  of  tax,  on  derivatives  designated  as  cash  flow hedges  included  in  our  condensed  consolidated  statements  of
operations and comprehensive income (loss) were as follows (in millions):

Three Months Ended September 30, 2018 and 2017

 

Gain (Loss) Recognized in
Other Comprehensive

Income (Loss) (Effective
Portion)   

Gain (Loss) Reclassified from
Accumulated Other

Comprehensive Income
("AOCI") into Income
(Effective Portion) (1)  

Gain (Loss) Recognized in
Income on Derivatives

(Ineffective Portion and
Amount Excluded from
Effectiveness Testing) (2)

 2018  2017  2018  2017  2018  2017
Interest rate lock contracts (3) $ —  $ —  $ (.1)  $ (.1)  $ —  $ —
Foreign currency forward contracts (4) (1.9)  1.7  (.6)  .2  (.3)  .3
Total $ (1.9)  $ 1.7  $ (.7)  $ .1  $ (.3)  $ .3

Nine Months Ended September 30, 2018 and 2017

 

Gain (Loss) Recognized in
Other Comprehensive

Income (Loss) (Effective
Portion)   

Gain (Loss)
Reclassified from AOCI into
Income (Effective Portion) (1)  

Loss Recognized in Income
on Derivatives (Ineffective

Portion and Amount
Excluded from Effectiveness

Testing) (2)

 2018  2017  2018  2017  2018  2017
Interest rate lock contracts (3) $ —  $ —  $ (.2)  $ (.3)  $ —  $ —
Foreign currency forward contracts (5) (6.8)  7.7  2.4  (.8)  (1.5)  (.1)
Total $ (6.8)  $ 7.7  $ 2.2  $ (1.1)  $ (1.5)  $ (.1)

(1) Changes in the effective portion of cash flow hedge fair values are recorded in AOCI.  Amounts recorded in AOCI associated with
cash flow hedges are subsequently reclassified into contract drilling, depreciation or interest expense as earnings are affected by the
underlying hedged forecasted transaction.

(2) Gains and losses recognized in income for ineffectiveness and amounts excluded from effectiveness testing were included in other,
net, in our condensed consolidated statements of operations.

(3) Losses on interest rate lock derivatives reclassified from AOCI into income were included in interest expense, net, in our condensed
consolidated statements of operations.

(4)  During  the three-month period  ended September  30,  2018 ,  there  were $800,000 of losses reclassified  from  AOCI  into  contract
drilling  expense  and $200,000 of gains were  reclassified  from  AOCI  into  depreciation  expense  in  our  condensed  consolidated
statement  of  operations.  During  the three-month period ended September  30,  2017 ,  there  were  no  net  amounts  reclassified  from
AOCI into contract drilling expense and $200,000 of gains were reclassified from AOCI into depreciation expense in our condensed
consolidated statement of operations.

(5)  During the nine-month period ended September 30, 2018 , $1.8 million of gains were reclassified from AOCI into contract drilling
expense and $600,000 of gains were reclassified from AOCI into depreciation expense in our condensed consolidated statement of
operations.  During  the nine-month period  ended September  30,  2017 , $1.4  million of losses were  reclassified  from  AOCI  into
contract  drilling  expense  and $600,000 of gains were  reclassified  from  AOCI  into  depreciation  expense  in  our  condensed
consolidated statement of operations.
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We have net assets and liabilities denominated in numerous foreign currencies and use various methods to manage our exposure to
foreign currency exchange rate risk. We predominantly structure our drilling contracts in U.S. dollars, which significantly reduces the portion
of our cash flows and assets denominated in foreign currencies. We occasionally enter into derivatives that hedge the fair value of recognized
foreign currency denominated assets or liabilities but do not designate such derivatives as hedging instruments.  In these situations, a natural
hedging relationship generally exists whereby changes in the fair value of the derivatives offset changes in the fair value of the underlying
hedged items. As of September 30, 2018 , we held derivatives not designated as hedging instruments to exchange an aggregate $153.2 million
for various foreign currencies, including $89.4 million for euros, $18.8 million for Australian dollars, $11.6 million for Indonesian rupiahs,
$11.6 million for British pounds, $8.6 million for Thai bahts and $13.2 million for other currencies.
     

Net gains of $2.2 million and $2.7 million associated with our derivatives not designated as hedging instruments were included in
other,  net,  in  our  condensed  consolidated  statements  of  operations  for  the three-month periods  ended September  30,  2018 and 2017 ,
respectively. Net gains of $9.7 million and $8.9 million associated with our derivatives not designated as hedging instruments were included
in  other,  net,  in  our  condensed  consolidated  statements  of  operations  for  the nine-month periods  ended September  30,  2018 and 2017 ,
respectively. These gains were partially offset by net foreign currency exchange losses during the respective periods.

    
As of September  30,  2018 ,  the  estimated  amount  of  net   losses associated  with  derivative  instruments,  net  of  tax,  that  would  be

reclassified into earnings during the next twelve months totaled $4.0 million .

Note 6 - Earnings Per Share
 

We compute basic and diluted earnings per share ("EPS") in accordance with the two-class method. Net loss attributable to Ensco
used in our computations of basic and diluted EPS is adjusted to exclude net income allocated to non-vested shares granted to our employees
and non-employee directors.  Weighted-average shares outstanding used in our computation of diluted EPS is  calculated using the treasury
stock method and excludes non-vested shares.

During  the three-month  and  nine-month periods  ended September  30,  2018 and 2017 ,  all  income  attributable  to  noncontrolling
interests  was  from  continuing  operations.  The  following  table  is  a  reconciliation  of  loss  from  continuing  operations  attributable  to
Ensco shares used in our basic and diluted EPS computations for  the three-month and nine-month periods ended September 30, 2018 and
2017 (in millions):

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Loss from continuing operations attributable to Ensco $ (145.0)  $ (25.2)  $ (428.0)  $ (96.2)
Income from continuing operations allocated to non-vested share

awards (1) (.2)  (.1)  (.4)  (.3)
Loss from continuing operations attributable to Ensco shares $ (145.2)  $ (25.3)  $ (428.4)  $ (96.5)

(1)  Losses  are  not  allocated  to  non-vested  share  awards.  Therefore,  only  dividends  attributable  to  our  non-vested  share  awards  are
included for the three-month and nine-month periods ended September 30, 2018 and 2017.

Anti-dilutive  share  awards  totaling 1.6 million and 1.7 million were  excluded  from the  computation  of  diluted  EPS  for  the three-
month and nine-month periods  ended September  30,  2018 .  Anti-dilutive  share  awards  totaling 1.3  million were  excluded  from  the
computation of diluted EPS for the three-month and nine-month periods ended September 30, 2017 .
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We have the option to settle our 2024 Convertible Notes in cash, shares or a combination thereof for the aggregate amount due upon
conversion.  Our  intent  is  to  settle  the  principal  amount  of  the  2024  Convertible  Notes  in  cash  upon  conversion.  If  the  conversion  value
exceeds the principal amount (i.e., our share price exceeds the exchange price on the date of conversion), we expect to deliver shares equal to
the remainder of our conversion obligation in excess of the principal amount.

During each reporting period that our average share price exceeds the exchange price, an assumed number of shares required to settle
the conversion obligation in excess of the principal amount will be included in our denominator for the computation of diluted EPS using the
treasury  stock  method.  Our  average  share  price  did  not  exceed  the  exchange  price  during  the three-month or nine-month periods  ended
September 30, 2018 and 2017 .

Note 7 - Debt

Senior Notes

On January 26, 2018, we issued $1.0 billion aggregate principal amount of unsecured 7.75% senior notes due 2026 at par (the "2026
Notes"). Interest on the 2026 Notes is payable semiannually on February 1 and August 1 of each year.

Tender Offers and Redemption

Concurrent with the issuance of the 2026 Notes in January 2018, we launched cash tender offers for up to $985.0 million aggregate
principal  amount  of  certain  series  of  our  senior  notes  issued by us  and Pride International  LLC, our  wholly-owned subsidiary.  The tender
offers expired February 7, 2018, and we repurchased $182.6 million of our 8.50% senior notes due 2019, $256.6 million of our 6.875% senior
notes  due  2020  and $156.2  million of  our 4.70% senior  notes  due  2021.  Subsequently,  we  issued  a  redemption  notice  for  the  remaining
outstanding $55.0 million principal amount of the 8.50% senior notes due 2019 and repurchased $71.4 million principal amount of our senior
notes due 2020.

The following table sets forth the total principal amounts repurchased as a result of the tender offers, redemption and repurchase (in
millions):

 
Aggregate Principal

Amount Repurchased  
Aggregate

Repurchase Price (1)

8.50% Senior notes due 2019 $ 237.6 $ 256.8
6.875% Senior notes due 2020 328.0 354.7
4.70% Senior notes due 2021 156.2  159.7
Total $ 721.8  $ 771.2

(1)  Excludes accrued interest paid to holders of the repurchased senior notes.

During the first quarter of 2018, we recognized a pre-tax loss from debt extinguishment of $19.0 million , net of discounts, premiums,
debt issuance costs and commissions.

Maturities

Following the January 2018 debt offering, repurchases and redemption, our only debt maturities until 2024 are $122.9 million during
2020 and $113.5 million during 2021.
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Revolving Credit Facility

We have a $2.0 billion senior unsecured revolving credit facility ("Credit Facility") with a syndicate of banks to be used for general
corporate purposes. Our borrowing capacity is $2.0 billion through September 2019 and declines to $1.3 billion through September 2020 and
to $1.2 billion through  September  2022.  The  credit  agreement  governing  the  Credit  Facility  includes  an  accordion  feature  allowing  us  to
increase the commitments expiring in September 2022 up to an aggregate amount not to exceed $1.5 billion .

Advances  under  the  Credit  Facility  bear  interest  at  Base  Rate  or  LIBOR  plus  an  applicable  margin  rate,  depending  on  our  credit
ratings. We are required to pay a quarterly commitment fee on the undrawn portion of the $2.0 billion commitment, which is also based on
our credit rating.

In  January  2018,  Moody's  downgraded  our  senior  unsecured  bond  credit  rating  from  B2  to  B3.  The  rating  actions  resulted  in  an
increase  to  the  interest  rates  applicable  to  our  borrowings  and  the  quarterly  commitment  fee  on  the  undrawn  portion  of  the $2.0  billion
commitment.  The applicable  margin rates  are 3.00% per  annum for  Base  Rate  advances  and 4.00% per annum for LIBOR advances.  The
quarterly commitment fee is 0.75% per annum on the undrawn portion of the $2.0 billion commitment. 

    
The Credit  Facility requires us to maintain a total  debt to total  capitalization ratio that is  less than or equal to 60% and to provide

guarantees from certain of our rig-owning subsidiaries sufficient to meet certain guarantee coverage ratios. The Credit Facility also contains
customary restrictive covenants, including, among others, prohibitions on creating, incurring or assuming certain debt and liens (subject to
customary  exceptions,  including  a  permitted  lien  basket  that  permits  us  to  raise  secured  debt  up  to  the  lesser  of $750 million or 10% of
consolidated tangible net worth (as defined in the Credit Facility)); entering into certain merger arrangements; selling, leasing, transferring or
otherwise disposing of  all  or  substantially  all  of  our  assets;  making a  material  change in  the nature  of  the business;  paying or  distributing
dividends  on our  ordinary  shares  (subject  to  certain  exceptions,  including the  ability  to  continue paying a  quarterly  dividend of $0.01 per
share);  borrowings,  if  after  giving  effect  to  any  such  borrowings  and  the  application  of  the  proceeds  thereof,  the  aggregate  amount  of
available cash (as defined in the Credit Facility) would exceed $150 million ; and entering into certain transactions with affiliates.

The Credit Facility also includes a covenant restricting our ability to repay indebtedness maturing after September 2022, which is the
final maturity date of our Credit Facility. This covenant is subject to certain exceptions that permit us to manage our balance sheet, including
the ability to make repayments of indebtedness (i) of acquired companies within 90 days of the completion of the acquisition or (ii) if, after
giving effect to such repayments, available cash is greater than $250 million and there are no amounts outstanding under the Credit Facility.

As of September 30, 2018 , we were in compliance in all material respects with our covenants under the Credit Facility. We had no
amounts outstanding under the Credit Facility as of September 30, 2018 and December 31, 2017 .

Our access to credit and capital markets depends on the credit ratings assigned to our debt. As a result of recent rating actions, we do
not maintain an investment-grade status. Our current credit ratings, and any additional actual or anticipated downgrades in our credit ratings,
could limit our available options when accessing credit and capital markets, or when restructuring or refinancing our debt. In addition, future
financings or refinancings may result in higher borrowing costs and require more restrictive terms and covenants, which may further restrict
our operations.

Note 8 - Income Taxes
 

Historically,  we have calculated our  provision for  income taxes during interim reporting periods  by applying the  estimated annual
effective tax rate for the full fiscal year to pre-tax income or loss, excluding discrete items, for the reporting period. We determined that since
small changes in estimated pre-tax income or loss would result in significant changes in the estimated annual effective tax rate, the historical
method would not provide a reliable estimate of income taxes for the three-month and nine-month periods ended September 30, 2018 and
2017 .  We  used  a  discrete  effective  tax  rate  method  to  calculate  income  taxes  for  the three-month  and  nine-month periods  ended
September 30,
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2018 and 2017 . We will continue to evaluate income tax estimates under the historical method in subsequent quarters and employ a discrete
effective tax rate method if warranted.

Discrete income tax benefit for the three-month period ended September 30, 2018 was $7.9 million and was primarily attributable to
an election under recently  issued U.S.  Treasury Regulations not  to  apply U.S.  2017 operating losses to  deemed repatriated income,  which
provided for utilization of foreign tax credits that were subject to valuation allowance, and U.S. tax reform, partially offset by discrete tax
expense related to the settlement of previously disclosed arbitration proceedings, rig sales and unrecognized tax benefits associated with tax
positions taken in prior years. Discrete income tax benefit for the nine-month period ended September 30, 2018 was $19.1 million and was
primarily attributable to the aforementioned election not to apply U.S. 2017 operating losses to deemed repatriated income, U.S. tax reform
and  a  restructuring  transaction,  partially  offset  by  discrete  tax  expense  related  to  the  settlement  of  previously  disclosed  arbitration
proceedings, repurchase and redemption of senior notes, unrecognized tax benefits associated with tax positions taken in prior years and rig
sales.

Discrete income tax expense for the three-month period ended September 30, 2017 was $3.2 million primarily attributable to the sale
of a rig and resolutions of prior year tax matters. Discrete income tax expense for the nine-month period ended September 30, 2017 was $13.0
million and  was  primarily  attributable  to  the  exchange  offers  and  debt  repurchase,  rig  sales,  a  restructuring  transaction,  settlement  of  a
previously disclosed legal contingency, the effective settlement of a liability for unrecognized tax benefits associated with a tax position taken
in prior years and other resolutions of prior year tax matters.

U.S. Tax Reform

The U.S. Tax Cuts and Jobs Act (“U.S. tax reform”) was enacted on December 22, 2017 and introduced significant changes to U.S.
income tax law, including a reduction in the statutory income tax rate from 35% to 21% effective January 1, 2018, a one-time transition tax
on deemed repatriation of deferred foreign income, a base erosion anti-abuse tax that effectively imposes a minimum tax on certain payments
to  non-U.S.  affiliates,  new  and  revised  rules  relating  to  the  current  taxation  of  certain  income  of  foreign  subsidiaries  and  revised  rules
associated with limitations on the deduction of interest.

Due to the timing of the enactment of U.S. tax reform and the complexity involved in applying its provisions, we made reasonable
estimates of its effects and recorded such amounts in our consolidated financial statements as of December 31, 2017 on a provisional basis.
As we continue to analyze applicable information and data, and interpret any additional guidance issued by the U.S. Treasury Department, the
Internal Revenue Service and others, we may make adjustments to the provisional amounts throughout the one-year measurement period as
provided by Staff Accounting Bulletin No. 118. Our accounting for the enactment of U.S. tax reform will be completed during 2018, and any
adjustments we recognize could be material. The ongoing impact of U.S. tax reform may result in an increase in our consolidated effective
income tax rate in future periods.

During  the three-month  and  nine-month periods  ended September  30,  2018 ,  we  recognized  a  tax  benefit  of $400,000 and $12.1
million ,  respectively,  associated  with  the  one-time  transition  tax  on  deemed  repatriation  of  the  deferred  foreign  income  of  our  U.S.
subsidiaries.
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Note 9 - Contingencies
Brazil Internal Investigation

On August 29, 2018, we received a letter from the Division of Enforcement of the SEC informing us that the Division had concluded
its investigation into previously disclosed alleged irregularities related to the drilling services agreement with Petrobras for ENSCO DS-5 (the
“DSA”) and does not intend to recommend any enforcement action against us. On August 31, 2018, we received a letter from the DOJ stating
that it had closed the inquiry into this matter and acknowledging our full cooperation with the investigation. Our investigation did not identify
any evidence that Pride International LLC (“Pride”) or Ensco or any of their current or former employees were aware of or involved in any
wrongdoing.  For  additional  information  about  this  investigation  and  the  DSA  dispute  discussed  below,  see  Note  10  to  our  condensed
consolidated financial statements included in our quarterly report on Form 10-Q for the quarter ended June 30, 2018.

In  August  2017,  one  of  our  Brazilian  subsidiaries  was  contacted  by  the  Office  of  the  Attorney  General  for  the  Brazilian  state  of
Paraná in connection with a criminal investigation procedure initiated against agents of both Samsung Heavy Industries, a shipyard in South
Korea (“SHI”), and Pride in relation to the DSA. The Brazilian authorities requested information regarding our compliance program and the
findings  of  our  internal  investigations.  We cooperated  with  the  Office  of  the  Attorney General  and provided documents  in  response  to  its
request.  We cannot predict  the scope or ultimate outcome of this  procedure or whether any Brazilian governmental  authority will  open an
investigation into Pride’s involvement in this matter, or if a proceeding were opened, the scope or ultimate outcome of any such investigation.

DSA Dispute

On January 4, 2016, Petrobras sent a notice to us declaring the DSA void effective immediately, reserving its rights and stating its
intention to seek any restitution to which it may be entitled. The previously disclosed arbitral hearing on liability related to the matter was
held in March 2018. Prior to the arbitration tribunal issuing its decision, we and Petrobras agreed in August 2018 to a settlement of all claims
relating to the DSA. No payments were made by either party in connection with the settlement agreement. The parties agreed to normalize
business relations and the settlement agreement provides for our participation in current and future Petrobras tenders on the same basis as all
other companies invited to these tenders. No losses were recognized during the current period with respect to this settlement as all disputed
receivables with Petrobras related to the DSA were fully reserved in 2015.

In November 2016, we initiated separate arbitration proceedings in the U.K. against SHI for any losses we incur in connection with
the  foregoing  Petrobras  arbitration.  SHI  subsequently  filed  a  statement  of  defense  disputing  our  claim.  In  January  2018,  the  arbitration
tribunal for the SHI matter issued an award on liability fully in our favor. SHI is liable to us for $10.0 million or damages that we can prove.
We have submitted to the tribunal our claim for damages. The arbitral hearing on damages owed to us by SHI is scheduled to take place in
the first quarter of 2019. We are unable to estimate the ultimate outcome of recovery for damages at this time.

Other Matters

In  addition  to  the  foregoing,  we are  named defendants  or  parties  in  certain  other  lawsuits,  claims or  proceedings  incidental  to  our
business and are involved from time to time as parties to governmental investigations or proceedings, including matters related to taxation,
arising in the ordinary course of business. Although the outcome of such lawsuits or other proceedings cannot be predicted with certainty and
the  amount  of  any  liability  that  could  arise  with  respect  to  such  lawsuits  or  other  proceedings  cannot  be  predicted  accurately,  we  do  not
expect these matters to have a material adverse effect on our financial position, operating results or cash flows.
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In the ordinary course of business with customers and others, we have entered into letters of credit to guarantee our performance as it
relates to our drilling contracts, contract bidding, customs duties, tax appeals and other obligations in various jurisdictions. Letters of credit
outstanding as of September 30, 2018 totaled $124.3 million and are issued under facilities  provided by various banks and other  financial
institutions. Obligations under these letters of credit and surety bonds are not normally called, as we typically comply with the underlying
performance requirement. As of September 30, 2018 , we had not been required to make collateral deposits with respect to these agreements.

Note 10 - Segment Information
 

Our business consists of three operating segments: (1) Floaters, which includes our drillships and semisubmersible rigs, (2) Jackups
and (3) Other,  which consists of management services on rigs owned by third-parties.  Our two reportable segments, Floaters and Jackups,
provide one service, contract drilling.

    
Segment  information  for  the three-month  and  nine-month periods  ended September  30,  2018 and 2017 is  presented  below  (in

millions).  General and administrative expense and depreciation expense incurred by our corporate office are not allocated to our operating
segments  for  purposes  of  measuring  segment  operating  income  and  are  included  in  "Reconciling  Items."  We  measure  segment  assets  as
property and equipment.

Three Months Ended September 30, 2018

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  
Consolidated

Total
Revenues $ 241.8  $ 173.3  $ 15.8  $ 430.9  $ —  $ 430.9
Operating expenses            

Contract drilling (exclusive of
depreciation) 175.6  136.4  15.1  327.1  —  327.1
Depreciation 77.8  39.3  —  117.1  3.5  120.6
General and administrative —  —  —  —  25.1  25.1

Operating income (loss) $ (11.6)  $ (2.4)  $ 0.7  $ (13.3)  $ (28.6)  $ (41.9)
Property and equipment, net $ 9,501.7  $ 3,190.2  $ —  $ 12,691.9  $ 39.7  $ 12,731.6

Three Months Ended September 30, 2017

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  
Consolidated

Total
Revenues $ 291.9  $ 153.1  $ 15.2  $ 460.2  $ —  $ 460.2
Operating expenses            

Contract drilling (exclusive of
depreciation) 139.1  132.9  13.8  285.8  —  285.8
Depreciation 72.7  31.6  —  104.3  3.9  108.2
General and administrative —  —  —  —  30.4  30.4

Operating income (loss) $ 80.1  $ (11.4)  $ 1.4  $ 70.1  $ (34.3)  $ 35.8
Property and equipment, net $ 8,545.5  $ 2,502.4  $ —  $ 11,047.9  $ 48.5  $ 11,096.4
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Nine Months Ended September 30, 2018

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  
Consolidated

Total
Revenues $ 785.7  $ 475.4  $ 45.3  $ 1,306.4  $ —  $ 1,306.4
Operating expenses            

Contract drilling (exclusive of
depreciation) 564.4  390.1  42.1  996.6  —  996.6
Depreciation 233.9  112.3  —  346.2  10.3  356.5
General and administrative —  —  —  —  79.1  79.1

Operating income (loss) $ (12.6)  $ (27.0)  $ 3.2  $ (36.4)  $ (89.4)  $ (125.8)
Property and equipment, net $ 9,501.7  $ 3,190.2  $ —  $ 12,691.9  $ 39.7  $ 12,731.6

Nine Months Ended September 30, 2017

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  
Consolidated

Total
Revenues $ 840.7  $ 503.8  $ 44.3  $ 1,388.8  $ —  $ 1,388.8
Operating expenses            

Contract drilling (exclusive of
depreciation) 431.1  383.8  40.3  855.2  —  855.2
Depreciation 217.5  95.3  —  312.8  12.5  325.3
General and administrative —  —  —  —  86.9  86.9

Operating income $ 192.1  $ 24.7  $ 4.0  $ 220.8  $ (99.4)  $ 121.4
Property and equipment, net $ 8,545.5  $ 2,502.4  $ —  $ 11,047.9  $ 48.5  $ 11,096.4

Information about Geographic Areas     

As of September 30, 2018 , the geographic distribution of our drilling rigs by reportable segment was as follows:

 Floaters  Jackups  Total (1)

North & South America 8  4  12
Europe & Mediterranean 6  11  17
Middle East & Africa 3  12  15
Asia & Pacific Rim 5  7  12
Asia & Pacific Rim (under construction) 2  1  3
Total 24  35  59

(1)  We provide management services on two rigs owned by third-parties in the U.S. Gulf of Mexico, which are not included in the table
above.
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Note 11 - Supplemental Financial Information

Consolidated Balance Sheet Information

Accounts receivable, net, consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Trade $ 334.7  $ 335.4
Other 17.7  33.6
 352.4  369.0
Allowance for doubtful accounts (3.9)  (23.6)
 $ 348.5  $ 345.4

Other current assets consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Inventory $ 270.7  $ 278.8
Prepaid taxes 70.2  43.5
Deferred costs 29.7  29.7
Prepaid expenses 19.5  14.2
Derivative asset 0.4  6.8
Other 13.5  8.2
 $ 404.0  $ 381.2

 
    
Other assets consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Deferred tax assets $ 33.1  $ 38.8
Supplemental executive retirement plan assets 30.5  30.9
Deferred costs 21.1  37.4
Intangible assets 5.4  15.7
Other 14.4  17.4
 $ 104.5  $ 140.2

    
Accrued liabilities and other consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Personnel costs $ 80.9  $ 112.0
Accrued interest 78.1  83.1
Deferred revenue 69.0  71.9
Taxes 46.8  46.4
Derivative liabilities 8.8  0.4
Other 26.4  12.1
 $ 310.0  $ 325.9
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Other liabilities consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Unrecognized tax benefits (inclusive of interest and penalties) $ 182.8  $ 178.0
Deferred tax liabilities 62.7  18.5
Intangible liabilities 54.3  59.6
Supplemental executive retirement plan liabilities 32.1  32.0
Personnel costs 24.8  18.1
Deferred revenue 13.4  51.2
Deferred rent 12.1  17.1
Other 7.8  12.2
 $ 390.0  $ 386.7

    
Accumulated other comprehensive income consisted of the following (in millions):

 
September 30, 

2018  
December 31, 

2017
Derivative instruments $ 13.5  $ 22.5
Currency translation adjustment 7.4  7.8
Other (1.7)  (1.7)
 $ 19.2  $ 28.6

Concentration of Risk

We are exposed to credit risk related to our receivables from customers, our cash and cash equivalents, our short-term investments
and our use of derivatives in connection with the management of foreign currency exchange rate risk. We mitigate our credit risk relating to
receivables from customers, which consist primarily of major international, government-owned and independent oil and gas companies, by
performing  ongoing  credit  evaluations.  We  also  maintain  reserves  for  potential  credit  losses,  which  generally  have  been  within  our
expectations. We mitigate our credit risk relating to cash and cash equivalents by focusing on diversification and quality of instruments. Cash
equivalents consist of a portfolio of high-grade instruments. Custody of cash and cash equivalents is maintained at several well-capitalized
financial institutions, and we monitor the financial condition of those financial institutions.  

We mitigate our credit risk relating to derivative counterparties through a variety of techniques, including transacting with multiple,
high-quality  financial  institutions,  thereby limiting  our  exposure  to  individual  counterparties  and  by  entering  into  International  Swaps  and
Derivatives  Association,  Inc.  ("ISDA")  Master  Agreements,  which  include  provisions  for  a  legally  enforceable  master  netting  agreement,
with  almost  all  of  our  derivative  counterparties.  The  terms  of  the  ISDA  agreements  may  also  include  credit  support  requirements,  cross
default provisions, termination events or set-off provisions.  Legally enforceable master netting agreements reduce credit risk by providing
protection in bankruptcy in certain circumstances and generally permitting the closeout and netting of transactions with the same counterparty
upon the occurrence of certain events.  See "Note 5 - Derivative Instruments" for additional information on our derivatives.
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Consolidated  revenues  by  customer  for  the three-month  and  nine-month periods  ended September  30,  2018 and 2017 were  as
follows:

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Total (1) 14%  24%  14%  23%
Saudi Aramco (2) 11%  10%  10%  9%
Petrobras (1) 5%  11%  9%  11%
BP (3) 5%  15%  7%  15%
Other 65%  40%  60%  42%
 100%  100%  100%  100%

(1)  During the three-month and nine-month periods ended September 30, 2018 and 2017 , all revenues were attributable to our Floaters
segment.

(2)  During the three-month and nine-month periods ended September 30, 2018 and 2017 , all revenues were attributable to our Jackups
segment.

(3)  During the three-month period ended September 30, 2018 , 27% of  the revenues provided by BP were attributable  to  our  Jackups
segment and the remainder was attributable to our Other segment. During the three-month period ended September 30, 2017 , 78% of
the revenues provided by BP were attributable to our Floaters segment and the remainder was attributable to our Other segment.

During the nine-month period ended September  30,  2018 , 33% of  the  revenues  provided by BP were  attributable  to  our  Floaters
segment, 18% of  the  revenues  were  attributable  to  our  Jackups segment  and the  remainder  was attributable  to  our  Other  segment.
During the nine-month period ended September  30,  2017 , 78% of  the  revenues  provided by BP were  attributable  to  our  Floaters
segment and the remainder was attributable to our Other segment.
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Consolidated revenues by region for the three-month and nine-month periods ended September 30, 2018 and 2017 were as follows:

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Angola (1) $ 76.2  $ 118.9  $ 209.5  $ 356.5
Australia (2) 75.1  48.7  207.7  158.6
U.S. Gulf of Mexico (3) 59.3  34.9  172.4  112.2
United Kingdom (4) 55.4  49.1  155.7  117.0
Saudi Arabia (4) 49.0  44.2  131.8  127.4
Brazil (5) 22.1  51.1  118.5  147.6
Egypt (5) —  53.8  31.2  160.4
Other 93.8  59.5  279.6  209.1
 $ 430.9  $ 460.2  $ 1,306.4  $ 1,388.8

(1)  During the three-month periods ended September 30, 2018 and 2017 , 82% and 85% of the revenues earned in Angola, respectively,
were  attributable  to  our  Floaters  segment,  and  the  remaining  revenues  were  attributable  to  our  Jackups  segment.  During  the nine-
month periods ended September 30, 2018 and 2017 , 87% and 86% of the revenues earned in Angola, respectively, were attributable
to our Floaters segment, and the remaining revenues were attributable to our Jackups segment.

(2)  During the three-month periods ended September 30, 2018 and 2017 , 87% and 92% of the revenues earned in Australia, respectively,
were attributable to our Floaters segment, and remaining revenues were attributable to our Jackups segment. During the nine-month
periods ended September 30, 2018 and 2017 , 94% and 83% of the revenues earned in Australia, respectively, were attributable to our
Floaters segment, and the remaining revenues were attributable to our Jackups segment.

(3)  During the three-month period ended September 30, 2018 , 35% of the revenues earned in the U.S. Gulf of Mexico were attributable
to our Floaters segment, 39% were attributable to our Jackups segment, and the remaining revenues were attributable to our Other
segment. During the three-month period ended September 30, 2017 , 21% of the revenues earned in the U.S. Gulf of Mexico were
attributable to our Floaters segment, 35% were attributable to our Jackups segment and the remaining revenues were attributable to
our Other segment.  During the nine-month period ended September 30, 2018 , 36% of  revenues in  the U.S.  Gulf  of  Mexico were
attributable to our Floaters segment, 38% were attributable to our Jackups segment, and the remaining revenues were attributable to
our  Other  segment.  During  the nine-month period  ended September  30,  2017 , 24% of  the  revenues  earned  in  the  U.S.  Gulf  of
Mexico were attributable to our Floaters segment, 37% were attributable to our Jackups segment, and the remaining revenues were
attributable to our Other segment.

(4)  During the three-month and nine-month periods ended September 30, 2018 and 2017 ,  all  revenues earned in the United Kingdom
and Saudi Arabia were attributable to our Jackups segment.

(5)  During the three-month and nine-month periods ended September 30, 2018 and 2017 , all revenues earned in Brazil and Egypt were
attributable to our Floaters segment.
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Note 12 - Guarantee of Registered Securities

In connection with the Pride acquisition, Ensco plc and Pride entered into a supplemental indenture to the indenture dated as of July
1,  2004,  between  Pride  and  the  Bank  of  New  York  Mellon,  as  indenture  trustee,  providing  for,  among  other  matters,  the  full  and
unconditional  guarantee  by Ensco plc  of  Pride’s 6.875% unsecured senior  notes  due 2020 and 7.875% unsecured senior  notes  due 2040 ,
which had an aggregate outstanding principal balance of $422.9 million as of September 30, 2018 . The Ensco plc guarantee provides for the
unconditional and irrevocable guarantee of the prompt payment, when due, of any amount owed to the holders of the notes.
 

Ensco plc is also a full and unconditional guarantor of the 7.2% debentures due 2027 issued by ENSCO International Incorporated, a
wholly-owned  subsidiary  of  Ensco  plc,  during  1997,  which  had  an  aggregate  outstanding  principal  balance  of $150.0  million as  of
September 30, 2018 .

    
Pride and Ensco International Incorporated are 100% owned subsidiaries of Ensco plc. All guarantees are unsecured obligations of

Ensco plc ranking equal in right of payment with all of its existing and future unsecured and unsubordinated indebtedness.
   

The  following  tables  present  the  unaudited  condensed  consolidating  statements  of  operations  for  the three-month and nine-month
periods ended September  30,  2018 and 2017 ;  the  unaudited  condensed  consolidating  statements  of  comprehensive  income  (loss)  for  the
three-month and nine-month periods ended September 30, 2018 and 2017 ; the condensed consolidating balance sheets as of September 30,
2018 (unaudited) and December 31, 2017 ; and the unaudited condensed consolidating statements of cash flows for the nine-month periods
ended September 30, 2018 and 2017 , in accordance with Rule 3-10 of Regulation S-X.
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Three Months Ended September 30, 2018
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING REVENUES $ 12.1  $ 40.7  $ —  $ 459.2  $ (81.1)  $ 430.9
OPERATING EXPENSES            

Contract drilling (exclusive
of depreciation) 15.2  36.4  —  356.6  (81.1)  327.1

Depreciation —  3.6  —  117.0  —  120.6
General and administrative 10.5  1.9  —  12.7  —  25.1

OPERATING LOSS (13.6)  (1.2) — (27.1) — (41.9)
OTHER EXPENSE, NET (.6)  (32.6)  (19.5)  (29.0)  4.0  (77.7)
LOSS FROM CONTINUING
OPERATIONS BEFORE INCOME
TAXES (14.2)  (33.8) (19.5) (56.1) 4.0 (119.6)
INCOME TAX PROVISION —  9.5  —  13.8  —  23.3
DISCONTINUED OPERATIONS, NET —  —  —  —  —  —
EQUITY EARNINGS (LOSSES) IN

AFFILIATES, NET OF TAX (130.8)  28.2  23.1  —  79.5  —
NET INCOME (LOSS) (145.0) (15.1) 3.6 (69.9) 83.5 (142.9)
NET INCOME ATTRIBUTABLE TO

NONCONTROLLING INTERESTS —  —  —  (2.1)  —  (2.1)
NET INCOME (LOSS)

ATTRIBUTABLE TO ENSCO $ (145.0)  $ (15.1) $ 3.6 $ (72.0) $ 83.5 $ (145.0)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Three Months Ended September 30, 2017
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING REVENUES $ 13.0  $ 47.2  $ —  $ 490.1  $ (90.1)  $ 460.2
OPERATING EXPENSES           

Contract drilling (exclusive
of depreciation) 11.3  43.0  —  321.6  (90.1)  285.8

Depreciation —  4.0  —  104.2  —  108.2
General and administrative 10.3  5.1  —  15.0  —  30.4

OPERATING INCOME (LOSS) (8.6) (4.9) — 49.3 — 35.8
OTHER INCOME (EXPENSE), NET 3.4  (28.0)  (17.4)  (1.0)  2.6  (40.4)
INCOME (LOSS) FROM

CONTINUING OPERATIONS
BEFORE INCOME TAXES (5.2) (32.9) (17.4) 48.3 2.6 (4.6)

INCOME TAX PROVISION —  11.6  —  11.8  —  23.4
DISCONTINUED OPERATIONS, NET —  —  —  (.2)  —  (.2)
EQUITY EARNINGS (LOSSES) IN

AFFILIATES, NET OF TAX (20.2)  29.9  23.2  —  (32.9)  —
NET INCOME (LOSS) (25.4)  (14.6) 5.8 36.3 (30.3) (28.2)
NET LOSS ATTRIBUTABLE TO

NONCONTROLLING INTERESTS —  —  —  2.8  —  2.8
NET INCOME (LOSS)

ATTRIBUTABLE TO ENSCO $ (25.4) $ (14.6) $ 5.8 $ 39.1 $ (30.3) $ (25.4)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Nine Months Ended September 30, 2018
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING REVENUES $ 36.7  $ 120.8  $ —  $ 1,387.0  $ (238.1)  $ 1,306.4
OPERATING EXPENSES            

Contract drilling (exclusive
of depreciation) 41.6  109.2  —  1,083.9  (238.1)  996.6

Depreciation —  10.6  —  345.9  —  356.5
General and administrative 31.0  2.2  —  45.9  —  79.1

OPERATING LOSS (35.9)  (1.2)  —  (88.7)  —  (125.8)
OTHER EXPENSE, NET (.1)  (101.1)  (69.5)  (85.9)  23.4  (233.2)
LOSS FROM CONTINUING

OPERATIONS BEFORE INCOME
TAXES (36.0)  (102.3)  (69.5)  (174.6)  23.4  (359.0)

INCOME TAX PROVISION —  32.4  —  34.0  —  66.4
DISCONTINUED OPERATIONS, NET —  —  —  (8.1)  —  (8.1)
EQUITY EARNINGS (LOSSES) IN

AFFILIATES, NET OF TAX (400.1)  77.7  69.1  —  253.3  —
NET LOSS (436.1)  (57.0)  (.4)  (216.7)  276.7  (433.5)
NET INCOME ATTRIBUTABLE TO

NONCONTROLLING INTERESTS —  —  —  (2.6)  —  (2.6)
NET LOSS ATTRIBUTABLE TO

ENSCO $ (436.1)  $ (57.0)  $ (.4)  $ (219.3)  $ 276.7  $ (436.1)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Nine Months Ended September 30, 2017
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING REVENUES $ 38.5  $ 137.1  $ —  $ 1,477.3  $ (264.1)  $ 1,388.8
OPERATING EXPENSES            

Contract drilling (exclusive
of depreciation) 33.7  126.4  —  959.2  (264.1)  855.2

Depreciation —  12.5  —  312.8  —  325.3
General and administrative 33.9  9.4  —  43.6  —  86.9

OPERATING INCOME (LOSS) (29.1) (11.2) — 161.7 — 121.4
OTHER EXPENSE, NET (10.2)  (86.2)  (53.0)  (13.6)  11.7  (151.3)
INCOME (LOSS) FROM

CONTINUING OPERATIONS
BEFORE INCOME TAXES (39.3) (97.4) (53.0) 148.1 11.7 (29.9)

INCOME TAX PROVISION —  30.5  —  36.3  —  66.8
DISCONTINUED OPERATIONS, NET —  —  —  (.4)  —  (.4)
EQUITY EARNINGS (LOSSES) IN

AFFILIATES, NET OF TAX (57.3)  113.5  69.4  —  (125.6)  —
NET INCOME (LOSS) (96.6) (14.4) 16.4 111.4 (113.9) (97.1)
NET LOSS ATTRIBUTABLE TO

NONCONTROLLING INTERESTS —  —  —  .5  —  .5
NET INCOME (LOSS)

ATTRIBUTABLE TO ENSCO $ (96.6) $ (14.4) $ 16.4 $ 111.9 $ (113.9) $ (96.6)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three Months Ended September 30, 2018
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

NET INCOME (LOSS) $ (145.0)  $ (15.1)  $ 3.6  $ (69.9)  $ 83.5  $ (142.9)
OTHER COMPREHENSIVE LOSS,

NET            
Net change in derivative fair value —  (1.9)  —  —  —  (1.9)
Reclassification of net losses on

derivative instruments from other
comprehensive loss into net
income (loss) —  .7  —  —  —  .7

Other —  —  —  (.1)  —  (.1)
NET OTHER COMPREHENSIVE

LOSS —  (1.2) — (.1) — (1.3)
COMPREHENSIVE INCOME (LOSS) (145.0)  (16.3) 3.6 (70.0) 83.5 (144.2)
COMPREHENSIVE INCOME

ATTRIBUTABLE TO
NONCONTROLLING INTERESTS —  —  —  (2.1)  —  (2.1)

COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO ENSCO $ (145.0)  $ (16.3) $ 3.6 $ (72.1) $ 83.5 $ (146.3)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three Months Ended September 30, 2017
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

NET INCOME (LOSS) $ (25.4)  $ (14.6)  $ 5.8  $ 36.3  $ (30.3)  $ (28.2)
OTHER COMPREHENSIVE

INCOME, NET           
Net change in derivative fair value —  1.7  —  —  —  1.7
Reclassification of net gains on

derivative instruments from other
comprehensive income into net
income (loss) —  (.1)  —  —  —  (.1)

Other —  —  —  .1  —  .1
NET OTHER COMPREHENSIVE

INCOME — 1.6 — .1 —  1.7
COMPREHENSIVE INCOME (LOSS) (25.4) (13.0) 5.8 36.4 (30.3)  (26.5)
COMPREHENSIVE LOSS

ATTRIBUTABLE TO
NONCONTROLLING INTERESTS —  —  —  2.8  —  2.8

COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO ENSCO $ (25.4) $ (13.0) $ 5.8 $ 39.2 $ (30.3) $ (23.7)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE LOSS

Nine Months Ended September 30, 2018
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride
International LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

NET LOSS $ (436.1)  $ (57.0)  $ (.4)  $ (216.7)  $ 276.7  $ (433.5)
OTHER COMPREHENSIVE

LOSS, NET           
Net change in derivative fair

value —  (6.8)  —  —  —  (6.8)
Reclassification of net gains on

derivative instruments from
other comprehensive loss to
net loss —  (2.2)  —  —  —  (2.2)

Other —  —  —  (.4)  —  (.4)
NET OTHER

COMPREHENSIVE LOSS — (9.0) — (.4) —  (9.4)
COMPREHENSIVE LOSS (436.1) (66.0) (.4) (217.1) 276.7  (442.9)
COMPREHENSIVE INCOME

ATTRIBUTABLE TO
NONCONTROLLING
INTERESTS —  —  —  (2.6)  —  (2.6)

COMPREHENSIVE LOSS
ATTRIBUTABLE TO ENSCO $ (436.1) $ (66.0) $ (.4) $ (219.7) $ 276.7 $ (445.5)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Nine Months Ended September 30, 2017
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride
International

LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

NET INCOME (LOSS) $ (96.6)  $ (14.4)  $ 16.4  $ 111.4  $ (113.9)  $ (97.1)
OTHER COMPREHENSIVE

INCOME, NET           
Net change in derivative fair

value —  7.7  —  —  —  7.7
Reclassification of net losses on

derivative instruments from
other comprehensive income
into net income (loss) —  1.1  —  —  —  1.1

Other —  —  —  .8  —  .8
NET OTHER

COMPREHENSIVE
INCOME — 8.8 — .8 — 9.6

COMPREHENSIVE INCOME
(LOSS) (96.6) (5.6) 16.4 112.2 (113.9) (87.5)
COMPREHENSIVE LOSS

ATTRIBUTABLE TO
NONCONTROLLING
INTERESTS —  —  —  .5  —  .5

COMPREHENSIVE INCOME
(LOSS) ATTRIBUTABLE TO
ENSCO $ (96.6) $ (5.6) $ 16.4 $ 112.7 $ (113.9) $ (87.0)
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEETS

September 30, 2018
(In millions)
(Unaudited)

  Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

ASSETS             
CURRENT ASSETS            

Cash and cash equivalents $ 146.7  $ —  $ 5.9  $ 43.4  $ —  $ 196.0
Short-term investments 434.0  —  —  —  —  434.0
Accounts receivable, net 3.5  —  —  345.0  —  348.5
Accounts receivable from affiliates 1,066.9  455.3  2.1  412.9  (1,937.2)  —
Other .3  30.1  —  373.6  —  404.0

Total current assets 1,651.4  485.4 8.0 1,174.9 (1,937.2) 1,382.5
PROPERTY AND EQUIPMENT, AT

COST 1.8  125.4  —  15,417.2  —  15,544.4
Less accumulated depreciation 1.8  87.7  —  2,723.3  —  2,812.8
Property and equipment, net —  37.7 — 12,693.9 — 12,731.6

DUE FROM AFFILIATES 3,150.1  430.8  150.0  2,173.6  (5,904.5)  —
INVESTMENTS IN AFFILIATES 8,710.2  3,669.6  1,175.7  —  (13,555.5)  —
OTHER ASSETS 8.8  139.0  —  —  (43.3)  104.5
 $ 13,520.5  $ 4,762.5 $ 1,333.7 $ 16,042.4 $ (21,440.5) $ 14,218.6

LIABILITIES AND SHAREHOLDERS' EQUITY         
CURRENT LIABILITIES            

Accounts payable and accrued
liabilities $ 80.9  $ 20.4  $ 4.6  $ 429.9  $ —  $ 535.8

Accounts payable to affiliates 50.0  443.2  19.1  1,424.9  (1,937.2)  —
Total current liabilities 130.9  463.6 23.7 1,854.8 (1,937.2) 535.8

DUE TO AFFILIATES 1,424.4  1,391.3  1,403.4  1,685.4  (5,904.5)  —
LONG-TERM DEBT 3,674.9  149.3  503.7  674.7  —  5,002.6
OTHER LIABILITIES .1  51.9  —  381.3  (43.3)  390.0
ENSCO SHAREHOLDERS'

EQUITY (DEFICIT) 8,290.2  2,706.4  (597.1)  11,448.4  (13,555.5)  8,292.4
NONCONTROLLING INTERESTS —  —  —  (2.2)  —  (2.2)

Total equity (deficit) 8,290.2  2,706.4 (597.1) 11,446.2 (13,555.5) 8,290.2
      $ 13,520.5  $ 4,762.5 $ 1,333.7 $ 16,042.4 $ (21,440.5) $ 14,218.6
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEETS

December 31, 2017
(In millions)

  Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
Guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

ASSETS             
CURRENT ASSETS            

Cash and cash equivalents $ 185.2  $ —  $ 25.6  $ 234.6  $ —  $ 445.4
Short-term investments 440.0  —  —  —  —  $ 440.0
Accounts receivable, net 6.9  .4  —  338.1  —  345.4
Accounts receivable from affiliates 351.8  492.7  —  424.3  (1,268.8)  —
Other —  8.8  —  372.4  —  381.2

Total current assets 983.9 501.9 25.6 1,369.4 (1,268.8) 1,612.0
PROPERTY AND EQUIPMENT, AT

COST 1.8  120.8  —  15,209.5  —  15,332.1
Less accumulated depreciation 1.8  77.1  —  2,379.5  —  2,458.4
Property and equipment, net  — 43.7 — 12,830.0 — 12,873.7

DUE FROM AFFILIATES 3,002.1  2,618.0  165.1  3,736.1  (9,521.3)  —
INVESTMENTS IN AFFILIATES 9,098.5  3,591.9  1,106.6  —  (13,797.0)  —
OTHER ASSETS 12.9  5.0  —  226.5  (104.2)  140.2
 $ 13,097.4 $ 6,760.5 $ 1,297.3 $ 18,162.0 $ (24,691.3) $ 14,625.9

LIABILITIES AND SHAREHOLDERS' EQUITY          
CURRENT LIABILITIES            

Accounts payable and accrued
liabilities $ 55.4  $ 39.0  $ 21.7  $ 642.4  $ —  $ 758.5

Accounts payable to affiliates 67.3  458.3  12.4  730.8  (1,268.8)  —
Total current liabilities 122.7 497.3 34.1 1,373.2 (1,268.8) 758.5

DUE TO AFFILIATES 1,402.9  3,559.2  753.9  3,805.3  (9,521.3)  —
LONG-TERM DEBT 2,841.8  149.2  1,106.0  653.7  —  4,750.7
OTHER LIABILITIES —  3.1  —  487.8  (104.2)  386.7
ENSCO SHAREHOLDERS'

EQUITY (DEFICIT) 8,730.0  2,551.7  (596.7)  11,844.1  (13,797.0)  8,732.1
NONCONTROLLING INTERESTS —  —  —  (2.1)  —  (2.1)

Total equity (deficit) 8,730.0  2,551.7 (596.7) 11,842.0 (13,797.0) 8,730.0
      $ 13,097.4  $ 6,760.5 $ 1,297.3 $ 18,162.0 $ (24,691.3) $ 14,625.9
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

Nine Months Ended September 30, 2018
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING ACTIVITIES            
Net cash provided by (used in)

operating activities of continuing
operations $ 19.7  $ (257.2)  $ (85.1)  $ 240.4  $ —  $ (82.2)

INVESTING ACTIVITIES            
Maturities of short-term investments 675.0  —  —  —  —  675.0
Purchases of short-term investments (669.0)  —  —  —  —  (669.0)
Additions to property and equipment —  —  —  (378.7)  —  (378.7)
Sale of affiliate debt 479.0  —  —  —  (479.0)  —
Purchase of affiliate debt (552.5)  —  —  —  552.5  —
Other —  —  —  10.0  —  10.0

Net cash used in investing
activities of continuing
operations (67.5)  — — (368.7) 73.5 (362.7)

FINANCING ACTIVITIES            
Proceeds from issuance of senior

notes 1,000.0  —  —  —  —  1,000.0
Reduction of long-term borrowings (159.9)  —  (537.8)  —  (73.5)  (771.2)
Debt issuance costs (17.0)  —  —  —  —  (17.0)
Cash dividends paid (13.4)  —  —  —  —  (13.4)
Advances from (to) affiliates (798.5)  257.2  603.2  (61.9)  —  —
Other (1.9)  —  —  (2.8)  —  (4.7)

Net cash provided by (used in)
financing activities 9.3  257.2 65.4 (64.7) (73.5) 193.7

Net cash provided by discontinued
operations —  —  —  2.5  — 2.5

Effect of exchange rate changes on cash
and cash equivalents —  —  —  (.7)  —  (.7)

NET DECREASE IN CASH AND
CASH EQUIVALENTS (38.5)  — (19.7) (191.2) — (249.4)

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 185.2  —  25.6  234.6  —  445.4

CASH AND CASH
EQUIVALENTS, END OF PERIOD $ 146.7  $ —  $ 5.9  $ 43.4  $ —  $ 196.0
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ENSCO PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

Nine Months Ended September 30, 2017
(In millions)
(Unaudited)

 Ensco plc  

ENSCO
International
Incorporated  

Pride International
LLC  

Other Non-
guarantor

Subsidiaries of
Ensco  

Consolidating
Adjustments  Total

OPERATING ACTIVITIES            
Net cash provided by (used in)

operating activities of continuing
operations $ (17.3)  $ (68.4)  $ (84.9)  $ 390.2  $ —  $ 219.6

INVESTING ACTIVITIES           
Maturities of short-term

investments 1,123.1  5.5  —  284.1  —  1,412.7
Purchases of short-term

investments (1,023.0)  —  —  (17.0)  —  (1,040.0)
Additions to property and

equipment —  —  —  (474.1)  —  (474.1)
Purchase of affiliate debt (316.3)  —  —  —  316.3  —
Other —  —  —  2.6  —  2.6

Net cash provided by (used in)
investing activities of
continuing operations (216.2)  5.5  —  (204.4)  316.3  (98.8)

FINANCING ACTIVITIES           
Reduction of long-term borrowings (220.7)  —  —  —  (316.3)  (537.0)
Cash dividends paid (9.4)  —  —  —  —  (9.4)
Debt issuance costs (5.5)  —  —  —  —  (5.5)
Advances from affiliates 95.1  62.9  85.6  (243.6)  —  —
Other (2.6)  —  —  (1.9)  —  (4.5)

Net cash provided by (used in)
financing activities (143.1)  62.9  85.6  (245.5)  (316.3)  (556.4)

Net cash used in discontinued
operations —  —  —  (.4)  —  (0.4)

Effect of exchange rate changes on
cash and cash equivalents —  —  —  .7  —  .7

NET INCREASE (DECREASE) IN
CASH AND CASH
EQUIVALENTS (376.6)  —  .7  (59.4)  —  (435.3)

CASH AND CASH
EQUIVALENTS, BEGINNING
OF PERIOD 892.6  —  19.8  247.3  —  1,159.7

CASH AND CASH
EQUIVALENTS, END OF
PERIOD $ 516.0  $ —  $ 20.5  $ 187.9  $ —  $ 724.4
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Item 2.   Management's Discussion and Analysis of Financial Condition and Results of Operations
    
Management's  Discussion  and  Analysis  of  Financial  Condition  and  Results  of  Operations  should  be  read  in  conjunction  with  the

accompanying unaudited consolidated financial statements as of September 30, 2018 and for the three-month and nine-month periods ended
September 30, 2018 and 2017 included elsewhere herein and with our annual report on Form 10-K for the year ended December 31, 2017 .
The following discussion and analysis contains forward-looking statements that involve risks and uncertainties. Our actual results may differ
materially  from those  anticipated in  these  forward-looking statements  as  a  result  of  certain  factors,  including those  set  forth  under  “Risk
Factors” in Item 1A of our annual report and elsewhere in this quarterly report. See “Forward-Looking Statements.”

EXECUTIVE SUMMARY

Our Business

We are one of the leading providers of offshore contract drilling services to the international oil and gas industry. We currently own
and operate an offshore drilling rig fleet of 56 rigs, with drilling operations in most of the strategic markets around the globe. We also have
three rigs  under  construction.  Inclusive  of  rigs  under  construction,  our  rig  fleet  includes 12  drillships, nine dynamically  positioned
semisubmersible rigs, three moored semisubmersible rigs and 35 jackup rigs. We operate the world's largest fleet amongst competitive rigs,
including one of the newest ultra-deepwater fleets in the industry and a leading premium jackup fleet.

Our Industry

Oil prices have increased significantly over the last year, with average prices remaining above $70 per barrel in each of the past two
quarters. While commodity prices have improved, we expect near-term market conditions to remain challenging and the recovery in demand
for  contract  drilling  services  to  be  gradual  with  different  segments  of  the  market  recovering  more  quickly  than  others.  In  addition  to  a
sustained increase in commodity prices, we believe further improvements in demand coupled with a reduction in rig supply are necessary to
generate meaningful increases in day rates.

While  industry  conditions  remain  challenging,  we  have  observed  improvements  in  the  shallow-water  market  as  higher  levels  of
customer demand and rig retirements have led to gradually increasing jackup utilization over the past year. Moreover, new floater contracts
and  open  tenders  have  increased  as  compared  to  a  year  ago  due  to  higher  commodity  prices  and  improved  break-even  economics  for
deepwater projects. Despite the increase in customer activity, recent contract awards have been subject to an extremely competitive bidding
process. The intense pressure on operating day rates in recent periods has resulted in low margin contracts. Therefore, we expect our results
from operations to continue to decline over the near-term as current contracts with above market rates expire and new contracts are executed
at lower rates.

Proposed Rowan Transaction

On October 7, 2018, Ensco plc and Rowan Companies plc ("Rowan") entered into an agreement that provides for the combination of
the two companies (the "Transaction Agreement"). Ensco has agreed to acquire the entire issued and to be issued share capital of Rowan in an
all-stock transaction (the "Transaction") by way of a scheme of arrangement to be undertaken by Rowan under Part 26 of the UK Companies
Act 2006.

Subject to the terms and conditions of the Transaction Agreement, each Class A ordinary share of Rowan will be converted into the
right  to  receive  2.215  Class  A  ordinary  shares  of  Ensco  plc.  We  estimate  the  total  consideration  to  be  delivered  in  the  Transaction  to  be
approximately  $2.3 billion , consisting of approximately  283 million of our shares based on the closing price of  $8.11 on October 22, 2018 .
The value of the Transaction consideration will fluctuate until the closing date based on changes in the price of our shares and the number of
shares of Rowan common stock outstanding.
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The  completion  of  the  Transaction  is  subject  to  various  closing  conditions,  including,  among  others,  (i)  the  receipt  of  certain
approvals  from the  Rowan  and  Ensco  shareholders,  including  approval  of  the  allotment  and  issuance  of  the  Transaction  consideration  by
Ensco's  shareholders,  (ii)  the  sanction  of  the  Transaction  by  the  High  Court  of  Justice  of  England  and  Wales,  (iii)  the  receipt  of  certain
required regulatory approvals or elapse of certain review periods with respect thereto, including those in the United States, United Kingdom
and Kingdom of Saudi Arabia, (iv) the absence of legal restraints prohibiting or restraining the Transaction and (v) the absence of any law or
order  reasonably expected to  result  in  the dissolution of  the Saudi  Aramco Offshore Drilling Company,  Rowan’s  joint  venture with Saudi
Aramco  (the  “ARO  JV”),  or  the  sale,  disposition,  forfeiture  or  nationalization  of  Rowan’s  interest  in  the  ARO  JV.  The  Transaction  is
expected to close during the first half of 2019, subject to satisfaction of all conditions to closing.

Liquidity Position

We remain focused on our liquidity and over the past several years have executed a number of financing transactions to improve our
financial position and manage our debt maturities. Based on our balance sheet, our contractual backlog and $2.0 billion available under our
Credit  Facility,  we  expect  to  fund  our  liquidity  needs,  including  contractual  obligations  and  anticipated  capital  expenditures,  as  well  as
working  capital  requirements,  from cash  and  short-term investments  and,  if  necessary,  funds  borrowed  under  our  Credit  Facility  or  other
future financing arrangements. We may rely on the issuance of debt and/or equity securities in the future to supplement our liquidity needs.

    
Cash and Debt

As  of September  30,  2018 ,  we  had $5.0  billion in  total  debt  outstanding,  representing  approximately 37.6% of  our  total
capitalization.  We also  had $630.0 million in  cash  and  cash  equivalents  and  short-term investments  and $2.0 billion of  undrawn capacity
under our Credit Facility.

In  January  2018,  we  issued $1.0  billion aggregate  principal  amount  of  unsecured 7.75% senior  notes  due  2026.  Net  proceeds  of
$983.5 million from the 2026 Notes were partially used to fund the repurchase and redemption of $237.6 million principal amount of our
8.50% senior notes due 2019, $328.0 million principal amount of our 6.875% senior notes due 2020 and $156.2 million principal amount of
our 4.70% senior notes due 2021. During the first quarter, we recognized a pre-tax loss from debt extinguishment of $19.0 million , net of
discounts, premiums, debt issuance costs and commissions.

Following  the  debt  offering,  repurchases  and  redemption,  our  only  debt  maturities  until  2024  are $122.9 million during 2020 and
$113.5 million during 2021.
 
Backlog

As of September 30, 2018 , our backlog was $2.1 billion as compared to $2.8 billion as of December 31, 2017 . Our backlog declined
primarily  due  to  revenues  realized  during  the  year,  partially  offset  by  new  contract  awards  and  contract  extensions.  As  current  contracts
expire,  we will  likely experience further  declines  in  backlog,  which will  result  in  a  decline in  revenues and operating cash flows over  the
near-term. Contract backlog was adjusted for drilling contracts signed or terminated after each respective balance sheet date but prior to filing
our annual and quarterly reports on February 27, 2018 and October 30, 2018 , respectively.
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BUSINESS ENVIRONMENT
 
Floaters

The floater contracting environment continues to be challenged due to limited demand, and excess newbuild supply. Floater demand
has declined significantly in recent years due to lower commodity prices which have caused our customers to reduce capital  expenditures,
resulting in the cancellation and delay of drilling programs. During the past several quarters, we have observed increased activity that may
translate into marginal improvements in near-term utilization; however, further improvements in demand and/or reductions in supply will be
necessary before meaningful increases in utilization and day rates are realized.

    
During the first quarter, we extended the contract for ENSCO 8503 by two wells and executed one-well and two-well contracts for

ENSCO 8505.

During  the  second  quarter,  we  extended  the  contract  for  ENSCO  DS-12  by  approximately  45  days.  Additionally,  our  customer
terminated the contract for ENSCO 8504 due to force majeure.

During the third quarter, we executed a one-well contract for ENSCO DS-9 that is expected to commence in January 2019 offshore
French Guiana, a two-well contract for ENSCO DS-12 that is expected to commence in April 2019 offshore Senegal, an eight-well contract
for ENSCO 8505 that is expected to commence in January 2019 in the U.S. Gulf of Mexico and a one-well contract for ENSCO 8504 that is
expected to commence in April 2019 offshore Japan. We also executed a 100-day contract for ENSCO 8503 that is expected to commence in
November 2018 offshore Mexico, replacing a previously reported 100-day contract in the U.S. Gulf of Mexico

During the second and third quarters, we sold ENSCO 7500, and ENSCO 5005 and ENSCO 6001, respectively. All three rig sales
were sold for scrap value resulting in insignificant pre-tax gains and losses included in our condensed consolidated statements of operations.

There are approximately 45 newbuild drillships and semisubmersible rigs reported to be under construction, of which approximately
25 are scheduled to be delivered by the end of 2019. Nearly all newbuild floaters are uncontracted. Several newbuild deliveries have already
been delayed into future years, and we expect that more uncontracted newbuilds will be delayed or cancelled.

Drilling  contractors  have  retired  approximately 120 floaters  since  the  beginning  of  the  downturn.  Approximately 25 floaters older
than 30 years of age are currently idle, approximately ten additional floaters older than 30 years have contracts that will expire by year-end
2018 without follow-on work and a further approximately ten floaters between 15 and 30 years old have been idle for more than two years.
Operating  costs  associated  with  keeping  these  rigs  idle  as  well  as  expenditures  required  to  re-certify  these  aging  rigs  may  prove  cost
prohibitive. Drilling contractors will likely elect to scrap or cold-stack some or all of these rigs.

Jackups

Demand for jackups has improved with increased tendering activity observed in the past several quarters off historic lows; however,
day rates remain depressed due to the oversupply of rigs.

During the first quarter, we executed a seven-well contract for ENSCO 72, a three-well extension and a one-well contract for ENSCO
101 and a one-well extension for ENSCO 121. We also executed two short-term contracts for ENSCO 68.

During the second quarter, we executed three-year contracts with Saudi Aramco for ENSCO 140, ENSCO 141 and ENSCO 108 for
drilling operations offshore Saudi Arabia. ENSCO 140 and ENSCO 141 commenced drilling operations during July 2018 and August 2018,
respectively, and ENSCO 108 is excepted to commence drilling operations during the fourth quarter. We also executed a ten-month contract
for ENSCO 115 and short-term contracts
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and extensions for ENSCO 75, ENSCO 87, ENSCO 121 and ENSCO 122. The ENSCO 115 contact is expected to commence during the first
quarter of 2019.

During the third quarter,  we executed a  nine-month contract  extension for  ENSCO 75 and short-term contracts  and extensions for
ENSCO 68, ENSCO 72, ENSCO 87, ENSCO 102, ENSCO 121 and ENSCO 122.

During the second and third quarters, we sold ENSCO 81 and ENSCO 82, and ENSCO 80, respectively. All three rig sales were sold
for scrap value resulting in insignificant pre-tax gains and losses included in our condensed consolidated statements of operations.

There are approximately 85 newbuild jackup rigs reported to be under construction, of which approximately 60 are scheduled to be
delivered by the end of 2019. All newbuild jackups are uncontracted. Over the past year, some jackup orders have been cancelled, and many
newbuild jackups have been delayed. We expect that additional rigs may be delayed or cancelled given limited contracting opportunities.

Drilling contractors have retired approximately 85 jackups since the beginning of  the downturn.  Approximately 100 jackups older
than 30 years are idle and approximately 35 jackups that are 30 years or older have contracts expiring by the end of 2018 without follow-on
work. Expenditures required to re-certify these aging rigs may prove cost prohibitive and drilling contractors may instead elect to scrap or
cold-stack these rigs. We expect jackup scrapping and cold-stacking to continue into 2019.

Divestitures

Our business strategy has been to focus on ultra-deepwater floater and premium jackup operations and deemphasize other assets and
operations that are not part of our long-term strategic plan or that no longer meet our standards for economic returns.  Consistent with our
fleet high-grading strategy, we recently scrapped three floaters and three jackup rigs, all of which were older, less capable assets.

We continue to focus on our fleet management strategy in light of the new composition of our rig fleet. As part of this strategy, we
may act opportunistically from time to time to monetize assets to enhance shareholder value and improve our liquidity profile, in addition to
selling or disposing of older, lower-specification or non-core rigs.
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RESULTS OF OPERATIONS
 

The following table summarizes our condensed consolidated results of operations for the three-month and nine-month periods ended
September 30, 2018 and 2017 (in millions):

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Revenues $ 430.9  $ 460.2  $ 1,306.4  $ 1,388.8
Operating expenses        

Contract drilling (exclusive of depreciation) 327.1  285.8  996.6  855.2
Depreciation 120.6  108.2  356.5  325.3
General and administrative 25.1  30.4  79.1  86.9

Operating income (loss) (41.9)  35.8  (125.8)  121.4
Other expense, net (77.7)  (40.4)  (233.2)  (151.3)
Provision for income taxes 23.3  23.4  66.4  66.8
Loss from continuing operations (142.9)  (28.0)  (425.4)  (96.7)
Loss from discontinued operations, net —  (.2)  (8.1)  (.4)
Net loss (142.9)  (28.2)  (433.5)  (97.1)
Net (income) loss attributable to noncontrolling interests (2.1)  2.8  (2.6)  0.5
Net loss attributable to Ensco $ (145.0)  $ (25.4)  $ (436.1)  $ (96.6)
 

Revenues declined $29.3 million ,  or 6% ,  for  the three-month period ended September  30,  2018 ,  as  compared  to  the  prior  year
quarter, primarily due to the sale of ENSCO 6001 and lower average day rates, partially offset by the addition of Atwood rigs to the fleet and
the  commencement  of  ENSCO  DS-10,  and  ENSCO  140  and  ENSCO  141  drilling  operations  during  the  first  and  third  quarters  of  2018,
respectively.

For  the nine-month period  ended September  30,  2018 ,  revenues  declined $82.4  million ,  or 6% ,  as  compared  to  the  prior  year
period, primarily due to lower average day rates and the sale of ENSCO 6001, ENSCO 80 and ENSCO 52, all of which operated during the
prior  year  period.  This  decline  was  partially  offset  by the  addition of  Atwood rigs  to  the  fleet  and the  commencement  of  ENSCO DS-10,
ENSCO 140 and ENSCO 141 drilling operations.

Contract  drilling  expense  increased $41.3  million ,  or 14% ,  and $141.4  million ,  or 17% ,  for  the three-month and nine-month
periods ended September 30, 2018 , as compared to the prior year periods, primarily due to the addition of Atwood rigs to the fleet and the
commencement  of  ENSCO DS-10,  ENSCO 140  and  ENSCO 141  drilling  operations.  This  increase  was  partially  offset  by  costs  incurred
during the prior year to settle a previously disclosed legal contingency and the sale of ENSCO 6001, ENSCO 80 and ENSCO 52.

Depreciation  expense  increased $12.4 million ,  or 11% ,  and $31.2 million ,  or 10% ,  respectively,  for  the three-month and nine-
month periods ended September 30, 2018 , as compared to the prior periods, primarily due to the addition of Atwood rigs to the fleet and the
commencement of ENSCO DS-10, ENSCO 140 and ENSCO 141 drilling operations. This increase was partially offset by lower depreciation
expense on certain non-core assets which were impaired to scrap value during the fourth quarter of 2017.

General and administrative expenses declined by $5.3 million , or 17% , and $7.8 million , or 9% , respectively, for the three-month
and nine-month periods ended September 30, 2018 , primarily due to lower Merger-related costs.

Other  expense,  net,  increased $37.3  million for  the three-month period  ended September  30,  2018 ,  primarily  due  to  higher  net
interest  expense  due  to  higher  debt  balances  and  average  interest  rates  resulting  from the  debt  transactions  we  undertook  during  the  first
quarter of 2018 and lower capitalized interest due to the commencement of
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ENSCO DS-10 drilling operations. Additionally, we recognized measurement period adjustments related to the Merger resulting in a decline
to the bargain purchase gain of $6.5 million during the quarter.

Other expense, net, increased $81.9 million for the nine-month period ended September 30, 2018 , primarily due to higher net interest
expense resulting from the debt transactions we undertook during the first quarter of 2018 and the related pre-tax loss on debt extinguishment,
lower capitalized interest due to the commencement of ENSCO DS-10 drilling operations and foreign currency losses. These increases were
partially  offset  by  higher  capitalized  interest  on  ENSCO  123  resulting  from  a  milestone  payment  in  the  first  quarter  of  2018,  and
measurement period adjustments related to the Merger resulting in additional bargain purchase gain of $1.8 million during the period.

Loss  from discontinued operations,  net,  for  the nine-month period ended September  30,  2018 included a $7.5 million discrete tax
expense related to the sale of ENSCO 7500 in April 2018.
 
Rig Counts, Utilization and Average Day Rates
 

The following table summarizes our offshore drilling rigs by reportable segment, rigs under construction and rigs held-for-sale as of
September 30, 2018 and 2017 :

 2018  2017
Floaters (1)(2) 22  20
Jackups (2)(3) 34  32
Under construction (4) 3  1
Held-for-sale (2) (5) —  1
Total 59  54

(1)  During the fourth quarter of 2017, we added ENSCO DS-11, ENSCO DS-12, ENSCO DPS-1 and ENSCO MS-1 from the Merger.
(2)  During the first quarter of 2018, we classified ENSCO 5005, ENSCO 81 and ENSCO 82 as held-for-sale. During the second quarter

of 2018, we classified ENSCO 6001 and ENSCO 80 as held-for-sale.
(3)  During the fourth quarter of 2017, we added ENSCO 111, ENSCO 112, ENSCO 113, ENSCO 114 and ENSCO 115 from the Merger.
(4)  During  the  fourth  quarter  of  2017,  we  added  ENSCO  DS-13  and  ENSCO  DS-14  from  the  Merger,  both  of  which  are  under

construction.
(5)  During the second quarter  of  2018,  we sold ENSCO 7500, ENSCO 81 and ENSCO 82. During the third quarter  of  2018,  we sold

ENSCO 5005, ENSCO 6001 and ENSCO 80.
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The following table summarizes our rig utilization and average day rates by reportable segment for the three-month and nine-month
periods ended September 30, 2018 and 2017 :

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Rig Utilization (1)        
Floaters 46%  46%  47%  45%
Jackups 66%  60%  64%  63%
Total 58%  55%  58%  56%
Average Day Rates (2)        
Floaters $ 239,196  $ 334,218  $ 245,617  $ 336,445
Jackups 79,921  88,272  77,365  87,711
Total $ 128,581  $ 165,623  $ 132,169  $ 159,158

 
(1)  Rig utilization is derived by dividing the number of days under contract by the number of days in the period. Days under contract

equals the total number of days that rigs have earned and recognized day rate revenue, including days associated with early contract
terminations, compensated downtime and mobilizations. When revenue is earned but is deferred and amortized over a future period,
for  example,  when  a  rig  earns  revenue  while  mobilizing  to  commence  a  new contract  or  while  being  upgraded  in  a  shipyard,  the
related days are excluded from days under contract.

For newly-constructed or acquired rigs, the number of days in the period begins upon commencement of drilling operations for rigs
with a contract or when the rig becomes available for drilling operations for rigs without a contract.

(2)  Average day rates are derived by dividing contract drilling revenues, adjusted to exclude certain types of non-recurring reimbursable
revenues, lump-sum revenues and revenues attributable to amortization of drilling contract intangibles, by the aggregate number of
contract  days,  adjusted  to  exclude  contract  days  associated  with  certain  mobilizations,  demobilizations,  shipyard  contracts  and
standby contracts.  

Operating Income
 

Our business consists of three operating segments: (1) Floaters, which includes our drillships and semisubmersible rigs, (2) Jackups
and (3) Other, which currently consists of management services on rigs owned by third-parties. Our two reportable segments, Floaters and
Jackups, provide one service, contract drilling.

Segment information is presented below (in millions).  General and administrative expense and depreciation expense incurred by our
corporate  office  are  not  allocated  to  our  operating  segments  for  purposes  of  measuring  segment  operating  income  and  were  included  in
"Reconciling Items."
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Three Months Ended September 30, 2018

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  Consolidated Total
Revenues $ 241.8  $ 173.3  $ 15.8  $ 430.9  $ —  $ 430.9
Operating expenses            

Contract drilling (exclusive
of depreciation) 175.6  136.4  15.1  327.1  —  327.1
Depreciation 77.8  39.3  —  117.1  3.5  120.6
General and administrative —  —  —  —  25.1  25.1

Operating income (loss) $ (11.6)  $ (2.4)  $ 0.7  $ (13.3)  $ (28.6)  $ (41.9)

Three Months Ended September 30, 2017

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  Consolidated Total
Revenues $ 291.9  $ 153.1  $ 15.2  $ 460.2  $ —  $ 460.2
Operating expenses            

Contract drilling (exclusive
of depreciation) 139.1  132.9  13.8  285.8  —  285.8
Depreciation 72.7  31.6  —  104.3  3.9  108.2
General and administrative —  —  —  —  30.4  30.4

Operating income (loss) $ 80.1  $ (11.4)  $ 1.4  $ 70.1  $ (34.3)  $ 35.8

Nine Months Ended September 30, 2018

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  Consolidated Total
Revenues $ 785.7  $ 475.4  $ 45.3  $ 1,306.4  $ —  $ 1,306.4
Operating expenses            

Contract drilling (exclusive of
depreciation) 564.4  390.1  42.1  996.6  —  996.6
Depreciation 233.9  112.3  —  346.2  10.3  356.5
General and administrative —  —  —  —  79.1  79.1

Operating income (loss) $ (12.6)  $ (27.0)  $ 3.2  $ (36.4)  $ (89.4)  $ (125.8)

Nine Months Ended September 30, 2017

 Floaters  Jackups  Other  
Operating

Segments Total  Reconciling Items  Consolidated Total
Revenues $ 840.7  $ 503.8  $ 44.3  $ 1,388.8  $ —  $ 1,388.8
Operating expenses            

Contract drilling (exclusive
of depreciation) 431.1  383.8  40.3  855.2  —  855.2
Depreciation 217.5  95.3  —  312.8  12.5  325.3
General and administrative —  —  —  —  86.9  86.9

Operating income $ 192.1  $ 24.7  $ 4.0  $ 220.8  $ (99.4)  $ 121.4
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Floaters

Floater  revenue  declined $50.1 million ,  or 17% ,  and $55.0 million ,  or 7% ,  for  the three-month  and  nine-month periods ended
September 30, 2018 , respectively, as compared to the prior year periods, primarily due to lower average day rates and the sale of ENSCO
6001.  The  decline  was  partially  offset  by  the  addition  of  Atwood  rigs  to  the  fleet  and  the  commencement  of  ENSCO  DS-10  drilling
operations during the first quarter of 2018.

Floater contract drilling expense increased $36.5 million , or 26% , and $133.3 million , or 31% , for the three-month and nine-month
periods ended September 30, 2018 , respectively, as compared to the prior year periods, primarily due to the addition of Atwood rigs to the
fleet  and  the  commencement  of  ENSCO  DS-10  drilling  operations.  The  increase  was  partially  offset  by  the  sale  of  ENSCO  6001,  costs
incurred in the prior year to settle a previously disclosed legal contingency and rig stackings in the current period.

Floater depreciation expense increased $5.1 million , or 7% , and 16.4 million , or 8% , for the three-month and nine-month periods
ended September  30,  2018 ,  as  compared  to  the  prior  year  periods,  primarily  due  to  the  addition  of  Atwood  rigs  and  the  commencement
ENSCO DS-10 drilling operations. The increase was partially offset by lower depreciation expense on non-core assets which were impaired
to scrap during the fourth quarter of 2017.

Jackups

Jackup revenues increased $20.2 million , or 13% , for the three-month period ended September 30, 2018 , primarily due to more
days under contract across the fleet, commencement of ENSCO 140 and ENSCO 141 drilling operations and the addition of Atwood rigs to
the fleet. The increase was partially offset by the sale of ENSCO 80 and ENSCO 52 and lower average day rates.

Jackup  revenues  declined $28.4  million ,  or 6% ,  for  the nine-month period  ended September  30,  2018 ,  primarily  due  to  lower
average day rates and certain termination fees recognized during the prior year period. These declines were partially offset by the addition of
Atwood rigs to the fleet and commencement of ENSCO 140 and ENSCO 141 drilling operations.

Jackup  contract  drilling  expense  increased $3.5 million ,  or 3% ,  and $6.3 million ,  or 2% ,  for  the three-month and nine-month
periods  ended September  30,  2018 ,  respectively,  as  compared  to  the  prior  year  periods.  The  increases  were  primarily  due  to  contract
commencements for ENSCO 140 and ENSCO 141 and the addition of Atwood rigs to the fleet, partially offset by the sale of ENSCO 52 and
ENSCO 80.

Jackup depreciation expense for the three-month and nine-month period ended September 30, 2018 increased $7.7 million , or 24% ,
and $17.0 million , or 18% , respectively, as compared to the prior year periods, primarily due to the addition of Atwood rigs to the fleet and
the commencement of ENSCO 140 and ENSCO 141 drilling operations. These increases were partially offset by lower depreciation on non-
core assets which were impaired to scrap during the fourth quarter of 2017.
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Other Income (Expense)
 

The following table summarizes other income (expense) for the three-month and nine-month periods ended September 30, 2018 and
2017  (in millions):

 
Three Months Ended 

September 30,  
Nine Months Ended 

September 30,
 2018  2017  2018  2017
Interest income $ 3.6  $ 7.5  $ 10.5  $ 22.3
Interest expense, net:       

Interest expense (87.3)  (72.6)  (258.2)  (221.9)
Capitalized interest 15.1  24.5  44.7  54.9

 (72.2)  (48.1)  (213.5)  (167.0)
Other, net (9.1)  .2  (30.2)  (6.6)
 $ (77.7)  $ (40.4)  $ (233.2)  $ (151.3)
 

Interest income for the three-month and nine-month periods ended September 30, 2018 declined as compared to the prior year periods
as a result of lower average short-term investment balances.

Interest  expense  for  the three-month and nine-month periods  ended September  30,  2018 increased  as  compared  to  the  prior  year
periods due to higher average debt balances and interest  rates resulting from the debt transactions we undertook during the first  quarter of
2018. Interest expense capitalized during the three-month and nine-month periods ended September 30, 2018 declined as compared to the
prior year periods due to a decline in the amount of capital invested in newbuild construction, primarily resulting from the commencement of
ENSCO DS-10 drilling operations.

Other expense, net, for the three-month period ended September 30, 2018 included foreign currency losses as discussed below and
measurement period adjustments related to the Merger resulting in a $6.5 million decline in bargain purchase gain.

Other  expense,  net,  for  the nine-month period  ended September  30,  2018 included  a  pre-tax  loss  of $19.0  million related  to  the
repurchase and redemption of senior notes during the first quarter of 2018 and foreign currency losses as discussed below. These losses were
partially offset by measurement period adjustments related to the Merger resulting in $1.8 million of additional bargain purchase gain.

Other expense, net, for the nine-month period ended September 30, 2017 included a pre-tax loss of $6.2 million related to the January
2017 debt exchange transaction.

Our functional currency is the U.S. dollar, and a portion of the revenues earned and expenses incurred by certain of our subsidiaries
are denominated in currencies other than the U.S. dollar. These transactions are remeasured in U.S. dollars based on a combination of both
current  and historical  exchange rates.  Net  foreign currency exchange losses of $3.2 million and $15.2 million ,  inclusive of  offsetting fair
value derivatives, were included in other, net, for the three-month and nine-month periods ended September 30, 2018 , respectively. These
losses  were  primarily  attributable  to  the  Brazilian  real  and  Angolan  Kwanza.  Net  foreign  currency  exchange losses of $800,000 and $4.9
million ,  inclusive  of  offsetting  fair  value  derivatives,  were  included  in  other,  net,  for  the three-month  and  nine-month periods  ended
September 30, 2017 , respectively.
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Provision for Income Taxes
 

Ensco  plc,  our  parent  company,  is  domiciled  and  resident  in  the  U.K.  Our  subsidiaries  conduct  operations  and  earn  income  in
numerous  countries  and are  subject  to  the  laws  of  taxing  jurisdictions  within  those  countries.  The  income of  our  non-U.K.  subsidiaries  is
generally not subject to U.K. taxation. Income tax rates imposed in the tax jurisdictions in which our subsidiaries conduct operations vary, as
does the tax base to which the rates are applied. In some cases, tax rates may be applicable to gross revenues, statutory or negotiated deemed
profits or other bases utilized under local tax laws, rather than to net income.

Our drilling rigs frequently move from one taxing jurisdiction to another to perform contract drilling services. In some instances, the
movement of our drilling rigs among taxing jurisdictions will involve the transfer of ownership of the drilling rigs among our subsidiaries. As
a result of frequent changes in the taxing jurisdictions in which our drilling rigs are operated and/or owned, changes in the overall level of our
income and changes in tax laws, our consolidated effective income tax rate may vary substantially from one reporting period to another. In
periods of declining profitability, our income tax expense may not decline proportionally with income, which could result in higher effective
income tax rates. Further, we may continue to incur income tax expense in periods in which we operate at a loss.

Discrete income tax benefit for the three-month period ended September 30, 2018 was $7.9 million and was primarily attributable to
an election under recently  issued U.S.  Treasury Regulations not  to  apply U.S.  2017 operating losses to  deemed repatriated income,  which
provided for utilization of foreign tax credits that were subject to valuation allowance, and U.S. tax reform, partially offset by discrete tax
expense related to the settlement of previously disclosed arbitration proceedings, rig sales and unrecognized tax benefits associated with tax
positions taken in prior years. Discrete income tax expense for the three-month period ended September 30, 2017 was $3.2 million primarily
attributable to the sale of a rig and resolutions of prior year tax matters. Excluding the aforementioned discrete tax items, income tax expense
for  the  three-month  periods  ended September  30,  2018 and  2017  was $31.2  million and $20.2  million ,  respectively.  The $11.0  million
increase  in  income tax  expense  as  compared to  the  prior  year  period was  primarily  due  to  U.S.  tax  reform and an  increase  in  the  relative
components of  our earnings,  excluding discrete items,  generated in tax jurisdictions with higher tax rates,  partially offset  by overall  lower
income levels.

Discrete income tax benefit for the nine-month period ended September 30, 2018 was $19.1 million and was primarily attributable to
an election under recently  issued U.S.  Treasury Regulations not  to  apply U.S.  2017 operating losses to  deemed repatriated income,  which
provided  for  utilization  of  foreign  tax  credits  that  were  subject  to  valuation  allowance,  U.S.  tax  reform  and  a  restructuring  transaction,
partially offset by discrete tax expense related to the settlement of previously disclosed arbitration proceedings, repurchase and redemption of
senior notes, unrecognized tax benefits associated with tax positions taken in prior years and rig sales. Discrete income tax expense for the
nine-month period ended September 30, 2017 was $13.0 million and was primarily attributable to the exchange offers and debt repurchase,
rig  sales,  a  restructuring  transaction,  settlement  of  a  previously  disclosed  legal  contingency,  the  effective  settlement  of  a  liability  for
unrecognized tax benefits  associated with a tax position taken in prior years and other resolutions of prior year tax matters.  Excluding the
aforementioned discrete tax items, income tax expense for the nine-month periods ended September 30, 2018 and 2017 was $85.5 million and
$53.8 million , respectively. The $31.7 million increase in income tax expense as compared to the prior year period was primarily due to U.S.
tax reform and an increase in the relative components of our earnings, excluding discrete items, generated in tax jurisdictions with higher tax
rates, partially offset by overall lower income levels.
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LIQUIDITY AND CAPITAL RESOURCES

We remain focused on our liquidity and over the past several years have executed a number of financing transactions to improve our
financial position and manage our debt maturities. In recent periods, a substantial portion of our cash has been utilized to repurchase debt and
invest in the expansion and enhancement of our fleet of drilling rigs through newbuild construction, acquisitions and upgrade projects. We
expect that our cash and short-term investments will primarily be used to fund capital expenditures and service our debt during 2018 and into
2019.

Based  on  our  balance  sheet,  our  contractual  backlog  and $2.0  billion available  under  our  Credit  Facility,  we  expect  to  fund  our
liquidity needs, including contractual obligations and anticipated capital expenditures, as well as working capital requirements, from cash and
short-term investments and, if necessary, funds borrowed under our Credit Facility or other future financing arrangements. We may rely on
the issuance of debt and/or equity securities in the future to supplement our liquidity needs.     

In  January  2018,  we  issued $1.0  billion aggregate  principal  amount  of  unsecured 7.75% senior  notes  due  2026.  Net  proceeds  of
$983.5 million from the 2026 Notes were partially used to fund the repurchase and redemption of $237.6 million principal amount of our
8.50% senior notes due 2019, $328.0 million principal amount of our 6.875% senior notes due 2020 and $156.2 million principal amount of
our 4.70% senior notes due 2021.

Our Board of Directors declared a $0.01 quarterly cash dividend during the third quarter. Our Credit Facility prohibits us from paying
dividends in excess of $0.01 per share per fiscal quarter. Dividends in excess of this amount would require the amendment or waiver of such
provisions. The declaration and amount of future dividends is at the discretion of our Board of Directors. In the future, our Board of Directors
may, without advance notice, determine to suspend our dividend in order to maintain our financial flexibility and best position us for long-
term success.

During the nine-month period ended September 30, 2018 , our primary source of cash was $1.0 billion in proceeds from the issuance
of senior notes. Our primary uses of cash for the same period were $771.2 million for the repurchase and redemption of outstanding debt,
$378.7 million for the construction, enhancement and other improvements of our drilling rigs and $82.2 million for operating activities.

During the nine-month period ended September 30, 2017 , our primary sources of cash were net maturities of short-term investments
of $372.7 million and $219.6 million generated from operating activities  of  continuing operations.  Our primary uses  of  cash for  the same
period were $537.0 million for the repurchase of debt and $474.1 million for the construction, enhancement and other improvements of our
drilling rigs.

Cash Flow and Capital Expenditures
 

Our  cash  flow  from  operating  activities  of  continuing  operations  and  capital  expenditures  for  the nine-month periods  ended
September 30, 2018 and 2017 were as follows (in millions):

 2018  2017
Net cash provided by (used in) operating activities of continuing operations $ (82.2)  $ 219.6
Capital expenditures    

New rig construction $ 309.4  $ 397.8
Rig enhancements 33.6  25.6
Minor upgrades and improvements 35.7  50.7

 $ 378.7  $ 474.1
    
Cash  flows  from  operating  activities  of  continuing  operations  declined $301.8  million as  compared  to  the  prior  year  period  due

primarily to declining margins and higher cash interest expense due to the debt financing transactions we undertook during the first quarter of
2018. As challenging industry conditions persist, and our remaining above-market, older contracts expire and utilization increases with the
execution of new market-rate contracts, our operating cash flows are expected to decline over the near-term.
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We currently have one premium jackup rig under construction, ENSCO 123, which is scheduled for delivery during the first quarter

of 2019. In January 2018, we made a milestone payment of $207.4 million which was invoiced and included in accounts payable - trade as of
December 31, 2017 on our condensed consolidated balance sheet. We also have two ultra-deepwater drillships under construction, ENSCO
DS-13 and ENSCO DS-14,  which are scheduled for  delivery in September  2019 and June 2020,  respectively,  or  such earlier  date that  we
elect to take delivery with 45 days' notice. In June 2018, we paid an interim milestone payment of $15.0 million on ENSCO DS-14.

The following table summarizes the cumulative amount of contractual payments made as of September 30, 2018 for our rigs under
construction and estimated timing of our remaining contractual payments (in millions):

  
Cumulative Paid

(1)  Remaining 2018  2019  2020  Total (2)

ENSCO 123  $ 276.0  $ 1.8  $ 7.6  $ —  $ 285.4
ENSCO DS-13 (3)  —  —  83.9  —  83.9
ENSCO DS-14 (3)  15.0  —  —  165.0  180.0
  $ 291.0  $ 1.8  $ 91.5  $ 165.0  $ 549.3

(1)  Cumulative paid represents the aggregate amount of contractual payments made from commencement of the construction agreement
through September 30, 2018 . Contractual payments made by Atwood prior to the Merger for ENSCO DS-13 and ENSCO DS-14 are
excluded.
 

(2)  Total  commitments  are  based  on  fixed-price  shipyard  construction  contracts,  exclusive  of  costs  associated  with  commissioning,
systems integration testing, project management, holding costs and interest.
 

(3)  The remaining milestone payments for ENSCO DS-13 and ENSCO DS-14 bear interest at a rate of 4.5% per annum, which accrues
during the holding period until delivery. Delivery is scheduled for September 2019 and June 2020 for ENSCO DS-13 and ENSCO
DS-14,  respectively.  Upon  delivery,  the  remaining  milestone  payments  and  accrued  interest  thereon  may  be  financed  through  a
promissory note with the shipyard for each rig. The promissory notes will bear interest at a rate of 5% per annum with a maturity date
of December 30, 2022 and will be secured by a mortgage on each respective rig. The remaining milestone payments for ENSCO DS-
13 and ENSCO DS-14 are included in the table above in the period in which we expect to take delivery of the rig. However, we may
elect to execute the promissory notes and defer payment until December 2022.

The actual timing of these expenditures may vary based on the completion of various construction milestones, which are, to a large
extent, beyond our control.

Based on our current projections, we expect capital expenditures during 2018 to include approximately $370.0 million for newbuild
construction,  approximately $50.0  million for  rig  enhancement  projects  and  approximately $55.0  million  for  minor  upgrades  and
improvements. Depending on market conditions and future opportunities,  we may make additional capital expenditures to upgrade rigs for
customer requirements and construct or acquire additional rigs.

Financing and Capital Resources

Senior Notes

On January 26, 2018, we issued $1.0 billion aggregate principal amount of unsecured 7.75% senior notes due 2026 at par. Interest on
the 2026 Notes is payable semiannually on February 1 and August 1 of each.
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Tender Offers and Redemption

Concurrent with the issuance of the 2026 Notes in January 2018, we launched cash tender offers for up to $985.0 million aggregate
principal  amount  on  certain  series  of  our  senior  notes  issued  by  us  and  Pride,  our  wholly-owned  subsidiary.  The  tender  offers  expired
February 7, 2018, and we repurchased $182.6 million of our 8.50% senior notes due 2019, $256.6 million of our 6.875% senior notes due
2020 and $156.2 million of our 4.70% senior notes due 2021. Subsequently,  we issued a redemption notice for the remaining outstanding
$55.0 million principal amount of the 8.50% senior notes due 2019 and repurchased $71.4 million principal amount of our senior notes due
2020.

The following table sets forth the total principal amounts repurchased as a result of the tender offers, redemption and repurchase (in
millions):

  
Aggregate Principal

Amount Repurchased  
Aggregate Repurchase

Price (1)

8.50% Senior notes due 2019  $ 237.6  $ 256.8
6.875% Senior notes due 2020  328.0  354.7
4.70% Senior notes due 2021  156.2  159.7
Total  $ 721.8  $ 771.2

(1)  Excludes accrued interest paid to holders of the repurchased senior notes.

During the first quarter of 2018, we recognized a pre-tax loss from debt extinguishment of $19.0 million , net of discounts, premiums,
debt issuance costs and commissions.

Maturities

Following the January 2018 debt offering, repurchases and redemption, our only debt maturities until 2024 are $122.9 million during
2020 and $113.5 million during 2021.

Debt to Capital

Our total debt, total capital and total debt to total capital ratios are summarized below (in millions, except percentages):

 
September 30, 

2018  
December 31, 

2017
Total debt $ 5,002.6  $ 4,750.7
Total capital (1) $ 13,295.0  $ 13,482.8
Total debt to total capital 37.6%  35.2%

(1)  Total capital consists of total debt and Ensco shareholders' equity.

Revolving Credit Facility

We have a $2.0 billion senior unsecured revolving credit facility with a syndicate of banks to be used for general corporate purposes.
Our  borrowing  capacity  is $2.0 billion through  September  2019  and  declines  to $1.3 billion through  September  2020  and  to $1.2 billion
through  September  2022.  The  credit  agreement  governing  the  Credit  Facility  includes  an  accordion  feature  allowing  us  to  increase  the
commitments expiring in September 2022 up to an aggregate amount not to exceed $1.5 billion .
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Advances  under  the  Credit  Facility  bear  interest  at  Base  Rate  or  LIBOR  plus  an  applicable  margin  rate,  depending  on  our  credit
ratings. We are required to pay a quarterly commitment fee on the undrawn portion of the $2.0 billion commitment, which is also based on
our credit rating.

In  January  2018,  Moody's  downgraded  our  senior  unsecured  bond  credit  rating  from  B2  to  B3.  The  rating  actions  resulted  in  an
increase  to  the  interest  rates  applicable  to  our  borrowings  and  the  quarterly  commitment  fee  on  the  undrawn  portion  of  the $2.0  billion
commitment.  The applicable  margin rates  are 3.00% per  annum for  Base  Rate  advances  and 4.00% per annum for LIBOR advances.  The
quarterly commitment fee is 0.75% per annum on the undrawn portion of the $2.0 billion commitment.

The Credit  Facility requires us to maintain a total  debt to total  capitalization ratio that is  less than or equal to 60% and to provide
guarantees from certain of our rig-owning subsidiaries sufficient to meet certain guarantee coverage ratios. The Credit Facility also contains
customary restrictive covenants, including, among others, prohibitions on creating, incurring or assuming certain debt and liens (subject to
customary  exceptions,  including  a  permitted  lien  basket  that  permits  us  to  raise  secured  debt  up  to  the  lesser  of $750 million or 10% of
consolidated tangible net worth (as defined in the Credit Facility)); entering into certain merger arrangements; selling, leasing, transferring or
otherwise disposing of  all  or  substantially  all  of  our  assets;  making a  material  change in  the nature  of  the business;  paying or  distributing
dividends  on our  ordinary  shares  (subject  to  certain  exceptions,  including the  ability  to  continue paying a  quarterly  dividend of $0.01 per
share); borrowings, if after giving effect to such borrowings and the application of the proceeds thereof, the aggregate amount of available
cash (as defined in the Credit Facility) would exceed $150 million ; and entering into certain transactions with affiliates.

The Credit Facility also includes a covenant restricting our ability to repay indebtedness maturing after September 2022, which is the
final maturity date of the Credit Facility. This covenant is subject to certain exceptions that permit us to manage our balance sheet, including
the ability to make repayments of indebtedness (i) of acquired companies within 90 days of the completion of the acquisition or (ii) if, after
giving effect to such repayments, available cash is greater than $250 million and there are no amounts outstanding under the Credit Facility.

As of September 30, 2018 , we were in compliance in all material respects with our covenants under the Credit Facility. We had no
amounts outstanding under the Credit Facility as of September 30, 2018 and December 31, 2017 .

Our access to credit and capital markets depends on the credit ratings assigned to our debt, and we do not maintain an investment-
grade status. Our current credit  ratings, and any additional actual or anticipated downgrades in our credit  ratings, could limit our available
options  when  accessing  credit  and  capital  markets,  or  when  restructuring  or  refinancing  our  debt.  In  addition,  future  financings  or
refinancings may result in higher borrowing costs and require more restrictive terms and covenants, which may further restrict our operations.

Other Financing

We filed an automatically effective shelf registration statement on Form S-3 with the SEC on November 21, 2017, which provides us
the ability to issue debt securities, equity securities, guarantees and/or units of securities in one or more offerings. The registration statement
expires in November 2020.

Our shareholders approved a new share repurchase program at our annual shareholder meeting held in May 2018. Subject to certain
provisions under English law, including the requirement of Ensco plc to have sufficient distributable reserves, we may repurchase shares up
to a maximum of $500.0 million in the aggregate from one or more financial intermediaries under the program, but in no case more than 65.0
million shares. The program terminates in May 2023. Our prior share repurchase program approved by our shareholders in 2013, under which
we could repurchase up to a maximum of $2.0 billion in the aggregate, not to exceed 35.0 million shares, terminated in May 2018.
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From time  to  time,  we  and  our  affiliates  may  repurchase  our  outstanding  senior  notes  in  the  open  market,  in  privately  negotiated
transactions, through tender offers, exchange offers or otherwise, or we may redeem senior notes that are able to be redeemed, pursuant to
their terms. In connection with any exchange, we may issue equity, issue new debt and/or pay cash consideration. Any future repurchases,
exchanges  or  redemptions  will  depend  on  various  factors  existing  at  that  time.  There  can  be  no  assurance  as  to  which,  if  any,  of  these
alternatives (or combinations thereof) we may choose to pursue in the future. There can be no assurance that an active trading market will
exist for our outstanding senior notes following any such transactions.

Other Commitments

As of September 30, 2018 , we were contingently liable for an aggregate amount of $124.3 million under outstanding letters of credit
and surety bonds which guarantee our performance as it  relates to our drilling contracts,  contract  bidding,  customs duties,  tax appeals and
other obligations in various jurisdictions. Obligations under these letters of credit and surety bonds are not normally called, as we typically
comply with the underlying performance requirement. As of September 30, 2018 , we had not been required to make any collateral deposits
with respect to these agreements.

Liquidity
 

Our liquidity position is summarized in the table below (in millions, except ratios):

 
September 30, 

2018  
December 31, 

2017
Cash and cash equivalents $ 196.0  $ 445.4
Short-term investments $ 434.0  $ 440.0
Working capital $ 846.7  $ 853.5
Current ratio 2.6  2.1

We expect to fund our liquidity needs, including contractual obligations and anticipated capital expenditures, as well as working
capital requirements, from our cash and short-term investments, and, if necessary, funds borrowed under the Credit Facility or future
financing arrangements. We may rely on the issuance of debt or equity securities in the future to supplement our liquidity needs.

MARKET RISK
 

We use derivatives to reduce our exposure to foreign currency exchange rate risk. Our functional currency is the U.S. dollar. As is
customary in the oil and gas industry, a majority of our revenues and expenses are denominated in U.S. dollars; however, a portion of the
revenues earned and expenses incurred by certain of our subsidiaries are denominated in currencies other than the U.S. dollar. We maintain a
foreign  currency  exchange  rate  risk  management  strategy  that  utilizes  derivatives  to  reduce  our  exposure  to  unanticipated  fluctuations  in
earnings and cash flows caused by changes in foreign currency exchange rates.  

We  utilize  cash  flow  hedges  to  hedge  forecasted  foreign  currency  denominated  transactions,  primarily  to  reduce  our  exposure  to
foreign currency exchange rate  risk  on future  expected contract  drilling expenses  and capital  expenditures  denominated in  various  foreign
currencies. We predominantly structure our drilling contracts in U.S. dollars, which significantly reduces the portion of our cash flows and
assets denominated in foreign currencies. As of September 30, 2018 , we had cash flow hedges outstanding to exchange an aggregate $187.9
million for various foreign currencies.

We have net assets and liabilities denominated in numerous foreign currencies and use various strategies to manage our exposure to
changes in foreign currency exchange rates. We occasionally enter into derivatives that hedge
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the fair value of recognized foreign currency denominated assets or liabilities, thereby reducing exposure to earnings fluctuations caused by
changes  in  foreign  currency  exchange  rates.  We  do  not  designate  such  derivatives  as  hedging  instruments.  In  these  situations,  a  natural
hedging relationship generally exists whereby changes in the fair value of the derivatives offset changes in the fair value of the underlying
hedged items. As of September 30, 2018 , we held derivatives not designated as hedging instruments to exchange an aggregate $153.2 million
for various foreign currencies.

If we were to incur a hypothetical 10% adverse change in foreign currency exchange rates, net unrealized losses associated with our
foreign currency denominated assets and liabilities as of September 30, 2018 would approximate $17.0 million . Approximately $10.0 million
of these unrealized losses would be offset by corresponding gains on the derivatives utilized to offset changes in the fair value of net assets
and liabilities denominated in foreign currencies.

We utilize derivatives and undertake foreign currency exchange rate hedging activities in accordance with our established policies for
the  management  of  market  risk.  We mitigate  our  credit  risk  related  to  derivative  counterparties  through a  variety  of  techniques,  including
transacting with multiple, high-quality financial institutions, thereby limiting our exposure to individual counterparties and by entering into
ISDA Master  Agreements,  which  include  provisions  for  a  legally  enforceable  master  netting  agreement,  with  almost  all  of  our  derivative
counterparties. The terms of the ISDA agreements may also include credit support requirements, cross default provisions, termination events
or  set-off  provisions.  Legally  enforceable  master  netting  agreements  reduce  credit  risk  by  providing  protection  in  bankruptcy  in  certain
circumstances and generally permitting the closeout  and netting of  transactions with the same counterparty upon the occurrence of  certain
events.

We do not enter into derivatives for trading or other speculative purposes. We believe that our use of derivatives and related hedging
activities  reduces our  exposure to foreign currency exchange rate  risk and does not  expose us to material  credit  risk or  any other  material
market risk. All of our derivatives mature during the next 18 months . See Note 5 to our condensed consolidated financial statements included
in "Item 1. Financial Information" for additional information on our derivative instruments.

CRITICAL ACCOUNTING POLICIES

The  preparation  of  financial  statements  and  related  disclosures  in  conformity  with  accounting  principles  generally  accepted  in  the
United  States  of  America  requires  us  to  make  estimates,  judgments  and  assumptions  that  affect  the  amounts  reported  in  our  condensed
consolidated  financial  statements  and  accompanying  notes.  Our  significant  accounting  policies  are  included  in  Note  1  to  our  audited
consolidated financial statements for the year ended December 31, 2017 , included in our annual report on Form 10-K filed with the SEC on
February 27, 2018 . These policies, along with our underlying judgments and assumptions made in their application, have a significant impact
on our condensed consolidated financial statements.

We  identify  our  critical  accounting  policies  as  those  that  are  the  most  pervasive  and  important  to  the  portrayal  of  our  financial
position and operating results and that require the most difficult, subjective and/or complex judgments by management regarding estimates in
matters that are inherently uncertain. Our critical accounting policies are those related to property and equipment, impairment of long-lived
assets and income taxes. For a discussion of the critical accounting policies and estimates that we use in the preparation of our condensed
consolidated  financial  statements,  see "Item 7.  Management's  Discussion  and Analysis  of  Financial  Condition  and Results  of  Operations  -
Critical Accounting Policies and Estimates" in Part II of our annual report on Form 10-K for the year ended December 31, 2017 .

New Accounting Pronouncements
    
See Note 1 to our condensed consolidated financial statements included in "Item 1. Financial Statements" for information on new

accounting pronouncements.

Item 3.    Quantitative and Qualitative Disclosures About Market Risk
 

Information  required  under  Item  3.  has  been  incorporated  into  "Item  2.  Management's  Discussion  and  Analysis  of  Financial
Condition and Results of Operations - Market Risk."

Item 4.    Controls and Procedures
 

Based on their evaluation as of the end of the period covered by this quarterly report on Form 10-Q, our Chief Executive Officer and
Chief Financial Officer have concluded that our disclosure controls and procedures, as defined in Rule 13a-15 under the Securities Exchange
Act of 1934, are effective.
   

During the fiscal quarter ended September 30, 2018 , there were no changes in our internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION

Item 1.    Legal Proceedings
 

Brazil Internal Investigation

On August 29, 2018, we received a letter from the Division of Enforcement of the SEC informing us that the Division had concluded
its investigation into previously disclosed alleged irregularities related to the drilling services agreement with Petrobras for ENSCO DS-5 (the
“DSA”) and does not intend to recommend any enforcement action against us. On August 31, 2018, we received a letter from the DOJ stating
that it had closed the inquiry into this matter and acknowledging our full cooperation with the investigation. Our investigation did not identify
any evidence that Pride International LLC (“Pride”) or Ensco or any of their current or former employees were aware of or involved in any
wrongdoing. For additional information about this investigation and the DSA dispute discussed below, see Item 1 “Legal Proceedings” in our
quarterly report on Form 10-Q for the quarter ended June 30, 2018.

In  August  2017,  one  of  our  Brazilian  subsidiaries  was  contacted  by  the  Office  of  the  Attorney  General  for  the  Brazilian  state  of
Paraná in connection with a criminal investigation procedure initiated against agents of both Samsung Heavy Industries, a shipyard in South
Korea (“SHI”), and Pride in relation to the DSA. The Brazilian authorities requested information regarding our compliance program and the
findings  of  our  internal  investigations.  We cooperated  with  the  Office  of  the  Attorney General  and provided documents  in  response  to  its
request.  We cannot predict the scope or ultimate outcome of this procedure or whether any Brazilian governmental authority will open an
investigation into Pride’s involvement in this matter, or if a proceeding were opened, the scope or ultimate outcome of any such investigation.

DSA Dispute

On January 4, 2016, Petrobras sent a notice to us declaring the DSA void effective immediately, reserving its rights and stating its
intention to seek any restitution to which it may be entitled. The previously disclosed arbitral hearing on liability related to the matter was
held in March 2018. Prior to the arbitration tribunal issuing its decision, we and Petrobras agreed in August 2018 to a settlement of all claims
relating to the DSA. No payments were made by either party in connection with the settlement agreement. The parties agreed to normalize
business relations and the settlement agreement provides for our participation in current and future Petrobras tenders on the same basis as all
other companies invited to these tenders. No losses were recognized during the current period with respect to this settlement as all disputed
receivables with Petrobras related to the DSA were fully reserved in 2015.

In November 2016, we initiated separate arbitration proceedings in the U.K. against SHI for any losses we incur in connection with
the  foregoing  Petrobras  arbitration.  SHI  subsequently  filed  a  statement  of  defense  disputing  our  claim.  In  January  2018,  the  arbitration
tribunal for the SHI matter issued an award on liability fully in our favor.  SHI is liable to us for $10 million or damages that we can prove.
We have submitted to the tribunal our claim for damages. The arbitral hearing on damages owed to us by SHI is scheduled to take place in
the first quarter of 2019. We are unable to estimate the ultimate outcome of recovery for damages at this time.
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Pride FCPA Investigation

During 2010, Pride and its subsidiaries resolved their previously disclosed investigations into potential violations of the FCPA with
the DOJ and SEC. The settlement with the DOJ included a deferred prosecution agreement (the "DPA") between Pride and the DOJ and a
guilty  plea  by Pride Forasol  S.A.S.,  one of  Pride’s  subsidiaries,  to  FCPA-related charges.  During 2012,  the  DOJ moved to  (i)  dismiss  the
charges  against  Pride  and  end  the  DPA one  year  prior  to  its  scheduled  expiration;  and  (ii)  terminate  the  unsupervised  probation  of  Pride
Forasol S.A.S. The Court granted the motions.

Pride has received preliminary inquiries from governmental authorities of certain countries referenced in its settlements with the DOJ
and SEC. We could face additional fines,  sanctions and other penalties from authorities in these and other relevant jurisdictions, including
prohibition of our participating in or curtailment of business operations in certain jurisdictions and the seizure of rigs or other assets. At this
stage of such inquiries, we are unable to determine what, if any, legal liability may result. Our customers in certain jurisdictions could seek to
impose penalties or take other actions adverse to our business. We could also face other third-party claims by directors, officers, employees,
affiliates,  advisors,  attorneys,  agents,  stockholders,  debt  holders  or  other  stakeholders.  In  addition,  disclosure  of  the  subject  matter  of  the
investigations  and  settlements  could  adversely  affect  our  reputation  and  our  ability  to  obtain  new  business  or  retain  existing  business,  to
attract and retain employees and to access the capital markets.

We  cannot  currently  predict  what,  if  any,  actions  may  be  taken  by  any  other  applicable  government  or  other  authorities  or  our
customers or other third parties or the effect any such actions may have on our financial position, operating results and cash flows.

Environmental Matters
 

We are currently subject to pending notices of assessment relating to spills of drilling fluids, oil, brine, chemicals, grease or fuel from
drilling rigs operating offshore Brazil from 2008 to 2017, pursuant to which the governmental authorities have assessed, or are anticipated to
assess, fines. We have contested these notices and appealed certain adverse decisions and are awaiting decisions in these cases. Although we
do not  expect  final  disposition of  these assessments  to  have a  material  adverse  effect  on our  financial  position,  operating results  and cash
flows, there can be no assurance as to the ultimate outcome of these assessments. A $170,000 liability related to these matters was included in
accrued liabilities and other in our condensed consolidated balance sheet as of September 30, 2018 .
 

We currently  are  subject  to  a  pending administrative  proceeding initiated  during 2009 by a  Spanish  government  authority  seeking
payment in an aggregate amount of approximately $3.0 million , for an alleged environmental spill originating from ENSCO 5006 while it
was operating offshore Spain. Our customer has posted guarantees with the Spanish government to cover potential penalties. Additionally, we
expect to be indemnified for any payments resulting from this incident by our customer under the terms of the drilling contract. A criminal
investigation of  the incident  was initiated during 2010 by a  prosecutor  in Tarragona,  Spain,  and the administrative proceedings have been
suspended  pending  the  outcome  of  this  investigation.  We  do  not  know  at  this  time  what,  if  any,  involvement  we  may  have  in  this
investigation.
 

We intend to vigorously defend ourselves in the administrative proceeding and any criminal investigation. At this time, we are unable
to predict  the outcome of these matters  or  estimate the extent  to  which we may be exposed to any resulting liability.  Although we do not
expect final disposition of this matter to have a material adverse effect on our financial position, operating results and cash flows, there can be
no assurance as to the ultimate outcome of the proceedings.
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Other Matters

In  addition  to  the  foregoing,  we are  named defendants  or  parties  in  certain  other  lawsuits,  claims or  proceedings  incidental  to  our
business and are involved from time to time as parties to governmental investigations or proceedings, including matters related to taxation,
arising in the ordinary course of business. Although the outcome of such lawsuits or other proceedings cannot be predicted with certainty and
the  amount  of  any  liability  that  could  arise  with  respect  to  such  lawsuits  or  other  proceedings  cannot  be  predicted  accurately,  we  do  not
expect these matters to have a material adverse effect on our financial position, operating results or cash flows.

Item 1A.    Risk Factors 

There are numerous factors that affect our business and results of operations, many of which are beyond our control. In addition to
information  set  forth  in  this  quarterly  report,  you  should  carefully  read  and  consider  "Item  1A.  Risk  Factors"  in  Part  I  and  "Item  7.
Management's Discussion and Analysis of Financial Condition and Results of Operations" in Part II of our annual report on Form 10-K for
the year ended December 31, 2017, which contains descriptions of significant risks that might cause our actual results of operations in future
periods  to  differ  materially  from  those  currently  anticipated  or  expected.  There  have  been  no  material  changes  from  the  risks  previously
disclosed in our annual report on Form 10-K for the year ended December 31, 2017, except as set forth below.

The following risk factors relate to the Transaction. For more information on the Transaction, please read the joint proxy statement we filed
with the SEC on October 29, 2018 and any subsequent amendments thereto, as well as any other related information on the Transaction that
we have filed with the SEC.     

We and Rowan will be subject to various uncertainties and contractual restrictions while the Transaction is pending that could adversely
affect each party’s business and operations.

In connection with the Transaction,  it  is  possible that  some customers,  suppliers and other persons with whom we or Rowan have
business  relationships  may  delay  or  defer  certain  business  decisions,  or  might  decide  to  seek  to  terminate,  change  or  renegotiate  their
relationship with us  or  Rowan as  a  result  of  the Transaction,  which could negatively affect  our  or  Rowan’s  respective financial  positions,
operating  results  or  cash  flows,  as  well  as  the  market  price  of  our  shares  and  Rowan  shares,  regardless  of  whether  the  Transaction  is
completed.

Under  the terms of  the Transaction Agreement,  we and Rowan are  subject  to  certain  restrictions on the conduct  of  our  businesses
prior  to  completing  the  Transaction,  which  may  adversely  affect  our  and  Rowan's  ability  to  execute  certain  business  strategies.  Such
limitations could negatively affect each party’s businesses and operations prior to the completion of the Transaction. Furthermore, the process
of planning to integrate two businesses and organizations for the post-transaction period may divert  management’s attention and resources
and could ultimately have an adverse effect on each party. These uncertainties could cause customers, suppliers and others that deal with us
or  Rowan  to  seek  to  change  existing  business  relationships  with  such  party,  which  in  turn  could  have  an  adverse  effect  on  the  combined
company’s ability to realize the anticipated benefits of the Transaction.

We or Rowan may have difficulty attracting, motivating and retaining executives and other employees in light of the Transaction.

Uncertainty about the effect of the Transaction on our employees or Rowan’s employees may impair the companies' ability to attract,
retain and motivate personnel until the Transaction is completed. Employee retention may be particularly challenging during the pendency of
the Transaction, as employees may feel uncertain about their future roles with the combined organization. In addition, we or Rowan may have
to provide additional compensation in order to retain employees. If our employees or Rowan's employees depart because of issues relating to
the uncertainty and difficulty of integration or a desire not to become employees of the combined company, the combined company’s ability
to realize the anticipated benefits of the Transaction could be adversely affected.
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The Transaction is  subject  to conditions,  including certain conditions that  may not  be satisfied,  and may not  be completed on a timely
basis, if at all. Failure to complete the Transaction, or significant delays in completing the Transaction, could negatively affect the trading
price of our shares and our future business and financial results.

The completion of the Transaction is subject to a number of conditions beyond our and Rowan’s control that may prevent, delay or
otherwise  materially  adversely  affect  its  completion,  including  the  requisite  approval  of  our  shareholders  and  approval  by  Rowan’s
shareholders of the Transaction and related proposals and the receipt of antitrust clearances in the U.S., Saudi Arabia and the UK. Neither we
nor Rowan can predict whether and when these other conditions will be satisfied. Any delay in completing the Transaction could cause the
combined company not to realize some or all of the synergies expected to be achieved if the Transaction is successfully completed within its
expected time frame.

If the Transaction is not completed, we will be subject to several risks and consequences, including the following:

• certain damages for which we may be liable to Rowan under the terms and conditions of the Transaction Agreement;
• negative reactions from the financial markets, including declines in the price of our shares due to the fact that current prices may

reflect a market assumption that the Transaction will be completed;
• certain  significant  costs  relating  to  the  Transaction,  including,  in  certain  circumstances,  the  payment  by  us  of  $15  million  for

Rowan’s expenses and a termination fee payable by us of $24 million less any previous expense reimbursements; and
• diverted attention of our management to the Transaction rather than our own operations and pursuit  of other opportunities that

could have been beneficial to us.

In  addition,  completion of  the  Transaction is  subject  to  antitrust  clearances  in  a  number  of  jurisdictions,  including the  U.S.,  Saudi
Arabia and the UK. Under the terms of the Transaction Agreement, either we and/or Rowan could be required to effect or commit to effecting
the divestiture or disposition of certain of our or their  respective businesses,  assets,  equity interests,  product lines or properties in order to
obtain approvals and consents needed from the antitrust authorities in the relevant jurisdictions in order to complete the Transaction. If we or
Rowan takes such actions, it could be detrimental to us or to the combined company following the consummation of the Transaction.

We and Rowan will incur substantial transaction fees and costs in connection with the Transaction.

We  and  Rowan  expect  to  incur  a  number  of  non-recurring  transaction-related  costs  associated  with  completing  the  Transaction,
combining the operations of the two organizations and achieving desired synergies. These fees and costs will be substantial. Non-recurring
transaction costs include, but are not limited to, fees paid to legal, financial and accounting advisors, severance and other integration-related
costs, filing fees and printing costs. Additional unanticipated costs may be incurred in the integration of our business and Rowan's business.
There  can  be  no  assurance  that  the  elimination  of  certain  duplicative  costs,  as  well  as  the  realization  of  other  efficiencies  related  to  the
integration of the two businesses, will offset the incremental transaction-related costs over time. Thus, any net benefit may not be achieved in
the near term, the long term or at all.

Completion of the Transaction will trigger change of control or other provisions in certain agreements to which Rowan is a party.

The completion of the Transaction will trigger change of control or other provisions in certain agreements to which Rowan is a party.
In particular, pursuant to the indenture governing Rowan’s 7.375% senior notes due 2025, Rowan will be required to make an offer to
purchase all or any part of each holder’s notes at an amount equal to 101% of the aggregate principal amount of such holder’s notes, plus
accrued and unpaid interest, if any, if there is a ratings downgrade by both Moody’s Investors Service, Inc. (“Moody’s”) and S&P Global
Ratings (“S&P”) between the public notice of the Transaction and 60 days after the consummation of the Transaction (or any extended period
if either Moody’s or S&P publicly announces a possible downgrade). As a result, we could be
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required to repay up to an aggregate $500.0 million principal amount of senior notes plus $5.0 million in associated premiums.

In  addition,  the  completion  of  the  Transaction  will  constitute  a  change  of  control  under  Rowan’s  2018  and  2014  revolving  credit
facilities. As a result, the commitments will be terminated and the outstanding balance under the revolving credit facility will be accelerated
and become due and payable by us in connection with the completion of the Transaction. As of June 30, 2018, Rowan had no outstanding
borrowings under its revolving credit facilities.

If a governmental authority asserts objections to the Transaction, we and Rowan may be unable to complete the Transaction or, in order
to do so, we and Rowan may be required to comply with material restrictions or satisfy material conditions.

The completion of the Transaction is  subject  to the condition that  there is  no order,  injunction,  decree or other legal  restraint  by a
governmental  authority  in  effect  restraining,  preventing  or  prohibiting  the  Transaction  contemplated  by  the  Transaction  Agreement.  If  a
governmental authority asserts objections to the Transaction, we or Rowan may be required to divest assets or accept other remedies in order
to complete the Transaction. There can be no assurance as to the cost,  scope or impact of the actions that may be required to address any
governmental  authority objections to the Transaction.  If  we or Rowan takes such actions,  it  could be detrimental  to us or to the combined
company  following  the  consummation  of  the  Transaction.  Furthermore,  these  actions  could  have  the  effect  of  delaying  or  preventing
completion  of  the  Transaction  or  imposing  additional  costs  on  or  limiting  the  operating  results  or  cash  flows  of  the  combined  company
following the consummation of the Transaction.

In addition, in some circumstances, a third party could initiate a private action under antitrust laws challenging or seeking to enjoin
the Transaction, before or after it is completed. We or Rowan may not prevail and may incur significant costs in defending or settling any
action under the antitrust laws.

If  completed,  the  Transaction  may  not  achieve  its  intended  results,  and  we  and  Rowan  may  be  unable  to  successfully  integrate  our
operations. Failure to successfully combine our business and Rowan's business in the expected time frame may adversely affect the future
results  of  the  combined  organization,  and,  consequently,  the  value  of  our  shares  that  Rowan  shareholders  receive  as  the  Transaction
consideration.

We  and  Rowan  entered  into  the  Transaction  Agreement  with  the  expectation  that  the  Transaction  will  result  in  various  benefits,
including,  among  other  things,  expanding  our  geographic  presence  and  customer  base  and  creating  synergies.  Achieving  the  anticipated
benefits of the Transaction is subject to a number of uncertainties, including whether the businesses of us and Rowan can be integrated in an
efficient and effective manner.

It  is possible that the integration process could take longer than anticipated and could result  in the loss of valuable employees,  the
disruption  of  each  company’s  ongoing  businesses,  processes  and  systems  or  inconsistencies  in  standards,  controls,  procedures,  practices,
policies  and  compensation  arrangements,  any  of  which  could  adversely  affect  the  combined  company’s  ability  to  achieve  the  anticipated
benefits  of  the  Transaction.  The  combined  company’s  results  of  operations  could  also  be  adversely  affected  by  any  issues  attributable  to
either company’s operations that arise or are based on events or actions that occur prior to the completion of the Transaction. The companies
may have difficulty addressing possible differences in corporate cultures and management philosophies. The integration process is subject to
a  number  of  uncertainties,  and  no  assurance  can  be  given  that  the  anticipated  benefits  will  be  realized  or,  if  realized,  the  timing  of  their
realization. Failure to achieve these anticipated benefits could result in increased costs or decreases in the amount of expected revenues and
could adversely affect the combined company’s future business, financial condition, operating results and cash flows.

A downgrade in our or our subsidiaries’ credit ratings following the Transaction could impact the combined entity’s access to capital and
cost of doing business.

Following the Transaction, rating agencies may re-evaluate our and our subsidiaries’ ratings, and any additional actual or anticipated
downgrades in such credit ratings could limit our ability to access credit and capital markets, or to restructure or refinance our indebtedness.
As a result of any such downgrades, future financings or refinancings may
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result in higher borrowing costs and require more restrictive terms and covenants, including obligations to post collateral with third parties,
which may further restrict operations and negatively impact liquidity.

Credit  rating  agencies  perform  independent  analysis  when  assigning  credit  ratings.  The  analysis  includes  a  number  of  criteria
including,  but  not  limited  to,  business  composition,  market  and  operational  risks,  as  well  as  various  financial  tests.  Credit  rating  agencies
continue to review the criteria for industry sectors and various debt ratings and may make changes to those criteria from time to time. Credit
ratings are not recommendations to buy, sell or hold investments in the rated entity. Ratings are subject to revision or withdrawal at any time
by the rating agencies, and we cannot assure you that we will maintain our current credit ratings.

The Transaction may be completed even though material adverse changes subsequent to the announcement of the Transaction, such as
industry-wide changes or other events, may occur.

In  general,  either  party  can  refuse  to  complete  the  Transaction  if  there  is  a  material  adverse  change  affecting  the  other  party.
However, some types of changes do not permit either party to refuse to complete the Transaction, even if such changes would have a material
adverse  effect  on  either  of  the  parties.  For  example,  a  worsening  of  our  or  Rowan's  financial  condition  or  results  of  operations  due  to  a
decrease in commodity prices or general economic conditions would not give the other party the right to refuse to complete the Transaction.
If adverse changes occur that affect either party but the parties are still required to complete the Transaction, our share price, business and
financial results after the Transaction may suffer.
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Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds
 

The table below provides a summary of our repurchases of equity securities during the quarter ended September 30, 2018 :

Issuer Purchases of Equity Securities
 
 
 
 
 
 
 
Period  

Total Number of
Securities

Purchased (1)  
Average Price Paid

per Security  

Total Number of
Securities

Purchased as Part
of Publicly

Announced Plans
or Programs    

Approximate Dollar
Value of Securities
that May Yet Be
Purchased Under

Plans or Programs (2)

         
July 1 - July 31  2,380  $ 7.26  —  $ 500,000,000
August 1 - August 31  1,523  $ 7.27  —  $ 500,000,000
September 1 - September 30  4,059  $ 6.84  —  $ 500,000,000
Total  7,962  $ 7.05  —   

(1)  During the quarter ended September 30, 2018 , equity securities were repurchased from employees and non-employee directors by an
affiliated employee benefit trust in connection with the settlement of income tax withholding obligations arising from the vesting of
share awards.  Such securities remain available for re-issuance in connection with employee share awards.

(2)  Our  shareholders  approved  a  new  repurchase  program  at  our  annual  shareholder  meeting  held  in  May  2018.  Subject  to  certain
provisions under English law, including the requirement of Ensco plc to have sufficient distributable reserves, we may repurchase up
to a maximum of $500.0 million in the aggregate from one or more financial intermediaries under the program, but in no case more
than 65.0 million shares. As of September 30, 2018 , no shares have been repurchased under the program. The program terminates in
May  2023.  Our  prior  share  repurchase  program  approved  by  our  shareholders  in  2013,  under  which  we  could  purchase  up  to  a
maximum of $2.0 billion in the aggregate, but in no case more than 35.0 million shares, terminated in May 2018.
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Item 6.    Exhibits

Exhibit
Number  Exhibit

2.1
 

Transaction Agreement, dated as of October 7, 2018, by and between Ensco plc and Rowan Companies plc (incorporated by
reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K filed on October 9, 2018, File No. 1-8097).

3.1
 

Certificate of Incorporation on Change of Name (incorporated by reference to Exhibit 3.1 to the Registrant's Current Report
on Form 8-K filed on April 1, 2010, File No. 1-8097).

3.2
 

Articles of Association of Ensco plc (incorporated by reference to Annex 2 to the Registrant's Proxy Statement on Form DEF
14A filed on April 5, 2013, as adopted by Special Resolution passed on May 20, 2013, File No. 1-8097).

10.1

 

Amended  and  Restated  Employment  Agreement,  dated  as  of  October  7,  2018,  by  and  between  Carl  Trowell  and  Ensco
Services Limited (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on October
9, 2018, File No. 1-8097).

10.2

 

Employment Agreement, dated as of October 7, 2018, by and between Dr. Thomas Burke, Rowan Companies Inc., ENSCO
Global  Resources  Limited  and,  solely  for  the  purposes  of  guaranteeing  ENSCO  Global  Resources  Limited’s  obligations
thereunder,  Ensco plc  (incorporated by reference to  Exhibit  10.2  to  the  Registrant’s  Current  Report  on Form 8-K filed  on
October 9, 2018, File No. 1-8097).

*12.1  Computation of ratio of earnings to fixed charges.
*15.1  Letter regarding unaudited interim financial information.
*31.1  Certification of the Chief Executive Officer of Registrant Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
*31.2  Certification of the Chief Financial Officer of Registrant Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

**32.1  Certification of the Chief Executive Officer of Registrant Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
**32.2  Certification of the Chief Financial Officer of Registrant 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.DEF  XBRL Taxonomy Extension Definition Linkbase
*101.LAB  XBRL Taxonomy Extension Label Linkbase
*101.PRE  XBRL Taxonomy Extension Presentation Linkbase

*   Filed herewith.
** Furnished herewith.
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SIGNATURES
 

Pursuant to the requirements 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.
 
 

   Ensco plc
    
    
Date: October 30, 2018  /s/ JONATHAN H. BAKSHT

  

 Jonathan H. Baksht
Senior Vice President and
Chief Financial Officer
(principal financial officer)

    
   /s/ TOMMY E. DARBY  
 

 

 Tommy E. Darby
Controller
(principal accounting officer)
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ENSCO PLC AND SUBSIDIARIES
Statement of Calculation of Ratios of Earnings to Fixed Charges

(In millions, except ratios)
(Unaudited)

 Nine Months
Ended

September 30,
2018

 Year Ended December 31,

  2017  2016  2015  2014  2013
    
Earnings            
Income (loss) from continuing operations before income tax $ (359.0)  $ (196.0)  $ 997.5  $(1,471.2)  $(2,548.8)  $ 1,633.2
Fixed charges deducted from income from continuing
operations 270.3  308.4  284.4  323.2  260.4  245.3
Amortization of capitalized interest 13.2  17.6  16.4  18.2  17.0  13.3
Less:            

Loss (income) from continuing operations before income
tax attributable to noncontrolling interests (2.9)  0.6  (7.7)  (10.5)  (15.5)  (9.7)
Interest capitalized (44.7)  (72.5)  (45.7)  (87.4)  (78.2)  (67.7)

 (123.1)  58.1  1,244.9  (1,227.7)  (2,365.1)  1,814.4
            
Fixed Charges            
Interest on indebtedness, including amortization of deferred
loan costs 213.5  224.2  228.8  216.3  161.4  158.8
Estimated interest within rental expense 12.1  11.7  9.9  19.5  20.8  18.8
Fixed charges deducted from income from continuing
operations 225.6  235.9  238.7  235.8  182.2  177.6
Interest capitalized 44.7  72.5  45.7  87.4  78.2  67.7

Total $ 270.3  $ 308.4  $ 284.4  $ 323.2  $ 260.4  $ 245.3
            
Ratio of Earnings to Fixed Charges (a)  (b)  4.4  (b)  (b)  7.4

(a) For the nine-month period ended September 30, 2018, our earnings were inadequate to cover our fixed charges by $393.4 million.

(b) For the years ended December 31, 2017, December 31, 2015 and December 31, 2014, our earnings were inadequate to cover our
fixed charges by $250.3 million, $1,550.9 and $2,625.5 million, respectively. Our net loss from continuing operations before income
taxes of $196.0 million, $1,471.2 million and $2,548.8 million for the years ended December 31, 2017, December 31, 2015 and
December 31, 2014 included non-cash impairment charges of $182.9 million, $2,746.4 million and $4,218.7 million, respectively.



October 30, 2018

Ensco plc
London, England
 
Re: Registration Statements on Form S-8 (Nos. 333-174611, 333-58625, 033-40282, 333-97757, 333-125048, 333-156530, 333-181593, 333-
204294, 333-211588, 333-218240, 333-220859 and 333-225151), Form S-3 (No. 333-221706) and Form S-4 (333-215853 and 333-218808)

With respect to the subject registration statements, we acknowledge our awareness of the use therein of our report dated October 30, 2018
related to our review of interim financial information.

Pursuant to Rule 436 under the Securities Act of 1933 (the Act),  such report  is  not considered part  of a registration statement prepared or
certified by an independent registered public accounting firm, or a report prepared or certified by an independent registered public accounting
firm within the meaning of Sections 7 and 11 of the Act.

Very truly yours,

/s/ KPMG LLP

Houston, Texas

 



Exhibit 31.1
CERTIFICATION

I, Carl G. Trowell, certify that:

1. I have reviewed this report on Form 10-Q for the fiscal quarter ending September 30, 2018 of Ensco plc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

  Dated: 10/30/2018
    

  /s/ Carl G. Trowell

  
Carl G. Trowell
Chief Executive Officer and President



Exhibit 31.2
CERTIFICATION

I, Jonathan H. Baksht, certify that:

1. I have reviewed this report on Form 10-Q for the fiscal quarter ending September 30, 2018 of Ensco plc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

  Dated:  10/30/2018
    

  /s/ Jonathan H. Baksht

  

Jonathan H. Baksht
Senior Vice President and
Chief Financial Officer



Exhibit 32.1
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Ensco plc (the "Company") on Form 10-Q for the period ending September 30, 2018 as
filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Carl G. Trowell, Chief Executive Officer and
President of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (the "Act"),
that, to my knowledge: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 (the "Exchange
Act"); and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

/s/ Carl G. Trowell  

Carl G. Trowell
Chief Executive Officer and President  
Dated:  10/30/2018  

The foregoing certification is being furnished solely pursuant to § 906 of the Act and Rule 13a-14(b) promulgated under the
Exchange Act and is not being filed as part of the Report or as a separate disclosure document.



Exhibit 32.2
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Ensco plc (the "Company") on Form 10-Q for the period ending September 30, 2018 as
filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Jonathan H. Baksht, Senior Vice President and Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (the
"Act"), that, to my knowledge: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 (the "Exchange
Act"); and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

/s/ Jonathan H. Baksht  

Jonathan H. Baksht
Senior Vice President and
Chief Financial Officer

 
Dated:  10/30/2018  

The foregoing certification is being furnished solely pursuant to § 906 of the Act and Rule 13a-14(b) promulgated under the
Exchange Act and is not being filed as part of the Report or as a separate disclosure document.


