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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,"
"likely," "plan," "project," "could," "may," "might," "should," "will" and similar words and specifically include statements regarding expected
financial  performance;  the  outcome  and  effects  of  the  Chapter  11  Cases  (as  defined  below);  expected  utilization,  day  rates,  revenues,
operating expenses,  cash flow,  contract  terms,  contract  backlog,  capital  expenditures,  insurance,  financing and funding;  the effect,  impact,
potential  duration  and  other  implications  of  the  COVID-19  global  pandemic;  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 work
commitments,  awards  and  contracts;  the  timing  of  availability,  delivery,  mobilization,  contract  commencement  or  relocation  or  other
movement of rigs and the timing thereof; future rig construction (including work in progress and completion thereof), enhancement, upgrade
or  repair  and timing and cost  thereof;  the  suitability  of  rigs  for  future  contracts;  performance of  our  joint  venture  with  Saudi  Arabian  Oil
Company  ("Saudi  Aramco");  expected  divestitures  of  assets;  general  market,  business  and  industry  conditions,  trends  and  outlook;  future
operations; the impact of increasing regulatory complexity; the outcome of tax disputes, assessments and settlements; our program to high-
grade the rig fleet by investing in new equipment and divesting selected assets and underutilized rigs; synergies and expected additional cost
savings; dividends; 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, particularly in light of difficult market conditions, our projected negative cash flows in 2020 and highly leveraged balance
sheet, including:

• potential adverse effects of the Chapter 11 Cases on our liquidity and results of operations;

• objections to the confirmation of our plan of reorganization or other pleadings we file that could protract the Chapter 11 Cases;

• our ability to comply with the restrictions and other covenants imposed by our DIP Credit Agreement (as defined herein) and other
financial arrangements;

• the Bankruptcy Court’s rulings in the Chapter 11 Cases, and the outcome of the Chapter 11 Cases generally;

• the length of time that we will operate under Chapter 11 protection and the continued availability of operating capital during the
pendency of the proceedings;

• the COVID-19 global pandemic, the related public health measures implemented by governments worldwide and the decline in oil
prices during 2020, including the duration and severity of the outbreak, the duration of the price and demand decline and the extent
of disruptions to our operations;

• the  dispute  over  production  levels  among members  of  the  Organization  of  Petroleum Exporting  Countries  and  other  oil  and  gas
producing nations (“OPEC+”);

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

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

• potential additional asset impairments;
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• the adequacy of sources of liquidity for us and our customers;

• the  reaction  of  our  customers,  prospective  customers,  suppliers  and  service  providers  to  the  Chapter  11  Cases  and  the  related
increased performance and credit risks associated with our constrained liquidity position and capital structure;

• the impact  of  the delisting of  our  Class  A ordinary shares  from the New York Stock Exchange ("NYSE"),  which took effect  on
September 14, 2020;

• our ability to attract and retain skilled personnel on commercially reasonable terms, whether due to labor regulations, unionization,
or  otherwise,  or  to  retain  employees,  customers  or  suppliers  as  a  result  of  our  financial  condition  generally  or  as  a  result  of  the
Chapter 11 Cases;

• internal control risk due to significant employee reductions;

• our  ability  to  successfully  integrate  the  business,  operations  and  employees  of  Rowan  Companies  Limited  (formerly  Rowan
Companies plc) ("Rowan") and the Company to realize synergies and cost savings in connection with the Rowan Transaction (as
defined herein);

• 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 the U.K.'s withdrawal from the European Union, 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 or destruction
of our assets; or suspension and/or termination of contracts based on force majeure events or adverse environmental safety events;

• 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;

• 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) and regulatory measures to limit or reduce greenhouse gases;

• potential impacts on our business resulting from climate-change or greenhouse gas legislation or regulations, and the impact on our
business from climate-change related physical changes or changes in weather patterns;
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• 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;

• environmental  or  other  liabilities,  risks,  damages  or  losses,  whether  related to  storms,  hurricanes  or  other  weather-related events
(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;

• 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;

• our ability to realize the expected benefits of our joint venture with Saudi Aramco, including our ability to fund any required capital
contributions;

• activism by our security holders;

• economic volatility and political, legal and tax uncertainties following the June 23, 2016, vote in the U.K. to exit from the European
Union;

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

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

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,  2019,  as  updated in Item 1A of Part  II  of  our
Quarterly  Reports  on  Form  10-Q  for  the  quarterly  periods  ended  March  31,  2020  and  June  30,  2020,  which  are  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
 
To the Board of Directors and Shareholders
Valaris plc:
 
Results of Review of Interim Financial Information
We have reviewed the condensed consolidated balance sheet of Valaris plc and subsidiaries (the Company, formerly known as Ensco Rowan
plc and Ensco plc) as of September 30, 2020, the related condensed consolidated statements of operations and comprehensive income (loss)
for  the  three-month  and  nine-month  periods  ended  September  30,  2020  and  2019,  the  related  condensed  consolidated  statements  of  cash
flows for the nine-month periods ended September 30, 2020 and 2019, 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,  2019,  and  the  related  consolidated  statements  of  operations,
comprehensive loss, and cash flows for the year then ended (not presented herein); and in our report dated February 21, 2020, 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, 2019, is fairly stated, in all material respects, in relation to the consolidated balance sheet from
which it has been derived.

Inability to Continue as a Going Concern
As indicated in Note 2 of the Company's unaudited condensed consolidated interim financial information as of September 30, 2020 and for
the  three-month  and  nine-month  periods  then  ended,  certain  conditions  indicate  that  the  Company  may  be  unable  to  continue  as  a  going
concern. The accompanying unaudited and condensed consolidated interim financial information does not include any adjustments that might
result from the outcome of this uncertainty.

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 29, 2020
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VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

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

Three Months Ended 
September 30,

2020 2019
OPERATING REVENUES $ 285.3 $ 551.3 
OPERATING EXPENSES  

Contract drilling (exclusive of depreciation) 307.2 496.5 
Loss on impairment — 88.2 
Depreciation 122.4 163.0 
General and administrative 72.1 36.1 

Total operating expenses 501.7 783.8 
OTHER OPERATING INCOME 118.1 — 
EQUITY IN EARNINGS (LOSSES) OF ARO 3.9 (3.7)
OPERATING LOSS (94.4) (236.2)
OTHER INCOME (EXPENSE)

Interest income 4.7 6.7 
Interest expense, net (Unrecognized contractual interest expense for debt subject to compromise was
$45.9 million for the three months ended September 30, 2020) (59.8) (113.9)
Reorganization items, net (497.5) — 
Other, net (3.1) 147.4 

 (555.7) 40.2 
LOSS BEFORE INCOME TAXES (650.1) (196.0)
PROVISION FOR INCOME TAXES

Current income tax expense 16.4 22.6 
Deferred income tax expense (benefit) 5.5 (21.1)

 21.9 1.5 
NET LOSS (672.0) (197.5)
NET LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS 1.1 .4 
NET LOSS ATTRIBUTABLE TO VALARIS $ (670.9) $ (197.1)
LOSS PER SHARE - BASIC AND DILUTED $ (3.36) $ (1.00)
WEIGHTED-AVERAGE SHARES OUTSTANDING

Basic and Diluted 199.4 197.6 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

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

Nine Months Ended 
September 30,

2020 2019
OPERATING REVENUES $ 1,130.7 $ 1,541.1 
OPERATING EXPENSES   

Contract drilling (exclusive of depreciation) 1,153.9 1,329.4 
Loss on impairment 3,646.2 90.7 
Depreciation 418.4 445.9 
General and administrative 188.1 146.9 

Total operating expenses 5,406.6 2,012.9 
OTHER OPERATING INCOME 118.1 — 
EQUITY IN LOSSES OF ARO (7.6) (3.1)
OPERATING LOSS (4,165.4) (474.9)
OTHER INCOME (EXPENSE)   

Interest income 15.2 22.1 
Interest expense, net (Unrecognized contractual interest expense for debt subject to compromise was
$45.9 million for the nine months ended September 30, 2020) (289.2) (313.2)
Reorganization items, net (497.5) — 
Other, net 2.5 853.4 

 (769.0) 562.3 
INCOME (LOSS) BEFORE INCOME TAXES (4,934.4) 87.4 
PROVISION (BENEFIT) FOR INCOME TAXES   

Current income tax expense (benefit) (42.3) 69.4 
Deferred income tax benefit (103.6) (3.8)

 (145.9) 65.6 
NET INCOME (LOSS) (4,788.5) 21.8 
NET (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS 3.9 (3.8)
NET INCOME (LOSS) ATTRIBUTABLE TO VALARIS $ (4,784.6) $ 18.0 
EARNINGS (LOSS) PER SHARE - BASIC AND DILUTED $ (24.09) $ 0.10 
WEIGHTED-AVERAGE SHARES OUTSTANDING

Basic and Diluted 198.6 165.2 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In millions)
(Unaudited)

Three Months Ended 
September 30,

2020 2019
NET LOSS $ (672.0) $ (197.5)
OTHER COMPREHENSIVE INCOME (LOSS), NET   

Net change in derivative fair value 2.7 (5.7)
Reclassification of net (gains) losses on derivative instruments from other comprehensive loss into net

loss (.5) 4.9 
Other (.1) (.2)

NET OTHER COMPREHENSIVE INCOME (LOSS) 2.1 (1.0)
COMPREHENSIVE LOSS (669.9) (198.5)

COMPREHENSIVE LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS 1.1 .4 
COMPREHENSIVE LOSS ATTRIBUTABLE TO VALARIS $ (668.8) $ (198.1)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In millions)
(Unaudited)

Nine Months Ended 
September 30,

2020 2019
NET INCOME (LOSS) $ (4,788.5) $ 21.8 
OTHER COMPREHENSIVE INCOME (LOSS), NET   

Net change in derivative fair value (5.4) (7.3)
Reclassification of net (gains) losses on derivative instruments from other comprehensive income

(loss) into net income (loss) (11.5) 8.3 
Other (.5) (.3)

NET OTHER COMPREHENSIVE INCOME (LOSS) (17.4) .7 
COMPREHENSIVE INCOME (LOSS) (4,805.9) 22.5 

COMPREHENSIVE (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS 3.9 (3.8)
COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO VALARIS $ (4,802.0) $ 18.7 

The accompanying notes are an integral part of these condensed consolidated financial statements.

8



VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions, except share and par value amounts)

September 30, 
2020

December 31, 
2019

(Unaudited)
ASSETS
CURRENT ASSETS   
    Cash and cash equivalents $ 180.4 $ 97.2 
    Accounts receivable, net 429.7 520.7 
    Other current assets 454.7 446.5 

Total current assets 1,064.8 1,064.4 
PROPERTY AND EQUIPMENT, AT COST 13,215.5 18,393.8 
    Less accumulated depreciation 2,133.1 3,296.9 
       Property and equipment, net 11,082.4 15,096.9 
LONG-TERM NOTES RECEIVABLE FROM ARO 442.7 452.9 
INVESTMENT IN ARO 121.1 128.7 
OTHER ASSETS 200.2 188.3 
 $ 12,911.2 $ 16,931.2 
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES   

Accounts payable - trade $ 180.7 $ 288.2 
Accrued liabilities and other 207.3 417.7 
Current maturities of long-term debt — 124.8 

Total current liabilities 388.0 830.7 
LONG-TERM DEBT — 5,923.5 
OTHER LIABILITIES 696.9 867.4 

Total liabilities not subject to compromise 1,084.9 7,621.6 
LIABILITIES SUBJECT TO COMPROMISE 7,313.7 — 
COMMITMENTS AND CONTINGENCIES
VALARIS SHAREHOLDERS' EQUITY   

Class A ordinary shares, U.S. $0.40 par value, 206.1 million and 205.9 million shares issued as
of September 30, 2020 and December 31, 2019 82.5 82.4 

Class B ordinary shares, £1 par value, 50,000 shares issued as of September 30, 2020 and
December 31, 2019 .1 .1 

Additional paid-in capital 8,636.5 8,627.8 
Retained (deficit) earnings (4,112.9) 671.7 
Accumulated other comprehensive (loss) income (11.2) 6.2 
Treasury shares, at cost, 6.7 million and 7.9 million shares as of September 30, 2020 and

December 31, 2019 (76.3) (77.3)
Total Valaris shareholders' equity 4,518.7 9,310.9 

NONCONTROLLING INTERESTS (6.1) (1.3)
Total equity 4,512.6 9,309.6 

 $ 12,911.2 $ 16,931.2 

The accompanying notes are an integral part of these condensed consolidated financial statements.

9



VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)

 
Nine Months Ended 

September 30,
 2020 2019
OPERATING ACTIVITIES   

Net income (loss) $ (4,788.5) $ 21.8 
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Debtor in Possession financing fees and payments on Backstop Agreement 43.8 — 
Loss on impairment 3,646.2 90.7 
Non cash reorganization items, net 447.9 — 
Depreciation expense 418.4 445.9 
Deferred income tax benefit (103.6) (3.8)
Debt discounts and other 36.8 18.1 
Share-based compensation expense 17.8 28.7 
Amortization, net 14.4 (18.1)
Equity in earnings of ARO 7.6 3.1 
(Gain on) adjustment to bargain purchase 6.3 (659.8)
Gain on extinguishment of debt (3.1) (194.1)
Other 2.4 (4.7)

   Changes in operating assets and liabilities (131.8) (147.3)
   Contributions to pension plans and other post-retirement benefits (11.0) (8.0)

Net cash used in operating activities (396.4) (427.5)
INVESTING ACTIVITIES   

Additions to property and equipment (82.9) (174.2)
Net proceeds from disposition of assets 44.2 4.9 
Maturities of short-term investments — 474.0 
Rowan cash acquired — 931.9 
Purchases of short-term investments — (145.0)

Net cash provided by (used in) investing activities (38.7) 1,091.6 
FINANCING ACTIVITIES   

Borrowings on credit facility 596.0 175.0 
Debtor in possession financing fees and payments on Backstop Agreement (43.8) — 
Repayments of credit facility borrowings (15.0) (34.4)
Reduction of long-term borrowings (9.7) (928.1)
Purchase of noncontrolling interests (7.2) — 
Debt solicitation fees — (9.4)
Cash dividends paid — (4.5)
Other (1.9) (7.7)

Net cash provided by (used in) financing activities 518.4 (809.1)
Effect of exchange rate changes on cash and cash equivalents (.1) (.6)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 83.2 (145.6)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 97.2 275.1 
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 180.4 $ 129.5 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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VALARIS PLC AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1 - Unaudited Condensed Consolidated Financial Statements
 
    On April 11, 2019, we completed our combination with Rowan Companies Limited (formerly named Rowan Companies plc) ("Rowan")
and effected a four-to-one share consolidation (being a reverse stock split under English law or the "Reverse Stock Split") and changed our
name  to  Ensco  Rowan  plc.  On  July  30,  2019,  we  changed  our  name  to  Valaris  plc.  All  share  and  per-share  amounts  in  these  financial
statements reflect the Reverse Stock Split.

We  prepared  the  accompanying  condensed  consolidated  financial  statements  of  Valaris  plc  and  subsidiaries  (the
"Company,"  "Valaris,"  "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, 2019 condensed consolidated balance sheet data was derived
from  our  2019  audited  consolidated  financial  statements  but  does  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 and nine months ended September 30, 2020 and 2019 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  and  nine  months  ended  September  30,  2020  are  not  necessarily  indicative  of  the  results  of
operations that will be realized for the year ending December 31, 2020. 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, 2019, filed with the SEC on February 21, 2020.

Chapter 11 Cases and Restructuring Support Agreement

On August 19, 2020 (the "Petition Date"), Valaris plc and certain of its direct and indirect subsidiaries (collectively, the "Debtors"),
filed voluntary petitions for reorganization under Chapter 11 of the United States Bankruptcy Code ("Bankruptcy Code") in the Bankruptcy
Court for the Southern District of Texas (the "Bankruptcy Court"). The Debtors obtained joint administration of their Chapter 11 cases under
the caption In re Valaris plc,  et  al., Case No. 20-34114 (MI) (the "Chapter  11 Cases").  On August  18,  2020,  the Debtors entered into the
Restructuring Support Agreement ("RSA") with certain senior note holders (collectively, the "Consenting Noteholders").

The  RSA  contemplates  that  the  Company  will  implement  the  restructuring  through  the  Chapter  11  Cases  pursuant  to  a  plan  of
reorganization and the various related transactions set  forth in or contemplated by the RSA and the related Restructuring Term Sheet.  See
“Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11 Cases and
RSA.
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Bankruptcy Accounting

The condensed consolidated financial statements included herein have been prepared as if we were a going concern. See “Note 2 –
Chapter  11  Proceedings  and  Ability  to  Continue  as  a  Going  Concern”  for  additional  details  regarding  the  bankruptcy  and  circumstances
raising substantial  doubt over our ability to continue as a going concern.  As a result,  we have segregated liabilities and obligations whose
treatment and satisfaction are dependent on the outcome of the Chapter 11 proceedings and have classified these items as "Liabilities Subject
to Compromise” on our Condensed Consolidated Balance Sheets. In addition, we have classified all income, expenses, gains or losses that
were incurred or  realized as a  result  of  the Chapter  11 proceedings since filing as “Reorganization Items” in our  Condensed Consolidated
Statements of Operations.

New Accounting Pronouncements

Recently adopted accounting standards
    

Credit Losses -  In June 2016, the Financial  Accounting Standards Board ("FASB") issued ASU 2016-13, Financial Instruments -
Credit  Losses  (Topic  326):  Measurement  of  Credit  Losses  on  Financial  Instruments ("Update  2016-13"),  which  requires  companies  to
measure credit losses of financial instruments, including customer accounts receivable, utilizing a methodology that reflects expected credit
losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss estimates. Subsequent to
the  issuance  of  Update  2016-13,  the  FASB  issued  several  additional  Accounting  Standard  Updates  to  clarify  implementation  guidance,
provide narrow-scope improvements and provide additional disclosure guidance. We adopted Update 2016-13 effective January 1, 2020 with
no material  impact to our financial  statements upon adoption as our previously estimated reserves were in line with expected credit  losses
calculated under Update 2016-13.

Accounting pronouncements to be adopted

Income  Taxes -  In  December  2019,  the  FASB  issued  ASU  2019-12, Income  Taxes  (Topic  740):  Simplifying  the  Accounting  for
Income Taxes ("Update 2019-12"), which removes certain exceptions for investments, intraperiod allocations and interim tax calculations and
adds  guidance  to  reduce  complexity  in  accounting  for  income  taxes.  We  will  be  required  to  adopt  the  amended  guidance  in  annual  and
interim periods beginning after December 15, 2020, with early adoption permitted. The various amendments in Update 2019-12 are applied
on a retrospective basis, modified retrospective basis and prospective basis, depending on the amendment. We are in the process of evaluating
the impact this amendment will have on our consolidated financial statements.

Defined Benefit Plans - In August 2018, the FASB issued ASU No. 2018-14, Compensation – Retirement Benefits – Defined Benefit
Plans – General (Subtopic 715-20): Disclosure Framework – Changes to the Disclosure Requirements for Defined Benefit Plans ("Update
2018-14"), which modifies the disclosure requirements for employers that sponsor defined benefit pension or other post-retirement plans. We
will  be  required  to  adopt  the  amended  guidance  in  annual  and  interim  reports  beginning  January  1,  2021,  with  early  adoption  permitted.
Adoption is required to be applied on a retrospective basis to all periods presented. We will adopt the new standard effective January 1, 2021
and do not expect the adoption of Update 2018-14 to have a material impact on our consolidated financial statements.

Reference Rate Reform - In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the
Effects  of  Reference  Rate  Reform  on  Financial  Reporting ("Update  2020-04"),  which  provides  optional  expedients  and  exceptions  for
applying GAAP to contracts, hedging relationships, and other transactions affected by reference rate reform if certain criteria are met. The
amendments  in  Update  2020-04  apply  only  to  contracts,  hedging  relationships,  and  other  transactions  that  reference  LIBOR  or  another
reference rate expected to be discontinued because of reference rate reform. The expedients and exceptions provided by the amendments do
not apply to contract modifications made and hedging relationships entered into or evaluated after December 31, 2022, except for hedging
relationships existing as of December 31, 2022, for which an entity has
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elected certain optional expedients and that are retained through the end of the hedging relationship. The provisions in Update 2020-04 are
effective upon issuance and can be applied prospectively through December 31, 2022. We are in the process of evaluating the impact this
amendment will have on our consolidated financial statements.

Convertible  Instruments  - In  August  2020,  the  FASB  issued  ASU  2020-06, “Debt  –  Debt  with  Conversion  and  Other  Options
(Subtopic 470-20) and Derivatives and Hedging – Contracts in Entity’s Own Equity (Subtopic 815 – 40)” ("Update 2020-06”). ASU 2020-06
simplifies the accounting for certain financial instruments with characteristics of liabilities and equity, including convertible instruments and
contracts in an entity’s own equity. The ASU is part of the FASB’s simplification initiative, which aims to reduce unnecessary complexity in
U.S. GAAP. The ASU’s amendments are effective for fiscal years beginning after December 15, 2021, and interim periods within those fiscal
years, with early adoption permitted no earlier than fiscal years beginning after December 15, 2020. We are in the process of evaluating the
impact this amendment may have on our consolidated financial statements.

With  the  exception  of  the  updated  standards  discussed  above,  there  have  been  no  accounting  pronouncements  issued  and  not  yet
effective that have significance, or potential significance, to our consolidated financial statements.

Note 2 - Chapter 11 Proceedings and Ability to Continue as a Going Concern

Chapter 11 Cases

On  August  19,  2020  the  "Debtors",  filed  voluntary  petitions  for  reorganization  under  Chapter  11  of  the  Bankruptcy  Code  in  the
Bankruptcy Court. The Debtors obtained joint administration of the Chapter 11 cases under the caption In re Valaris plc, et al., Case No. 20-
34114 (MI).

The Debtors continue to operate their businesses and manage their properties as "debtors-in-possession" under the jurisdiction of the
Bankruptcy Court and in accordance with applicable provisions of the Bankruptcy Code and orders of the Bankruptcy Court. As part of the
Chapter 11 Cases, the Debtors filed with the Bankruptcy Court motions seeking a variety of "first-day" relief, all of which were granted and
will  enable the Company to continue operating without  interruption or  disruption to its  relationships with its  customers and vendors or  its
high-quality service delivery. In particular, employee pay and benefits are expected to continue without interruption.

Restructuring Support Agreement

On August 18, 2020, the Debtors entered into the RSA with the Consenting Noteholders. The RSA contemplates that the Company
will implement the restructuring through the Chapter 11 Cases pursuant to a plan of reorganization and the various related transactions set
forth in or contemplated by the RSA and its restructuring term sheet (the "Restructuring Term Sheet"). Below is a summary of the treatment
that the stakeholders of the Company would receive under a plan of reorganization pursuant to the terms of the RSA and Restructuring Term
Sheet:

• Holders  of the Company's  outstanding senior  notes ("Senior  Notes")  will  receive their  pro rata share of (i)  34.8% of new common
stock  issued  after  consummation  of  the  restructuring  (the  “New  Equity”)  and  (ii)  subscription  rights  to  participate  in  the  rights
offering  (the  "Rights  Offering")  through  which  the  Company  will  offer  $500.0  million  of  new  first  lien  secured  notes  (the  "New
Secured Notes");

• Holders of the Senior Notes ("Senior Noteholders") who participate in the Rights Offering will receive their pro rata share of 30.0%
of the New Equity, and Senior Noteholders who agreed to backstop the Rights Offering will receive their pro rata share of 2.7% of
the New Equity;
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• Senior Noteholders, solely with respect to Pride International LLC's ("Pride") 6.875% senior notes due 2020 and 7.875% senior notes
due  2040  and  the  Company's  4.875%  senior  notes  due  2022,  4.75%  senior  notes  due  2024,  7.375%  senior  notes  due  2025,  5.4%
senior notes due 2042 and 5.85% senior notes due 2044, will receive an aggregate cash payment of $25 million in connection with
settlement of certain alleged claims against the Company;

• Lenders under the revolving credit facility will receive their pro rata share of 32.5% of New Equity;

• Holders of general unsecured claims will receive payment in full or reinstatement pursuant to the Bankruptcy Code (excluding claims
against  the  entities  party  to,  or  guaranteeing,  the  new  build  contracts  to  be  rejected  by  the  Company,  which  shall  receive  their
liquidation value unless otherwise agreed);

• If  holders  of  equity  interests  vote  as  a  class  in  support  of  the  restructuring,  they  will  each  receive  their  pro  rata  share  of  (i)  up  to
0.01% of the New Equity and (ii) 7-year warrants to purchase up to 7% of New Equity (subject to dilution), with a strike price set at a
price per share equal to the value at which the Senior Noteholders would receive a 100% recovery on their claims including accrued
interest up to the Petition Date, as applicable; and

• Lenders under the DIP Facility (as described below) will receive payment in full in cash, unless otherwise agreed.

The RSA provided that  for  a  period of  15 business  days after  the  commencement  of  the  Chapter  11 Cases  (the  “Joinder  Period”),
qualified  holders  of  Senior  Notes  claims,  including  the  Consenting  Noteholders,  were  eligible  to  become  backstop  parties  (the  “Backstop
Parties”). All Backstop Parties are required to join the RSA. The RSA was amended on September 10, 2020, which extended the expiration of
the of the Joinder Period to September 14, 2020 upon which date we gained support for the RSA from approximately 72% of the Company's
noteholders.

The  RSA  contains  certain  covenants  on  the  part  of  Valaris  and  the  Consenting  Noteholders,  including  commitments  by  the
Consenting Noteholders to vote in favor of a plan of reorganization and commitments of Valaris and the Consenting Noteholders to negotiate
in  good  faith  to  finalize  the  documents  and  agreements  governing  the  restructuring.  The  RSA  also  provides  for  certain  conditions  to  the
obligations of the parties and for termination upon the occurrence of certain events, including without limitation, the failure to achieve certain
milestones and certain breaches by the parties under the RSA.

Subject to certain exceptions, under the Bankruptcy Code, the filing of the Chapter 11 Cases automatically enjoined, or stayed, the
continuation of most judicial or administrative proceedings or filing of other actions against the Debtors or their property to recover, collect
or secure a claim arising prior to the date of the Chapter 11 Cases. Notwithstanding the general applicability of the automatic stay described
above, governmental authorities may determine to continue actions brought under their regulatory powers.

Although Valaris intends to pursue the restructuring in accordance with the terms set forth in the RSA, there can be no assurance that
Valaris will be successful in completing a restructuring or any other similar transaction on the terms set forth in the RSA, on different terms
or at all. Among other things, the RSA includes an outside date milestone requiring the Company’s emergence from Chapter 11 by no later
than June 15, 2021 (subject to a potential 60-day extension pursuant to the terms of the RSA).

Debtor in Possession Facility

On August 11, 2020, prior to the commencement of the Chapter 11 Cases, certain of the Company’s existing noteholders (or their
affiliates  or  designees)  provided the  Company with  a  commitment  for  a  senior  secured superpriority  debtor-in-possession term loan credit
facility  in an aggregate principal  amount  of  up to $500.0 million (the “DIP Facility”).  On September 25,  2020,  following approval  by the
Bankruptcy Court, the Debtors entered into a senior secured superpriority debtor-in-possession term loan credit agreement (the “DIP Credit
Agreement”), by

14



and among the Company, as Lead Borrower, and certain wholly owned subsidiaries of the Company, as borrowers, the lenders party thereto
and  Wilmington  Savings  Fund  Society,  FSB,  as  administrative  agent  and  security  trustee,  in  an  aggregate  amount  not  to  exceed
$500.0  million.  Borrowings  on  the  DIP  Facility  will  be  used  to  finance,  among  other  things,  the  ongoing  general  corporate  needs  of  the
Debtors during the course of the Chapter 11 Cases and to pay certain fees, costs and expenses associated with the Debtors’ Chapter 11 Cases.

The maturity  date of  the DIP Credit  Agreement  is  the earliest  of  (1)  August  17,  2021,  (2)  acceleration of  the loans under  the DIP
Facility  and  termination  of  the  Lenders  commitments  under  the  DIP  Facility,  (3)  the  substantial  consummation  of  any  plan  filed  in  the
Chapter  11  Cases  that  is  confirmed  pursuant  to  an  order  entered  by  the  Bankruptcy  Court  and  (4)  the  consummation  of  a  sale  of  all  or
substantially all of the assets of the Lead Borrower and the other Debtors under section 363 of the Bankruptcy Code. Loans under the DIP
Credit Agreement accrue interest at a rate of 8.00% per annum, if paid in kind, and at a rate of 7.00% per annum, if paid in cash.

The  DIP  Credit  Agreement  contains  a  requirement  that  the  Lead  Borrower  and  any  other  borrowers  provide  every  four  weeks,  a
rolling 13 week budget to be approved by the required lenders (the “Approved Budget”).  The Lead Borrower and any other borrower that
becomes party to the DIP Credit Agreement may not vary from the Approved Budget by more than 15% of the forecasted amounts in any
forecast  period.  The  Approved  Budget  is,  subject  to  certain  exceptions  and  is  tested  at  certain  times  in  accordance  with  the  DIP  Credit
Agreement in order  to measure variances between the actual  total  cash disbursements  (excluding professional  fees and certain other items
consistent with the initial Approved Budget) and the disbursements budgeted for the applicable period.

The DIP Credit Agreement contains events of default customary to debtor-in-possession financings, including events related to the
Chapter 11 Cases, the occurrence of which could result in the acceleration of the Debtors’ obligation to repay the outstanding indebtedness
under the DIP Credit Agreement. The Debtors’ obligations under the DIP Credit Agreement are secured by a security interest in, and lien on,
substantially  all present  and  after  acquired property  (subject  to  certain  exceptions)  of  the  Debtors  and are guaranteed  by  certain  of  the
Company’s subsidiaries.

The DIP Credit  Agreement also contains customary covenants that  limit  the ability of the Company and its subsidiaries to,  among
other  things,  (1)  incur  additional  indebtedness  and  permit  liens  to  exist  on  their  assets,  (2)  pay  dividends  or  make  certain  other  restricted
payments, (3) sell assets and (4) make certain investments. These covenants are subject to exceptions and qualifications as set forth in the DIP
Credit Agreement.

As of September 30, 2020, we had no borrowings outstanding against our DIP Facility.

Backstop Agreement

On August 18, 2020, the Company entered into a Backstop Commitment Agreement (the “BCA”) with the Backstop Parties. Pursuant
to the BCA, each of the Backstop Parties will purchase its pro-rata portion (based on an adjusted claims value) of (i) $187.5 million of the
New Secured Notes held back for purchase by the Backstop Parties, (ii) all of the New Secured Notes offered to Backstop Parties as part of
the  $312.5  million  New  Secured  Notes  offered  to  all  claim  holders  (the  “General  Rights  Offering”)  and  (iii)  New  Secured  Notes  not
purchased by non-Backstop Parties in the General Rights Offering.

In  each  instance,  30% of  the  new shares  issued  and  outstanding  immediately  after  the  effective  date  of  the  plan  of  reorganization
(subject  to  dilution  by  the  new  warrants  and  the  management  incentive  plan)  will  be  allocated  proportionally  to  purchasers  of  the  New
Secured Notes for no additional consideration. Additionally, in exchange for providing the Backstop Commitments, the Company has agreed
to pay the Backstop Parties, subject to approval by the Bankruptcy Court, a backstop premium in an aggregate amount equal to $50.0 million
payable in New Secured Notes on the effective date of a plan of reorganization. Further, the Debtors paid a commitment fee of $20.0 million,
in cash prior to the Petition Date, which shall be loaned back to the reorganized company upon emergence. Therefore, upon emergence the
Debtors will receive $520 million in cash in exchange for a $550 million note, which includes the backstop premium.
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The BCA will be terminable by the Company and/or the requisite Backstop Parties upon certain customary events specified therein,
including, among others, (i) the termination of the RSA, (ii) the mutual written consent of the Company and the requisite Backstop Parties by
written  notice  to  the  other  such Party(ies)  or  (iii)  either  the  Company or  the  requisite  Backstop Parties  if  the  effective  date  of  the  plan  of
reorganization has not occurred on or prior to the date that is ten months after the execution date of the BCA (subject to certain extensions as
set forth in the BCA).

NYSE Delisting of our Common Stock

As a result of the Chapter 11 Cases and in accordance with Section 802.01D of the NYSE Listed Company Manual, on August 19,
2020, we were notified by the New York Stock Exchange (“NYSE”) of its determination to indefinitely suspend trading of the Company’s
Class  A  ordinary  shares  and  to  commence  proceedings  to  delist  the  Company’s  Class  A  ordinary  shares  from  the  NYSE.  Our  Class  A
ordinary shares were delisted from the NYSE effective September 14, 2020.

Effective  August  19,  2020,  the  Company’s  Class  A ordinary shares  commenced trading on the  OTC Pink Open Market  under  the
symbol “VALPQ.”

Going Concern

The condensed consolidated  financial  statements  have  been  prepared  on  a  going  concern  basis  of  accounting,  which  contemplates
continuity of operations, realization of assets and satisfaction of liabilities and commitments in the normal course of business.

For the duration of the Chapter 11 Cases, our operations and our ability to develop and execute our business plan are subject to a high
degree of risk and uncertainty associated with the Chapter 11 Cases. The outcome of the Chapter 11 Cases is dependent upon factors that are
outside  of  our  control,  including  actions  of  the  Bankruptcy  Court  and  our  creditors.  There  can  be  no  assurance  that  we  will  confirm and
consummate a plan of reorganization as contemplated by the RSA or complete another plan of reorganization with respect to the Chapter 11
Cases. As a result, we have concluded that management’s plans do not alleviate the substantial doubt about our ability to continue as a going
concern brought about by the significant risks and uncertainties related to our liquidity and Chapter 11 Cases for a period of one year after the
date that the financial statements are issued.

The condensed consolidated financial  statements do not  include any adjustments relating to the recoverability and classification of
recorded  asset  amounts  or  the  amounts  and  classification  of  liabilities  that  might  result  from  the  outcome  of  this  uncertainty.  These
adjustments could be material.

Pre-petition Charges

We have reported the backstop commitment fee and legal and other professional advisor fees incurred in relation to the Chapter 11
Cases,  but  prior  to  the  Petition  Date,  as  General  and  administrative  expenses  in  our  unaudited  Condensed  Consolidated  Statement  of
Operations for the three and nine months ended September 30, 2020 in the amount of $42.6 million and $64.7 million, respectively.

Reorganization Items

Expenditures,  gains and losses that are realized or incurred by the Debtors as of or subsequent to the Petition Date and as a direct
result of the Chapter 11 Cases are reported as Reorganization items, net in our unaudited Condensed Consolidated Statements of Operations
for the three and nine months ended September 30, 2020. These costs include legal and other professional advisory service fees pertaining to
the Chapter 11 Cases, all adjustments made to the carrying amount of certain pre-petition liabilities reflecting claims expected to be allowed
by the Bankruptcy Court and DIP Facility fees.
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The following table provides information about reorganization items incurred during the three and nine months ended September 30,
2020, as of or subsequent to the Petition Date (in millions):

Three and Nine Months
Ended September 30, 2020

Write-off of unamortized debt discounts, premiums and issuance costs $ 447.9 
Reorganization items (non-cash) 447.9 

DIP facility fees 23.8 
Professional fees 25.8 

Reorganization Items (Fees) 49.6 
Total reorganization items, net $ 497.5 

Reorganization items (fees) unpaid $ 25.8 
Reorganization items (fees) paid $ 23.8 

Liabilities Subject to Compromise

The Debtors'  pre-petition unsecured senior notes and related unpaid accrued interest  as of the Petition Date have been classified as
Liabilities Subject to Compromise on our Condensed Consolidated Balance Sheets. The liabilities are reported at the amounts expected to be
allowed as claims by the Bankruptcy Court. Liabilities subject to compromise at September 30, 2020 consist of the following (in millions):

September 30, 2020
6.875% Senior notes due 2020 $ 122.9 
4.70% Senior notes due 2021 100.7 
4.875% Senior notes due 2022 620.8 
3.00% Exchangeable senior notes due 2024 849.5 
4.50% Senior notes due 2024 303.4 
4.75% Senior notes due 2024 318.6 
8.00% Senior notes due 2024 292.3 
5.20% Senior notes due 2025 333.7 
7.375% Senior notes due 2025 360.8 
7.75% Senior notes due 2026 1,000.0 
7.20% Debentures due 2027 112.1 
7.875% Senior notes due 2040 300.0 
5.40% Senior notes due 2042 400.0 
5.75% Senior notes due 2044 1,000.5 
5.85% Senior notes due 2044 400.0 
Amounts drawn under revolving credit facility 581.0 
Accrued Interest on Senior Notes, Exchangeable Senior Notes, Debentures and Revolving Credit Facility 203.5 
Rig holding costs 13.9 

Total liabilities subject to compromise $ 7,313.7 

(1)
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Represents the holding costs incurred to maintain VALARIS DS-13 and VALARIS DS-14 in the shipyard until the delivery date.

The principal balance on our unsecured senior notes and the amount of outstanding borrowings on our revolving credit facility have
been reclassified from Debt to Liabilities Subject to Compromise as of September 30, 2020. Accrued interest on our unsecured senior notes
and  revolving  credit  facility  was  also  reclassified  from  Other  Current  Liabilities  to  Liabilities  Subject  to  Compromise  on  our  Condensed
Consolidated Balance Sheet as of September 30, 2020.

The contractual interest expense on our unsecured senior notes and revolving credit facility is in excess of recorded interest expense
by $45.9 million for the three and nine months ended September 30, 2020. This excess contractual interest is not included as interest expense
on the Condensed Consolidated Statements of Operations for the three and nine months ended September 30, 2020, because the Company has
discontinued accruing interest on the unsecured senior notes and revolving credit facility subsequent to the Petition Date. We discontinued
making interest payments on our unsecured senior notes beginning in June 2020. See "Note 11 – Debt” for additional information on interest
payments.

(1)    
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Debtor Financial Statements

Unaudited  condensed  consolidated  financial  statements  of  the  Debtors  are  set  forth  below.  These  financial  statements  exclude  the
financial  statements  of  the non-debtor  subsidiaries.  Transactions and balances of  receivables and payables between the Debtors  have been
eliminated  in  consolidation.  Amounts  payable  to  or  receivable  from  the  non-Debtor  subsidiaries  are  reported  in  the  unaudited  condensed
consolidated balance sheet of the Debtors.

VALARIS PLC AND CERTAIN SUBSIDIARIES PARTY TO THE BANKRUPTCY CASES
(DEBTOR-IN-POSSESSION)

CONDENSED COMBINED STATEMENTS OF OPERATIONS
(Unaudited)
(In millions)

Three Months Ended
September 30,

Nine Months Ended 
September 30,

2020 2020
OPERATING REVENUES

Operating revenues $ 236.0 $ 944.6 
Operating revenues from non-debtor subsidiaries 26.3 113.6 

Total operating revenues 262.3 1,058.2 
OPERATING EXPENSES

Contract drilling (exclusive of depreciation) 264.2 948.9 
Loss on impairment — 3,643.9 
Depreciation 114.2 393.4 
General and administrative 72.9 187.2 
Operating expenses for non-debtor subsidiaries 16.0 81.4 

Total operating expenses 467.3 5,254.8 
OTHER OPERATING INCOME 118.1 118.1 
EQUITY IN EARNINGS OF ARO 3.9 (7.6)
OPERATING LOSS (83.0) (4,086.1)
OTHER INCOME (EXPENSE)

Interest income 4.7 15.2 
Interest income for non-debtor subsidiaries 65.2 193.5 
Interest expense, net (59.8) (289.2)
Interest Expense for non-debtor subsidiaries (73.1) (210.5)
Reorganization items, net (497.5) (497.5)
Other, net 4.5 12.5 

 (556.0) (776.0)
LOSS BEFORE INCOME TAXES (639.0) (4,862.1)
EQUITY IN EARNINGS OF SUBSIDIARIES 9.2 27.5 
PROVISION (BENEFIT) FOR INCOME TAXES 17.3 (159.4)
NET LOSS (647.1) (4,675.2)
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VALARIS PLC AND CERTAIN SUBSIDIARIES PARTY TO THE BANKRUPTCY CASES
(DEBTOR-IN-POSSESSION)

CONDENSED COMBINED BALANCE SHEET
(Unaudited)
(In millions)

September 30, 2020
(Unaudited)

ASSETS
CURRENT ASSETS  
    Cash and cash equivalents $ 80.9 
    Accounts receivable, net 376.1 

Accounts receivable from non-debtor subsidiaries 2,930.6 
    Other current assets 427.4 

Total current assets 3,815.0 
PROPERTY AND EQUIPMENT, AT COST 12,262.4 
    Less accumulated depreciation 1,866.4 
       Property and equipment, net 10,396.0 
LONG-TERM NOTES RECEIVABLE FROM ARO 442.7 
LONG-TERM NOTES RECEIVABLE FROM NON-DEBTOR SUBSIDIARIES 2,103.0 
INVESTMENT IN ARO 121.1 
INVESTMENTS IN NON-DEBTOR SUBSIDIARIES 654.9 
OTHER ASSETS 175.3 
 $ 17,708.0 
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES  

Accounts payable - trade $ 149.3 
Accrued liabilities and other 162.1 
Short term notes payable to non-debtors 145.9 

Total current liabilities 457.3 
LONG-TERM NOTES PAYABLE TO NON-DEBTOR SUBSIDIARIES 2,402.7 
OTHER LIABILITIES 536.6 

Total liabilities not subject to compromise 3,396.6 
Liabilities subject to compromise 7,313.7 

Total debtors' equity 6,997.7 
Total liabilities and debtors' equity $ 17,708.0 
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VALARIS PLC AND CERTAIN SUBSIDIARIES PARTY TO THE BANKRUPTCY CASES
(DEBTOR-IN-POSSESSION)

CONDENSED COMBINED STATEMENT OF CASH FLOWS
(Unaudited)
(In millions)

 
Nine Months Ended 

September 30,
 2020
OPERATING ACTIVITIES  

Net loss $ (4,675.2)
Adjustments to reconcile net loss to net cash used in operating activities:
Non cash reorganization items, net 447.9 
Loss on impairment 3,643.9 
Depreciation expense 393.4 
Equity in earnings of non-debtor subsidiaries (27.5)
Gain on extinguishment of debt (3.1)
Debtor in Possession financing fees and payments on Backstop Agreement 43.8 
Amortization, net 14.4 
Equity in earnings of ARO 7.6 
(Gain on) adjustment to bargain purchase 6.3 
Other (57.7)

Changes in operating assets and liabilities (151.1)
Changes in advances (to)/from non-debtor subsidiaries (120.3)

Net cash used in operating activities (477.6)
INVESTING ACTIVITIES

Additions to property and equipment (82.9)
Net proceeds from disposition of assets 44.2 

Net cash used in investing activities (38.7)
FINANCING ACTIVITIES

Borrowings on credit facility 596.0 
Repayments of credit facility borrowings (15.0)
Debtor in Possession financing fees and payments on Backstop Agreement (43.8)
Reduction of long-term borrowings (9.7)
Other (1.9)

Net cash provided by financing activities 525.6 
Effect of exchange rate changes on cash and cash equivalents (.1)
INCREASE IN CASH AND CASH EQUIVALENTS 9.2 
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 71.7 
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 80.9 

Note 3 - Revenue from Contracts with Customers
 

Our drilling contracts with customers provide a drilling rig and 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.
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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 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 performance obligations 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  ASU  No.  2014-09,  Revenue  from
Contracts with Customers (Topic 606), 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, 2020 was between approximately one month and
two 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 or other time increment
basis.  Day rate  consideration  is  allocated  to  the  distinct  hourly  or  other  time 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.

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.
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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 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 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 contract assets and contract liabilities (in millions):

 September 30, 2020  December 31, 2019
Current contract assets $ 7.0 $ 3.5 
Noncurrent contract assets $ .1 $ — 
Current contract liabilities (deferred revenue) $ 38.9 $ 30.0 
Noncurrent contract liabilities (deferred revenue) $ 7.1 $ 9.7 

Changes in contract assets and liabilities during the period are as follows (in millions):

 Contract Assets Contract Liabilities
Balance as of December 31, 2019 $ 3.5 $ 39.7 
Revenue recognized in advance of right to bill customer 8.3 — 
Increase due to cash received — 40.0 
Decrease due to amortization of deferred revenue that was included in the beginning contract
liability balance — (21.6)
Decrease due to amortization of deferred revenue that was added during the period — (12.1)
Decrease due to transfer to receivables during the period (4.7) — 

Balance as of September 30, 2020 $ 7.1 $ 46.0 
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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. These 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 $18.0 million and $19.7 million as of September 30, 2020 and December 31,
2019, respectively. During the three and nine months ended September 30, 2020, amortization of these costs totaled $7.0 million and $35.9
million,  respectively.  During  the  three  and  nine  months  ended  September  30,  2019,  amortization  of  these  costs  totaled  $12.6  million  and
$33.7 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 $8.8 million and $10.8 million as of September 30,
2020 and December 31, 2019, respectively. During the three and nine months ended September 30, 2020, amortization of such costs totaled
$1.5 million and $7.2 million, respectively. During the three and nine months ended September 30, 2019, amortization of such costs totaled
$2.5 million and $8.1 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, 2020 is set forth in the table below (in millions):

 
Remaining

2020 2021 2022
2023 and

Thereafter  Total
Amortization of contract liabilities $ 15.1 $ 26.8 $ 4.1 $ — $ 46.0 
Amortization of deferred costs $ 7.8 $ 15.2 $ 3.3 $ .5 $ 26.8 
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Note 4 - Rowan Transaction

    On  April  11,  2019  (the  "Transaction  Date"),  we  completed  our  combination  with  Rowan  pursuant  to  the  Transaction  Agreement  (the
"Rowan Transaction"). Assets acquired and liabilities assumed in the Rowan Transaction were recorded at their estimated fair values as of the
Transaction  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
March 31, 2020, we completed our fair value assessments of assets acquired and liabilities assumed.

Assets Acquired and Liabilities Assumed

The provisional amounts for assets acquired and liabilities assumed as of the Transaction Date and respective measurement period
adjustments were as follows (in millions):

Amounts Recognized
as of Transaction

Date
Measurement Period

Adjustments 
Estimated Fair

Value
Assets:

Cash and cash equivalents $ 931.9 $ — $ 931.9 
Accounts receivable 207.1 (6.9) 200.2 
Other current assets 101.6 (2.6) 99.0 
Long-term notes receivable from ARO 454.5 — 454.5 
Investment in ARO 138.8 2.5 141.3 
Property and equipment 2,989.8 (26.0) 2,963.8 
Other assets 41.7 1.1 42.8 

Liabilities:
Accounts payable and accrued liabilities 259.4 15.7 275.1 
Current portion of long-term debt 203.2 — 203.2 
Long-term debt 1,910.9 — 1,910.9 
Other liabilities 376.3 34.5 410.8 

Net assets acquired 2,115.6 (82.1) 2,033.5 
Less: Merger consideration (1,402.8) — (1,402.8)

Estimated bargain purchase gain $ 712.8 $ (82.1) $ 630.7 

The measurement period adjustments reflect changes in the estimated fair values of certain assets and liabilities, primarily related to
long-lived assets,  deferred income taxes and uncertain tax positions. The measurement period adjustments were recorded to reflect
new  information  obtained  about  facts  and  circumstances  existing  as  of  the  Transaction  Date  and  did  not  result  from  subsequent
intervening events.  The adjustments recorded resulted in a $6.3 million decline to bargain purchase gain during the first  quarter of
2020 and are included in other, net, in our condensed consolidated statements of operations for the nine months ended September 30,
2020.

Gross contractual amounts receivable totaled $208.3 million as of the Transaction Date.

Bargain Purchase Gain

The estimated fair values assigned to assets acquired net of liabilities assumed exceeded the consideration transferred, resulting in a
bargain  purchase  gain  primarily  driven  by  the  decline  in  our  share  price  from $33.92  to  $15.88  between  the  last  trading  day  prior  to  the
announcement of the Rowan Transaction and the Transaction Date.

(1)

(2)

(1)    

(2)    
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Intangible Assets and Liabilities

We recorded intangible assets and liabilities of $16.2 million and $2.1 million, respectively, representing the estimated fair value of
Rowan's firm contracts in place at the Transaction Date with favorable or unfavorable contract terms compared to then-market day rates for
comparable drilling rigs.

As  a  result  of  a  price  concession  negotiated  following  the  onset  of  the  COVID-19  pandemic,  on  one  of  our  bare  boat  charter
agreements for a rig leased to our 50/50 joint venture with Saudi Aramco ("ARO"), we recognized a $5.7 million impairment to the related
contract  intangible during the second quarter  of  2020.  The impairment  was included in loss  on impairment  in our  condensed consolidated
statements of operations for the nine months ended September 30, 2020.

Amortization of the intangible assets and liabilities resulted in a net reduction of operating revenues of $0.5 million and $2.4 million
for the three and nine months ended September 30, 2020. The remaining balance of intangible assets and liabilities of $3.1 million and $0.7
million,  respectively,  was  included  in  other  assets  and  other  liabilities,  respectively,  on  our  condensed  consolidated  balance  sheet  as  of
September 30, 2020. These balances will be amortized to operating revenues over the respective remaining contract terms on a straight-line
basis. As of September 30, 2020, the remaining term of the underlying contracts is approximately 1.3 years. Amortization of these intangibles
is expected to result in a reduction to revenue of $0.4 million and $2.0 million for the remainder of 2020 and 2021, respectively.

Uncertain Tax Positions

Uncertain tax positions assumed in a business combination are measured at the largest amount of the tax benefit that is greater than
50% likely of being realized upon effective settlement with a taxing authority that has full knowledge of all relevant information. As of the
Transaction Date, Rowan had previously recognized net liabilities for uncertain tax positions totaling $50.4 million.

During 2019, the Luxembourg tax authorities issued aggregate tax assessments totaling approximately €142.0 million (approximately
$166.5  million  converted  using  the  current  period-end  exchange  rate)  related  to  tax  years  2014,  2015  and  2016  for  several  of  Rowan's
Luxembourg  subsidiaries.  As  a  result  of  our  review  and  analysis  of  facts  and  circumstances  that  existed  at  the  Transaction  Date,  we
recognized liabilities  related to the Luxembourg tax assessments totaling €93.0 million (approximately $109.0 million converted using the
current period-end exchange rates). See "Note 13 - Income Taxes" for further information on this matter.

Transaction-related costs

Transaction-related  costs  were  expensed  as  incurred  and  consisted  of  various  advisory,  legal,  accounting,  valuation  and  other
professional or consulting fees totaling $0.2 million and $18.0 million for the three and nine months ended September 30, 2019. These costs
were included in general and administrative expense in our condensed consolidated statement of operations.

Revenue and Earnings of Rowan

Our condensed consolidated statements of operations for the three and nine months ended September 30, 2019 include revenues of
$138.9  million  and  $286.2  million,  respectively,  and net  losses of  $31.2  million  and  $95.1  million,  respectively,  associated  with  Rowan's
operations from the Transaction Date through September 30, 2019.

Unaudited Pro Forma Impact of the Rowan Transaction

The following unaudited supplemental pro forma results present consolidated information as if the Rowan Transaction was completed
on January 1, 2019. The pro forma results include, among others, (i) the amortization
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associated with acquired intangible assets and liabilities, (ii) a reduction in depreciation expense for adjustments to property and equipment,
(iii) the amortization of premiums and discounts recorded on Rowan's debt, (iv) removal of the historical amortization of unrealized gains and
losses related to Rowan's pension plans and (v) the amortization of basis differences in assets and liabilities of ARO. The pro forma results do
not include any potential synergies or non-recurring charges that may result directly from the Rowan Transaction.

(in millions, except per share amounts) Three Months Ended
September 30, 2019

Nine Months Ended
September 30, 2019

Revenues $ 552.0 $ 1,729.5 
Net loss $ (136.0) $ (788.2)
Loss per share - basic and diluted $ (0.48) $ (4.02)

    Pro forma net loss and loss per share were adjusted to exclude an aggregate $16.0 million and $85.4 million of transaction-related
and integration costs incurred during the three and nine months ended September 30, 2019, respectively. Additionally, pro forma net
loss  and loss  per  share  exclude the  measurement  period adjustments  and estimated gain  on bargain  purchase  of  $53.0  million  and
$659.8 million recognized during the three and nine months ended September 30, 2019, respectively.

Note 5 - Equity Method Investment in ARO

Background
    

ARO,  a  company  that  owns  and  operates  offshore  drilling  rigs  in  Saudi  Arabia,  was  formed  and  commenced  operations  in  2017
pursuant to the terms of an agreement entered into by Rowan and Saudi Aramco to create a 50/50 joint venture ("Shareholder Agreement").
Pursuant to the Rowan Transaction, Valaris acquired Rowan's interest in ARO making Valaris a 50% partner. ARO owns seven jackup rigs
and leases nine rigs from us through bareboat charter arrangements (the "Lease Agreements") whereby substantially all operating costs are
incurred by ARO. As of September 30, 2020, all nine of the leased rigs were operating under three-year drilling contracts with Saudi Aramco.
The seven rigs  owned by ARO, previously  purchased from Rowan and Saudi  Aramco,  are  currently  operating under  contracts  with  Saudi
Aramco  for  an  aggregate  15  years,  renewed  and  re-priced  every  three  years,  provided  that  the  rigs  meet  the  technical  and  operational
requirements of Saudi Aramco.

Valaris  and  Saudi  Aramco have  agreed  to  take  all  steps  necessary  to  ensure  that  ARO purchases  at  least  20  newbuild  jackup rigs
ratably  over  an  approximate  10-year  period.  In  January 2020,  ARO ordered the  first  two newbuild  jackups,  each with  a  shipyard  price  of
$176  million,  for  delivery  scheduled  in  2022.  The  partners  intend  for  the  newbuild  jackup  rigs  to  be  financed  out  of  available  cash  from
ARO's operations and/or funds available from third-party debt financing. In the event ARO has insufficient cash from operations or is unable
to obtain third-party financing, each partner may periodically be required to make additional capital contributions to ARO, up to a maximum
aggregate  contribution  of  $1.25  billion  from  each  partner  to  fund  the  newbuild  program.  The  Company's  capital  contributions  to  ARO
pursuant to this requirement may require approval of the Bankruptcy Court during the Chapter 11 Cases. Each partner's commitment shall be
reduced by the actual cost of each newbuild rig, on a proportionate basis. The partners agreed that Saudi Aramco, as a customer, will provide
drilling contracts to ARO in connection with the acquisition of the newbuild rigs. The initial contracts provided by Saudi Aramco for each of
the newbuild rigs will be for an eight-year term. The day rate for the initial contracts for each newbuild rig will be determined using a pricing
mechanism that targets a six-year payback period for construction costs on an EBITDA basis. The initial eight-year contracts will be followed
by a minimum of another eight years of term, re-priced in three-year intervals based on a market pricing mechanism.

Upon establishment of ARO, Rowan entered into (1) an agreement to provide certain back-office services for a period of time until
ARO  develops  its  own  infrastructure  (the  "Transition  Services  Agreement")  and  (2)  an  agreement  to  provide  certain  Rowan  employees
through  secondment  arrangements  to  assist  with  various  onshore  and  offshore  services  for  the  benefit  of  ARO  (the  "Secondment
Agreement"). These agreements remained in place subsequent to the Rowan Transaction. Pursuant to these agreements, we or our seconded
employees provide various services to ARO, and in return, ARO provides remuneration for those services. From time to time, we may

(1)
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also sell equipment or supplies to ARO. During the quarter ended June 30, 2020, almost all remaining employees seconded to ARO became
employees of ARO.

Summarized Financial Information

The operating revenues of ARO presented below reflect revenues earned under drilling contracts with Saudi Aramco for the seven
ARO-owned jackup rigs as well as the rigs leased from us.

Contract drilling expense is inclusive of the bareboat charter fees for the rigs leased from us.  Cost incurred under the Secondment
Agreement  are  included  in  contract  drilling  expense  and  general  and  administrative,  depending  on  the  function  to  which  the  seconded
employee's  service  related.  Substantially  all  costs  incurred  under  the  Transition  Services  Agreement  are  included  in  general  and
administrative. See additional discussion below regarding these related-party transactions.

Summarized financial information for ARO is as follows (in millions):

Three Months Ended 
September 30,

Nine Months Ended
September 30,

April 11 -
September 30,

2020 2019 2020 2019
Revenues $ 145.6 $ 138.4 $ 431.9 $ 262.2 
Operating expenses

Contract drilling (exclusive of depreciation) 99.0 92.7 319.8 171.7 
Depreciation 14.8 14.6 41.1 26.9 
General and administrative 5.8 8.8 21.2 13.9 

Operating income 26.0 22.3 49.8 49.7 
Other expense, net 6.7 9.9 20.0 18.8 
Provision (Benefit) for income taxes (6.1) 2.2 (5.4) 3.8 

Net income $ 25.4 $ 10.2 $ 35.2 $ 27.1 

September 30, 2020 December 31, 2019
Current assets $ 391.9 $ 407.2 
Non-current assets 898.2 874.8 

Total assets $ 1,290.1 $ 1,282.0 

Current liabilities $ 230.8 $ 183.2 
Non-current liabilities 940.8 1,015.5 

Total liabilities $ 1,171.6 $ 1,198.7 

Equity in Earnings of ARO

We account  for  our  interest  in  ARO using  the  equity  method of  accounting  and only  recognize  our  portion  of  ARO's  net  income,
adjusted for basis differences as discussed below, which is included in equity in earnings of ARO in our condensed consolidated statements
of  operations.  ARO  is  a  variable  interest  entity;  however,  we  are  not  the  primary  beneficiary  and  therefore  do  not  consolidate  ARO.
Judgments  regarding  our  level  of  influence  over  ARO  included  considering  key  factors  such  as  each  partner's  ownership  interest,
representation on the board of managers of ARO and ability to direct activities that most significantly impact ARO's economic performance,
including the ability to influence policy-making decisions.
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As  a  result  of  the  Rowan  Transaction,  we  recorded  our  equity  method  investment  in  ARO  at  its  estimated  fair  value  on  the
Transaction Date. Additionally, we computed the difference between the fair value of ARO's net assets and the carrying value of those net
assets in ARO's GAAP financial statements ("basis differences"). The basis differences primarily relate to ARO's long-lived assets and the
recognition  of  intangible  assets  associated  with certain  of  ARO's  drilling contracts  that  were determined to have favorable  terms as  of  the
Transaction  Date.  The  basis  differences  are  amortized  over  the  remaining  life  of  the  assets  or  liabilities  to  which  they  relate  and  are
recognized as an adjustment to the equity in earnings of ARO in our condensed consolidated statements of operations. The amortization of
those basis differences are combined with our 50% interest in ARO's net income. A reconciliation of those components is presented below (in
millions):

Three Months Ended 
September 30,

Nine Months Ended
September 30,

April 11 -
September 30,

2020 2019 2020 2019
50% interest in ARO net income $ 12.7 $ 5.1 $ 17.6 13.6 
Amortization of basis differences (8.8) (8.8) (25.2) (16.7)

Equity in earnings (losses) of ARO $ 3.9 $ (3.7) $ (7.6) $ (3.1)

Related-Party Transactions

Revenues  recognized  by  us  related  to  the  Lease  Agreements,  Transition  Services  Agreement  and  Secondment  Agreement  are  as
follows (in millions):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

April 11 -
September 30,

2020 2019 2020 2019
Lease revenue $ 21.0 $ 19.9 $ 62.4 $ 37.0 
Secondment revenue .8 17.9 20.8 33.5 
Transition Services revenue .2 5.0 2.2 10.2 

Total revenue from ARO $ 22.0 $ 42.8 $ 85.4 $ 80.7 

    All of the revenues presented above are included in our Other segment in our segment disclosures. See "Note 15 - Segment Information"
for additional information.

Amounts  receivable  from ARO related  to  the  items  above  totaled  $13.7  million  and  $21.8  million  as  of  September  30,  2020  and
December 31, 2019, respectively, and are included in accounts receivable, net, on our condensed consolidated balance sheets.

Additionally,  as  of  December  31,  2019,  we  had  a  receivable  from ARO of  $14.2  million  related  to  an  agreement  between  us  and
ARO, pursuant to which ARO would reimburse us for certain capital expenditures related to the shipyard upgrade projects for the VALARIS
JU-147 and VALARIS JU-148. Such amount was received in the first quarter of 2020.

We had no amounts payable to ARO as of September 30, 2020 and $0.7 million as of December 31, 2019.

During 2017 and 2018, Rowan contributed cash to ARO in exchange for 10-year shareholder notes receivable at a stated interest rate
of LIBOR plus two percent. As of September 30, 2020 and December 31, 2019, the carrying amount of the long-term notes receivable from
ARO was $442.7 million and $452.9 million, respectively. The Shareholders’ Agreement prohibits the sale or transfer of the shareholder note
to  a  third  party,  except  in  certain  limited circumstances.  The notes  receivable  may be  reduced by future  Company obligations  to  the  joint
venture. During the nine months ended September 30, 2020, we recorded $10.2 million of employee benefit obligations against our long-term
notes receivable from ARO. Interest is recognized as interest income in our condensed consolidated statement of operations and totaled $4.5
million and $13.7 million for the three and nine

(1)

(1)
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months ended September 30, 2020, respectively, $5.8 million and $10.9 million for the three months ended September 30, 2019 and for the
period  from April  11  through  September  30,  2019,  respectively.  As  of  September  30,  2020,  our  interest  receivable  from ARO was  $13.7
million, which is included in Accounts receivables, net on our condensed consolidated balance sheet. There was no interest receivable from
ARO as of December 31, 2019.

Maximum Exposure to Loss

The  following  summarizes  the  total  assets  and  liabilities  as  reflected  in  our  condensed  consolidated  balance  sheet  as  well  as  our
maximum exposure to loss related to ARO (in millions). Our maximum exposure to loss is limited to (1) our equity investment in ARO, (2)
the  outstanding  balance  on  our  shareholder  notes  receivable,  and  (3)  other  receivables  and  contract  assets  related  to  services  provided  to
ARO, partially offset by payables for services received.

September 30,
2020

December 31,
2019

Total assets $ 597.8 $ 623.5 
Less: total liabilities — .7 
Maximum exposure to loss $ 597.8 $ 622.8 

Note 6 - 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, 2020    
Supplemental executive retirement plan assets $ 21.9 $ — $ — $ 21.9 
Total financial assets 21.9 — — 21.9 
As of December 31, 2019    
Supplemental executive retirement plan assets $ 26.0 $ — $ — $ 26.0 
Derivatives, net — 5.4 — 5.4 
Total financial assets $ 26.0 $ 5.4 $ — $ 31.4 

Supplemental Executive Retirement Plan Assets

Our  Valaris  supplemental  executive  retirement  plans  (the  "SERP")  are  non-qualified  plans  that  provided  eligible  employees  an
opportunity  to  defer  a  portion  of  their  compensation  for  use  after  retirement.  The  SERPs  were  frozen  to  the  entry  of  new  participants  in
November  2019  and  to  future  compensation  deferrals  as  of  January  1,  2020.  Assets  held  in  a  rabbi  trust  maintained  for  the  SERP  are
marketable  securities  measured  at  fair  value  on  a  recurring  basis  using  Level  1  inputs  and  were  included  in  other  assets,  net,  on  our
consolidated balance sheets as of September 30, 2020 and December 31, 2019. The fair value measurements of assets held in the SERP were
based on quoted market prices.
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Derivatives
 

As  of  September  30,  2020,  we  had  no  derivative  contracts  outstanding  See  "Note 9 -  Derivative  Instruments"  for  additional
information on the Chapter 11 Cases impact to our derivatives. Our derivatives were measured at fair value on a recurring basis using Level 2
inputs. See "Note 9 - 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 measurements of our prior
derivatives were 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 debt instruments were as follows (in millions):

Subject to Compromise
September 30, 

2020
December 31, 

2019
Carrying
Value  

Estimated Fair
Value  

Carrying
Value  

Estimated Fair
Value  

6.875% Senior notes due 2020 $ 122.9 $ 8.7 $ 124.8 $ 117.3 
4.70% Senior notes due 2021 100.7 4.6 113.2 95.5 
4.875% Senior notes due 2022 620.8 37.2 599.2 460.5 
3.00% Exchangeable senior notes due 2024 849.5 110.4 699.0 607.4 
4.50% Senior notes due 2024 303.4 13.1 302.0 167.2 
4.75% Senior notes due 2024 318.6 19.5 276.5 201.4 
8.00% Senior notes due 2024 292.3 14.0 295.7 181.7 
5.20% Senior notes due 2025 333.7 15.4 331.7 186.7 
7.375% Senior notes due 2025 360.8 29.8 329.2 218.6 
7.75% Senior notes due 2026 1,000.0 49.4 987.1 575.1 
7.20% Debentures due 2027 112.1 12.9 111.7 70.0 
7.875% Senior notes due 2040 300.0 17.3 373.3 153.5 
5.40% Senior notes due 2042 400.0 32.0 262.8 194.4 
5.75% Senior notes due 2044 1,000.5 53.0 973.3 450.0 
5.85% Senior notes due 2044 400.0 25.1 268.8 194.8 
Amounts borrowed under revolving credit facility 581.0 581.0 — — 

Total debt $ 7,096.3 $ 1,023.4 $ 6,048.3 $ 3,874.1 

The  Commencement  of  the  Chapter  11  Cases  on  August  19,  2020,  constituted  an  event  of  default  under  our  Senior  Notes  and
revolving credit facility. Any efforts to enforce payment obligations under the Senior Notes and revolving credit facility, including
any rights to require the repurchase by the Company of the 2024 Convertible Notes (as defined below) upon the NYSE delisting of
the Class A ordinary shares, are automatically stayed as a result of the filing of the Chapter 11 Cases. The carrying amounts above
represent the aggregate principal amount of Senior Notes outstanding as well as outstanding borrowings under our revolving credit
facility as of the Petition Date and are classified as Liabilities Subject to Compromise in our Condensed Consolidated Balance Sheet
as of September 30, 2020. We discontinued accruing interest on our indebtedness following the Petition Date and all accrued interest
as  of  the  Petition  Date  is  classified  as  Liabilities  Subject  to  Compromise  in  our  Condensed  Consolidated  Balance  Sheet  as  of
September 30, 2020. Additionally, we incurred a net non-cash charge of $447.9 million to write off any unamortized debt discounts,
premiums  and  issuance  costs,  including  the  amounts  related  to  the  2024  Convertible  Notes  discussed  below,  which  is  included  in
Reorganization Items, net on our Condensed Consolidated Statement

 (1)

(2)

(3)

(1)      

31



of  Operations  for  the  three  and  nine  months  ended  September  30,  2020.  See  "Note  2 -  Chapter  11  Proceedings  and  Ability  to
Continue as a Going Concern" for additional information.

Our 2024 Convertible Notes are exchangeable into cash, our Class A ordinary shares or a combination thereof. The 2024 Convertible
Notes  were  separated,  at  issuance,  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 and the discount was being amortized to
interest  expense  over  the  life  of  the  instrument.  As  discussed  above,  the  carrying  amount  at  September  30,  2020  represents  the
aggregate  principal  amount  of  these  notes  as  of  the  Petition  Date  and  are  classified  as  Liabilities  Subject  to  Compromise  in  our
Condensed Consolidated Balance Sheet as of September 30, 2020. We discontinued accruing interest on these notes as of the Petition
Date. Additionally, we incurred a net non-cash charge of $128.8 million to write off $119.5 million of unamortized debt discount and
$9.3  million  of  unamortized  debt  issuance  costs  related  to  these  notes,  which  is  included  in  Reorganization  Items,  net  on  our
Condensed Consolidated Statement of Operations for the three and nine months ended September 30, 2020. The equity component is
$220.0 million at September 30, 2020 and remains in Additional Paid-Capital.

    In addition to the amount borrowed above, we had $41.2 million in undrawn letters of credit issued under the revolving credit facility.

While  the revolving credit  facility  has  not  been terminated,  no further  borrowings are  permitted.  As discussed above,  the carrying
amount  at  September  30,  2020  represents  the  outstanding  borrowings  as  of  the  Petition  Date  and  are  classified  as  Liabilities  Subject  to
Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020. We discontinued accruing interest on the revolving
credit facility as of the Petition Date and wrote off any unamortized debt issuance costs.

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,  accounts  receivable,  notes  receivable,  trade  payables  and  other  liabilities
approximated their carrying values as of September 30, 2020 and December 31, 2019.

Note 7 - Property and Equipment

    Property and equipment as of September 30, 2020 and December 31, 2019 consisted of the following (in millions):

September 30, 2020 December 31, 2019
Drilling rigs and equipment $ 12,552.2 $ 17,714.0 
Work-in-progress 473.3 473.6 
Other 190.0 206.2 

$ 13,215.5 $ 18,393.8 

Impairment of Long-Lived Assets

During the first and second quarters of 2020, we recorded an aggregate pre-tax, non-cash impairment with respect to certain floaters,
jackups and spare equipment of $3.6 billion which is included in loss on impairment in our Condensed Consolidated Statement of Operations.

During the third quarter of 2019, we decided to retire VALARIS 5006, and classified the rig as held-for-sale. We recognized a pre-
tax, non-cash impairment charge of $88.2 million, which represents the difference between the carrying value of the rig and related assets and
their estimated fair values, less selling costs.

(2)     

(3)
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Assets held-for-use

On a quarterly basis,  we evaluate the carrying value of our property and equipment to identify events or changes in circumstances
("triggering events") that indicate the carrying value may not be recoverable.

During the second quarter of 2020, given the anticipated sustained market impacts arising from the decline in oil price and demand
late  in  the  first  quarter,  we  revised  our  long-term  operating  assumptions  which  resulted  in  a  triggering  event  for  purposes  of  evaluating
impairment and we performed a fleet-wide recoverability test. As a result, we recorded a pre-tax, non-cash impairment with respect to two
floaters and spare equipment totaling $817.3 million. We measured the fair value of these assets to be $69.0 million at the time of impairment
by  applying  an  income  approach  or  estimated  scrap  value.  These  valuations  were  based  on  unobservable  inputs  that  require  significant
judgments  for  which  there  is  limited  information  including,  in  the  case  of  the  income  approach,  assumptions  regarding  future  day  rates,
utilization, operating costs and capital requirements.

During the first quarter of 2020, the COVID-19 global pandemic and the response thereto negatively impacted the macro-economic
environment  and  global  economy.  Global  oil  demand  fell  sharply  at  the  same  time  global  oil  supply  increased  as  a  result  of  certain  oil
producers competing for market share which lead to a supply glut. As a consequence, Brent crude oil fell from around $60 per barrel at year-
end 2019 to around $20 per barrel as of mid-April 2020. These adverse changes and impacts to our customer's capital expenditure plans in the
first quarter resulted in further deterioration in our forecasted day rates and utilization for the remainder of 2020 and beyond. As a result, we
concluded  that  a  triggering  event  had  occurred  and  we  performed  a  fleet-wide  recoverability  test.  We  determined  that  our  estimated
undiscounted cash flows were not sufficient to recover the carrying values of certain rigs and concluded such were impaired as of March 31,
2020.

Based on the asset impairment analysis performed as of March 31, 2020, we recorded a pre-tax, non-cash loss on impairment in the
first quarter with respect to certain floaters, jackups and spare equipment totaling $2.8 billion. We measured the fair value of these assets to
be $72.3 million at the time of impairment by applying either an income approach, using projected discounted cash flows or estimated scrap
value.  These  valuations  were  based  on  unobservable  inputs  that  require  significant  judgments  for  which  there  is  limited  information,
including, in the case of an income approach, assumptions regarding future day rates, utilization, operating costs and capital requirements. In
instances where we applied an income approach, forecasted day rates and utilization took into account then current market conditions and our
anticipated  business  outlook at  that  time,  both  of  which  had  been  impacted  by  the  adverse  changes  in  the  business  environment  observed
during the first quarter.

Assets held-for-sale

Our business strategy has been to focus on ultra-deepwater floater and premium jackup operations and de-emphasize other assets and
operations that are not part of our long-term strategic plan or that no longer meet our standards for economic returns. We continue to focus on
our fleet management strategy in light of the composition of our rig fleet. While taking into account certain restrictions on the sales of assets
under  our  DIP  Credit  Agreement,  as  part  of  our  strategy,  we  may  act  opportunistically  from  time  to  time  to  monetize  assets  to  enhance
stakeholder value and improve our liquidity profile, in addition to reducing holding costs by selling or disposing of older, lower-specification
or non-core rigs. To this end, we continually assess our rig portfolio and actively work with our rig broker to market certain rigs.

On a quarterly basis, we assess whether any rig meets the criteria established for held-for-sale classification on our balance sheet. All
rigs classified as held-for-sale are recorded at fair value, less costs to sell. We measure the fair value of our assets held-for-sale by applying a
market  approach  based  on  unobservable  third-party  estimated  prices  that  would  be  received  in  exchange  for  the  assets  in  an  orderly
transaction between market participants or a negotiated sales price. We reassess the fair value of our held-for-sale assets on a quarterly basis
and adjust the carrying value, as necessary.
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During the second quarter of 2020, we classified the following rigs as held-for-sale: VALARIS 8500, VALARIS 8501, VALARIS
8502, VALARIS DS-3, VALARIS DS-5, VALARIS DS-6 and VALARIS JU-105. The carrying value of these rigs was reduced to fair value,
less costs to sell, based on their estimated sales price and we recorded a pre-tax, non-cash loss on impairment totaling $15.0 million, which
was included in loss on impairment in our condensed consolidated statement of operations for the nine months ended September 30, 2020.
These rigs were subsequently sold during the third quarter.

During  the  third  quarter  of  2020,  we  began  marketing  VALARIS  8504,  VALARIS  JU-84  and  VALARIS  JU-88  for  sale.  We
concluded that these rigs met the held-for-sale criteria during the third quarter of 2020 and the fair value, less costs to sell, based on each rig's
estimated sales price, was in excess of the respective carrying value. As a result, we concluded that no impairment of these rigs had occurred
as of September 30, 2020. In October 2020, we completed the sale of VALARIS JU-84 and VALARIS JU-88.

Our  three  held-for-sale  rigs  had a  remaining aggregate  carrying value of  $4.6  million and are  included in  other  assets,  net,  on our
Condensed Consolidated Balance Sheet as of September 30, 2020.

Note 8 - Pension and Other Post-retirement Benefits

    We have defined-benefit pension plans and a retiree medical plan that provides post-retirement health and life insurance benefits.

    The components of net periodic pension and retiree medical cost were as follows (in millions):

 
Three Months Ended 

September 30,
Nine Months Ended

September 30,
April 11 -

September 30,
2020 2019 2020 2019

Service cost $ .7 $ .5 $ 2.0 $ 1.0 
Interest cost 6.6 7.7 19.5 13.9 
Expected return on plan assets (9.6) (9.4) (28.6) (17.6)

Net periodic pension and retiree medical cost
(income) $ (2.3) $ (1.2) $ (7.1) $ (2.7)

Included in contract drilling and general and administrative expense in our Condensed Consolidated Statements of Operations.

Included in other, net, in our condensed consolidated statements of operations.

During the nine months ended September  30,  2020,  we contributed $11.0 million to  our  pension and other  post-retirement  benefit
plans. The U. S. Cares Act provides relief for pension payments allowing for deferral of approximately $21.0 million of anticipated payments
to January 1, 2021. These amounts represent the minimum contributions we are required to make under relevant statutes. We do not expect to
make contributions in excess of the minimum required amounts.

Note 9 -  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 previously used derivatives to reduce our exposure to various market risks, primarily foreign currency exchange rate risk.

(1)

(2)

(2)

(1)

(2)
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The commencement of the Chapter 11 Cases constituted a termination event with respect to the Company’s derivative instruments,
which  permits  the  counterparties  of  our  derivative  instruments  to  terminate  their  outstanding  contracts.  The  exercise  of  these  termination
rights are not stayed under the Bankruptcy Code. During September 2020, the counterparties to the Company’s derivative instruments elected
to terminate their outstanding derivatives with us for an aggregate settlement of $3.6 million which was recorded as a gain in contract drilling
expense  in  our  Condensed  Consolidated  Statement  of  Operations  for  the  three  and  nine  months  ended  September  30,  2020 related  to  this
termination.

All derivatives were recorded on our condensed consolidated balance sheets at fair value. Derivatives subject to legally enforceable
master netting agreements were not offset on our Condensed Consolidated Balance Sheets. Accounting for the gains and losses resulting from
changes  in  the  fair  value  of  derivatives  depended  on  the  use  of  the  derivative  and  whether  it  qualified  for  hedge  accounting.  As  of
December 31, 2019, our condensed consolidated balance sheets included net foreign currency derivative assets of $5.4 million. See "Note 6-
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
December 31, 

2019
December 31, 

2019
Derivatives Designated as Hedging Instruments   
Foreign currency forward contracts - current $ 4.2 $ .7 
Foreign currency forward contracts - non-current .8 — 
 $ 5.0 $ .7 
Derivatives not Designated as Hedging Instruments   
Foreign currency forward contracts - current $ 1.3 $ .2 

Total $ 6.3 $ .9 

 
Derivative assets and liabilities that had maturity dates equal to or less than 12 months from the respective balance sheet dates were
included in other current assets and accrued liabilities and other, respectively, on our condensed consolidated balance sheets.
Derivative assets and liabilities that had maturity dates greater than 12 months from the respective balance sheet dates were included
in other assets and other liabilities, respectively, on our condensed consolidated balance sheets.

    
    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, 2020 and 2019

Gain (Loss) Recognized in 
Other Comprehensive Loss 

("OCI") on Derivatives 
(Effective Portion)

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

Portion)
2020 2019 2020 2019

Interest rate lock contracts $ — $ — $ — $ 1.7 
Foreign currency forward contracts $ 2.7 $ (5.7) $ (.5) $ 3.2 
Total $ 2.7 $ (5.7) $ (.5) $ 4.9 

(1)

(2)

(1)

(1)

(2)

 
(1)

(2)
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Nine Months Ended September 30, 2020 and 2019

Loss Recognized in Other
Comprehensive Loss ("OCI") on

Derivatives (Effective Portion)

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

Portion)
 2020 2019 2020 2019
Interest rate lock contracts $ — $ — $ — $ 1.8 
Foreign currency forward contracts (5.4) (7.3) (11.5) 6.5 

Total $ (5.4) $ (7.3) $ (11.5) $ 8.3 

Changes in the fair value of cash flow hedges 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.

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

During the three months ended September 30, 2020, $0.5 million of gains were reclassified from AOCI into contract drilling expense
and no gain or loss were reclassified from AOCI into depreciation expense in our condensed consolidated statement of operations.
During the three months ended September 30, 2019, $3.4 million of losses were reclassified from AOCI into contract drilling expense
and  $0.2  million  of  gains  were  reclassified  from  AOCI  into  depreciation  expense  in  our  condensed  consolidated  statement  of
operations.

During the nine months ended September 30, 2020, $2.0 million of losses were reclassified from AOCI into contract drilling expense
and  $13.5  million  of  gains  were  reclassified  from  AOCI  into  depreciation  expense  in  our  condensed  consolidated  statement  of
operations.  During  the  nine  months  ended  September  30,  2019,  $7.1  million  of  losses  were  reclassified  from  AOCI  into  contract
drilling  expense  and  $0.6  million  of  gains  were  reclassified  from  AOCI  into  depreciation  expense  in  our  condensed  consolidated
statement of operations.

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  entered  into  derivatives  that  hedge  the  fair  value  of
recognized  foreign  currency  denominated  assets  or  liabilities  but  did  not  designate  such  derivatives  as  hedging  instruments.  In  these
situations, a natural hedging relationship generally existed whereby changes in the fair value of the derivatives offset changes in the fair value
of the underlying hedged items. As of September 30, 2020, we did not have open derivative contracts to hedge against this risk.
     

Net losses of $1.5 million and $2.3 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 months ended September 30, 2020 and 2019. Net losses of
$0.2  million  and  $7.6  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 months ended September 30, 2020 and 2019, respectively.

 
(1)

(2)

(4)
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(3)
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Note 10 -  Earnings Per Share
 

We compute basic and diluted earnings per share ("EPS") in accordance with the two-class method. Net loss attributable to Valaris
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 includes the effect of all  potentially dilutive stock options and excludes non-vested shares. In the three and nine months
ended September 30, 2020 and 2019, our potentially dilutive instruments were not included in the computation of diluted EPS as the effect of
including these shares in the calculation would have been anti-dilutive.

The following table is a reconciliation of income (loss) from continuing operations attributable to Valaris shares used in our basic and
diluted EPS computations for the three and nine months ended September 30, 2020 and 2019 (in millions):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
Income (loss) from continuing operations attributable to Valaris $ (670.9) $ (197.1) $ (4,784.6) $ 18.0 
Income from continuing operations allocated to non-vested share

awards — — — (.6)
Income (loss) from continuing operations attributable to Valaris
shares $ (670.9) $ (197.1) $ (4,784.6) $ 17.4 

     Losses are not allocated to non-vested share awards. Due to the net loss position, potentially dilutive share awards are excluded from the
computation of diluted EPS.

Anti-dilutive share awards totaling 400,000 were excluded from the computation of diluted EPS for the three and nine months ended
September 30, 2020, respectively. Anti-dilutive share awards totaling 400,000 and 300,000 were excluded from the computation of diluted
EPS for the three and nine months ended September 30, 2019, respectively.

Under  the terms of  our  debt  agreement,  we have the option to  settle  our  2024 Convertible  Notes  in  cash,  shares  or  a  combination
thereof  for  the  aggregate  amount  due  upon  conversion.  However,  the  Commencement  of  the  Chapter  11  Cases  on  August  19,  2020,
constituted  an event  of  default  under  the  2024 Convertible  Notes.  Any efforts  to  enforce  payment  obligations  under  the  2024 Convertible
Notes, including any rights to require the repurchase by the Company of the 2024 Convertible Notes upon the NYSE delisting of the Class A
ordinary shares, are automatically stayed as a result of the filing of the Chapter 11 Cases. During each respective 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 and nine months ended September 30, 2020 and 2019.

Pursuant  to  the  terms  contemplated  in  the  RSA,  upon  emergence  from  bankruptcy,  our  existing  Class  A  ordinary  shares  will  be
cancelled. Depending on certain implementation mechanisms in the restructuring related to our Class A ordinary shares and satisfaction of the
applicable support requirements set forth in the RSA, the existing Class A ordinary shares may be exchanged for up to 0.01% of the New
Equity  and  7-year  warrants  to  purchase  up  to  7%  of  the  New  Equity  (subject  to  dilution  on  account  of  the  management  incentive  plan
contemplated by the RSA). The strike price of such warrants, if granted, will be set at a price per share equal to the value at which the Senior
Noteholders  would receive a  100% recovery on their  claims,  including accrued interest  up to  the Petition Date.  See “Note 2 - Chapter 11
Proceedings and Ability to Continue as a Going Concern” for additional information related to our RSA.”

(1)

(1)
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Note 11 - Debt

The  Commencement  of  the  Chapter  11  Cases  constituted  an  event  of  default  under  our  pre-petition  indebtedness.  Any  efforts  to
enforce payment obligations under our Debt Instruments and other obligations of the Debtors are automatically stayed as a result of the filing
of the Chapter 11 Cases and the holders' rights of enforcement in respect of the Debt Instruments are subject to the applicable provisions of
the Bankruptcy Code. See “Note 2 - Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the
Chapter 11 Cases.

On September 25, 2020, following approval by the Bankruptcy Court,  the Debtors entered into the DIP Credit  Agreement,  by and
among the Company, as Lead Borrower, and certain wholly owned subsidiaries of the Company, as borrowers, the lenders party thereto and
Wilmington Savings Fund Society, FSB, as administrative agent and security trustee, in an aggregate amount not to exceed $500.0 million
that  will  be  used  to  finance,  among other  things,  the  ongoing general  corporate  needs  of  the  Debtors  during  the  course  of  the  Chapter  11
Cases  and  to  pay  certain  fees,  costs  and  expenses  associated  with  the  Chapter  11  Cases.  For  additional  information  related  to  the  terms,
covenants and restrictions under the DIP Credit Agreement, please See “Note 2 - Chapter 11 Proceedings and Ability to Continue as a Going
Concern”.

As of September 30, 2020, we had no borrowings outstanding against our DIP Facility.

Senior Notes

The Commencement of the Chapter 11 Cases on August 19, 2020, constituted an event of default under our Senior Notes. Any efforts
to  enforce  payment  obligations  under  the  Senior  Notes  are  automatically  stayed  as  a  result  of  the  filing  of  the  Chapter  11  Cases.  The
aggregate  principal  amount  of  Senior  Notes  outstanding  as  well  as  associated  accrued  interest  as  of  the  Petition  Date  are  classified  as
Liabilities  Subject  to  Compromise  in  our  Condensed  Consolidated  Balance  Sheet  as  of  September  30,  2020.  See  “Note  2 –  Chapter  11
Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.

In  December  2016,  Ensco  Jersey  Finance  Limited,  a  wholly-owned  subsidiary  of  Valaris  plc,  issued  $849.5  million  aggregate
principal  amount  of  3.00% convertible  senior  notes  due  2024  (the  "2024  Convertible  Notes")  in  a  private  offering.  The  2024  Convertible
Notes  are  fully  and  unconditionally  guaranteed,  on  a  senior,  unsecured  basis,  by  Valaris  plc  and  are  exchangeable  into  cash,  our  Class  A
ordinary shares or a combination thereof, at our election.

The Commencement of the Chapter 11 Cases on August 19, 2020, constituted an event of default under the 2024 Convertible Notes.
Any efforts to enforce payment obligations under the 2024 Convertible Notes, including any rights to require the repurchase by the Company
of the 2024 Convertible Notes upon the NYSE delisting of the Class A ordinary shares, are automatically stayed as a result of the filing of the
Chapter  11  Cases.  The aggregate  principal  amount  of  2024 Convertible  Notes  outstanding as  well  as  associated  accrued interest  as  of  the
Petition Date are classified as Liabilities Subject to Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020.
See “Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.
    

Revolving Credit Facility

As of September 30, 2020, we had $581.0 million of borrowings outstanding under our revolving credit facility and $41.2 million of
undrawn letters of credit. The principal and interest under our revolving credit facility became immediately due and payable upon filing of the
Chapter 11 Cases, which constituted an event of default under the Credit Agreement. However, the ability of the lenders to exercise remedies
was stayed upon commencement of the Chapter 11 Cases. While the revolving credit facility has not been terminated, no further borrowings
are  permitted.  The  outstanding  borrowings  as  well  as  accrued  interest  as  of  the  Petition  Date  are  classified  as  Liabilities  Subject  to
Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020. See “Note 2 – Chapter 11 Proceedings and Ability to
Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.
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Senior Note Restructuring

As  a  result  of  the  Rowan  Transaction,  we  acquired  the  following  senior  notes  issued  by  Rowan  Companies,  Inc.  ("RCI")  and
guaranteed by Rowan: (1) $201.4 million in aggregate principal amount of 7.875% unsecured senior notes due 2019, which have been repaid
in full, (2) $620.8 million in aggregate principal amount of 4.875% 2022 Notes, (3) $398.1 million in aggregate principal amount of 4.75%
2024 Notes,  (4) $500.0 million in aggregate principal  amount of 7.375% 2025 Notes,  (5)  $400.0 million in aggregate principal  amount of
2042 Notes and (6) $400.0 million in aggregate principal amount of 5.85% 2044 Notes. On February 3, 2020, Rowan and RCI transferred
substantially  all  their  assets  on a  consolidated basis  to  Valaris  plc,  Valaris  plc  became the obligor  on the  notes  and Rowan and RCI were
relieved of their obligations under the notes and the related indenture.

Open Market Repurchases

In  early  March  2020,  we  repurchased  $12.8  million  of  our  outstanding  4.70%  Senior  notes  due  2021  on  the  open  market  for  an
aggregate purchase price of $9.7 million, excluding accrued interest, with cash on hand. As a result of the transaction, we recognized a pre-
tax gain of $3.1 million, net of discounts in other, net, in the condensed consolidated statement of operations.

Note 12 -  Shareholders' Equity

    Activity in our various shareholders' equity accounts for the three and nine months ended September 30, 2020 and 2019 were as follows (in
millions, except per share amounts):

 Shares Par Value

Additional 
Paid-in 
Capital

Retained 
Earnings
(Deficit) AOCI 

Treasury 
Shares

Non-
controlling 

Interest
BALANCE, December 31, 2019 205.9 $ 82.5 $ 8,627.8 $ 671.7 $ 6.2 $ (77.3) $ (1.3)

Net loss — — — (3,006.3) — — (1.4)
Shares issued under share-based compensation
plans, net — — (.7) — — .9 — 

Repurchase of shares — — — — — (.9) — 
Share-based compensation cost — — 7.8 — — — — 
Net other comprehensive loss — — — — (13.4) — — 

BALANCE, March 31, 2020 205.9 $ 82.5 $ 8,634.9 $ (2,334.6) $ (7.2) $ (77.3) $ (2.7)
Net loss — — — (1,107.4) — — (1.4)
Shares issued under share-based compensation
plans, net .2 .1 (.7) — — .6 — 

Repurchase of shares — — — — — (.1) — 
Share-based compensation cost — — 5.7 — — — — 
Net other comprehensive loss — — — — (6.1) — — 

Distributions to noncontrolling interests — — — — — — (.9)
BALANCE, June 30, 2020 206.1 $ 82.6 $ 8,639.9 $ (3,442.0) $ (13.3) $ (76.8) $ (5.0)

Net loss — — — (670.9) — — (1.1)
Shares issued under share-based compensation
plans, net — — (.5) — — .5 — 
Purchase of noncontrolling interests — — (7.2) — — — — 
Share-based compensation cost — — 4.3 — — — — 
Net other comprehensive income — — — — 2.1 — — 

BALANCE, September 30, 2020 206.1 $ 82.6 $ 8,636.5 $ (4,112.9) $ (11.2) $ (76.3) $ (6.1)
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 Shares Par Value

Additional 
Paid-in 
Capital

Retained 
Earnings AOCI 

Treasury 
Shares

Non-
controlling 

Interest
BALANCE, December 31, 2018 115.2 $ 46.2 $ 7,225.0 $ 874.2 $ 18.2 $ (72.2) $ (2.6)

Net loss — — — (190.4) — — 2.4 
Dividends paid ($0.04 per share) — — — (4.5) — — — 
Shares issued under share-based compensation plans,
net — — (.1) — — .1 — 

Repurchase of shares — — — — — (2.8) — 
Share-based compensation cost — — 5.3 — — — — 
Net other comprehensive income — — — — 1.5 — — 

BALANCE, March 31, 2019 115.2 $ 46.2 $ 7,230.2 $ 679.3 $ 19.7 $ (74.9) $ (0.2)
Net income — — — 405.5 — — 1.8 
Equity issuance in connection with the Rowan
Transaction 88.0 35.2 1,367.5 — — .1 — 

Shares issued under share-based compensation plans,
net 2.6 1.1 (1.1) — — (.8) — 

Repurchase of shares — — — — — (1.4) — 
Share-based compensation cost — — 13.8 — — — — 
Net other comprehensive income — — — — .2 — — 

BALANCE, June 30, 2019 205.8 $ 82.5 $ 8,610.4 $ 1,084.8 $ 19.9 $ (77.0) $ 1.6 
Net loss — — — (197.1) — — (.4)
Equity issuance costs — — (.6) — — — — 
Share-based compensation cost — — 9.7 — — — — 
Distributions to noncontrolling interests — — — — — — (2.1)
Repurchase of shares — — — — — (.2) — 
Net other comprehensive loss — — — — (1.0) — — 

BALANCE, September 30, 2019 205.8 $ 82.5 $ 8,619.5 $ 887.7 $ 18.9 $ (77.2) $ (.9)

Note 13 - Income Taxes
 

Valaris  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. Therefore, we generally incur income tax expense in periods in
which we operate at a loss.
    

Our drilling rigs frequently move from one taxing jurisdiction to another to perform contract drilling services. In some instances, the
movement of 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 profitability levels and
changes in tax laws, our annual effective income tax rate may vary substantially from one reporting period to another.

40



Income tax rates and taxation systems in the jurisdictions in which our subsidiaries conduct operations vary and our subsidiaries are
frequently subjected to minimum taxation regimes. In some jurisdictions, tax liabilities are based on gross revenues, statutory or negotiated
deemed profits or other factors, rather than on net income and our subsidiaries are frequently unable to realize tax benefits when they operate
at a loss. Accordingly, during periods of declining profitability, our income tax expense may not decline proportionally with income, which
could result in higher effective income tax rates. Furthermore, we will continue to incur income tax expense in periods in which we operate at
a loss.

Historically, we 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 and nine months ended September 30, 2020 and 2019. We used a
discrete  effective  tax  rate  method  to  calculate  income  taxes  for  the  three  and  nine  months  ended  September  30,  2020  and  2019.  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  expense  for  the  three  months  ended  September  30,  2020  was  $13.8  million  and  was  primarily  attributable  to
changes  in  liabilities  for  unrecognized  tax  benefits  associated  with  tax  positions  taken  in  prior  years,  rig  sales  and  reorganization  items.
Discrete income tax benefit for the three months ended September 30, 2019 was $18.4 million and was primarily attributable to restructuring
transactions, the impairment of a drilling rig, changes in liabilities for unrecognized tax benefits associated with tax positions taken in prior
years and other resolutions of prior year tax matters, partially offset by discrete tax expense resulting from gains on the repurchase of debt.
Excluding the  aforementioned discrete  tax  items,  income tax  expense  for  the  three  months  ended September  30,  2020 and 2019 was  $8.1
million and $19.9 million, respectively.

Discrete income tax benefit  for the nine months ended September 30, 2020 was $197.9 million and was primarily attributable to a
restructuring  transaction,  rig  impairments,  implementation  of  the  U.S.  Cares  Act,  changes  in  liabilities  for  unrecognized  tax  benefits
associated with tax positions taken in prior years, rig sales, reorganization items and the resolution of other prior period tax matters. Discrete
income  tax  benefit  for  the  nine  months  ended  September  30,  2019  was  $19.0  million  and  was  primarily  attributable  to  restructuring
transactions, the impairment of a drilling rig, changes in liabilities for unrecognized tax benefits associated with tax positions taken in prior
years and other resolutions of prior year tax matters, partially offset by discrete tax expense resulting from gains on the repurchase of debt.
Excluding the aforementioned discrete tax items,  income tax expense for the nine months ended September 30,  2020 and 2019 was $52.0
million and $84.6 million, respectively.

Restructuring Transactions

As discussed  in  "Note 11 -  Debt",  on  February  3,  2020,  Rowan and RCI  transferred  substantially  all  their  assets  and  liabilities  to
Valaris  plc,  and Valaris  plc  became the obligor  on the  2022 Notes,  2042 Notes,  7.375% 2025 Notes,  4.75% 2024 Notes  and 5.85% 2044
Notes. We recognized a tax benefit of $66.0 million during the nine months ended September 30, 2020 in connection with this transaction.

On  October  8,  2020,  we  concluded  a  pre-filing  agreement  with  the  U.S.  Internal  Revenue  Service  involving  the  amount  and
characterization of a $5.6 billion loss incurred in connection with a restructuring transaction in 2019. As a result of this agreement, we expect
to  recognize  an  approximate  $120.0  million  tax  benefit  during  the  quarter  ending  December  31,  2020.  In  addition,  an  approximate
$880.0  million  deferred  tax  asset  will  be  recharacterized  from  a  capital  loss  carryforward  at  September  30,  2020,  to  a  net  operating  loss
carryforward at December 31, 2020. The approximate $880 million deferred tax asset is expected to remain subject to a valuation allowance.
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Unrecognized Tax Benefits

During 2019, the Luxembourg tax authorities issued aggregate tax assessments totaling approximately €142.0 million (approximately
$166.5  million  converted  using  the  current  period-end  exchange  rates)  related  to  tax  years  2014,  2015  and  2016  for  several  of  Rowan's
Luxembourg subsidiaries.  We recorded €93.0 million (approximately $109.0 million converted using the current period-end exchange rates)
in purchase accounting related to these assessments. During the first quarter of 2020, in connection with the administrative appeals process,
the  tax  authority  withdrew assessments  of  €142.0  million (approximately  $166.5  million converted using the  current  period-end exchange
rates), accepting the associated tax returns as previously filed. Accordingly, we de-recognized previously accrued liabilities for uncertain tax
positions and net wealth taxes of €79.0 million (approximately $92.6 million converted using the current period-end exchange rates) and €2.0
million  (approximately  $2.3  million  converted  using  the  current  period-end  exchange  rates),  respectively.  The  de-recognition  of  amounts
related to these assessments was recognized as a tax benefit during the three-month period ended March 31, 2020 and is included in changes
in operating assets and liabilities on the condensed consolidated statement of cash flows for the nine months ended September 30, 2020.

During 2019, the Australian tax authorities issued aggregate tax assessments totaling approximately A$101 million (approximately
$72.3  million  converted  at  current  period-end exchange  rates)  plus  interest  related  to  the  examination  of  certain  of  our  tax  returns  for  the
years  2011 through 2016.  During the  third  quarter  of  2019,  we made a  A$42 million payment  (approximately  $29 million at  then-current
exchange rates) to the Australian tax authorities to litigate the assessment. We have recorded a $16.4 million liability for these assessments as
of  September  30,  2020.  We  believe  our  tax  returns  are  materially  correct  as  filed,  and  we  are  vigorously  contesting  these  assessments.
Although the outcome of such assessments and related administrative proceedings cannot be predicted with certainty, we do not expect these
matters to have a material adverse effect on our financial position, operating results and cash flows.

Several of our rigs are owned by subsidiaries in Switzerland that are subject to a special finance taxation regime under Swiss income
tax rules. Swiss federal and cantonal governments have enacted tax legislation (“Swiss tax reform”) effective January 1, 2020. Under Swiss
tax  reform,  the  finance  taxation  regime  has  been  abolished  but  our  Swiss  subsidiaries  will  remain  subject  to  the  finance  taxation  regime
through  December  31,  2021  and  transition  to  deriving  income  tax  based  on  net  income  beginning  January  1,  2022.  There  are  various
uncertainties  relating  to  the  application  of  Swiss  tax  reform  to  finance  taxation  regime  taxpayers,  the  most  prominent  of  which  is  the
determination of the Swiss tax basis of property and equipment. Based on all information currently available, we do not expect to recognize
significant deferred tax assets or liabilities in connection with Swiss tax reform. As the Swiss tax authorities further clarify the application of
Swiss tax reform to finance taxation regime taxpayers, we may recognize deferred tax adjustments and they may have a material effect on our
consolidated financial statements.  

  
Note 14 - Contingencies

Angola Non-Drilling Event

In  March  2020,  VALARIS  DS-8  experienced  a  non-drilling  incident  while  operating  offshore  Angola,  resulting  in  the  blowout
preventer (BOP) stack being disconnected from the riser while the rig was moving between well locations. The BOP stack, which we later
recovered,  dropped to the seabed floor,  clear of  any subsea structures.  No injuries,  environmental  pollution or third-party damage resulted
from the BOP stack being disconnected. 

As a result of the incident, the operator terminated the contract. The termination results in a decline in our contracted revenue backlog
of approximately $150 million. We have loss of hire insurance for $602,500 per day, after a 45-day deductible waiting period, through the
end of the contract in November 2020. The waiting period expired on April 22, 2020. We have received loss of hire insurance recoveries of
$118.1 million, which represents
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the total amount owed to us under the applicable insurance policy. The recovery was recognized and recorded in Other operating income on
our Condensed Consolidated Statements of Operation.

Indonesian Well-Control Event

In  July  2019,  a  well  being  drilled  offshore  Indonesia  by  one  of  our  jackup  rigs  experienced  a  well-control  event  requiring  the
cessation of drilling activities. In February 2020, the rig resumed operations. Indonesian authorities initiated an investigation into the event
and have contacted the customer, us and other parties involved in drilling the well for additional information. We are cooperating with the
Indonesian authorities. We cannot predict the scope or ultimate outcome of this investigation. If the Indonesian authorities determine that we
violated local laws in connection with this matter, we could be subject to penalties including environmental or other liabilities, which may
have a material adverse impact on us.

Middle East Dispute

On July 30, 2019, we received notice that a local partner of legacy Ensco plc in the Middle East filed a lawsuit in the U.K. against the
Company  alleging  it  induced  the  breach  of  a  non-compete  provision  in  an  agreement  between  the  local  partner  and  a  subsidiary  of  the
Company.  The lawsuit included a claim for an unspecified amount of damages in excess of £100 million and other relief.  We reached an
agreement to settle this matter and to acquire the local partner's interest in the subsidiary for an aggregate amount of $27.5 million, which was
paid in April 2020. Of this amount, we concluded that $20.3 million was attributable to the settlement of the dispute and was recognized as a
loss  included  in  other,  net,  in  our  consolidated  statement  of  operations  for  the  year  ended  December  31,  2019.  The  remaining  amount  is
attributable to the acquisition of the local partner's interest in the subsidiary and was recognized as an adjustment to Additional paid-in-capital
on our Condensed Consolidated Balance Sheet as of September 30, 2020.

ARO Funding Obligations

Valaris  and  Saudi  Aramco have  agreed  to  take  all  steps  necessary  to  ensure  that  ARO purchases  at  least  20  newbuild  jackup rigs
ratably over an approximate 10-year period. In January 2020, ARO ordered the first two newbuild jackups for delivery scheduled in 2022.
The  partners  intend  for  the  newbuild  jackup  rigs  to  be  financed  out  of  available  cash  from ARO's  operations  and/or  funds  available  from
third-party debt  financing.  ARO paid a 25% down payment from cash on hand for  each of  the newbuilds ordered in January 2020.  In the
event ARO has insufficient  cash from operations or is  unable to obtain third-party financing,  each partner may periodically be required to
make  additional  capital  contributions  to  ARO,  up  to  a  maximum  aggregate  contribution  of  $1.25  billion  from  each  partner  to  fund  the
newbuild program. The Company's capital contributions to ARO pursuant to this requirement may require approval of the Bankruptcy Court
during the Chapter 11 Cases. Each partner's commitment shall be reduced by the actual cost of each newbuild rig, on a proportionate basis.
The  partners  agreed  that  Saudi  Aramco,  as  a  customer,  will  provide  drilling  contracts  to  ARO  in  connection  with  the  acquisition  of  the
newbuild rigs. The initial contracts for each newbuild rig will be determined using a pricing mechanism that targets a six-year payback period
for construction costs on an EBITDA basis. The initial eight-year contracts will be followed by a minimum of another eight years of term, re-
priced in three-year intervals based on a market pricing mechanism.

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 and 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,  2020 totaled $123.1 million and are issued under facilities  provided by various banks and other financial
institutions.  Obligations  under  these  letters  of  credit  are  not  normally  called,  as  we  typically  comply  with  the  underlying  performance
requirement. As of September 30, 2020, we had insignificant collateral deposits with respect to these agreements.

Note 15 - Segment Information
 

Our business consists of four operating segments: (1) Floaters, which includes our drillships and semisubmersible rigs, (2) Jackups,
(3)  ARO  and  (4)  Other,  which  consists  of  management  services  on  rigs  owned  by  third-parties  and  the  activities  associated  with  our
arrangements with ARO under the Transition Services Agreement, Rig Lease Agreements and Secondment Agreement. Floaters, Jackups and
ARO are also reportable segments.

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  (loss)  and  are  included  in  "Reconciling  Items."  Substantially  all  of  the
expenses incurred associated with our Transition Services Agreement are included in general and administrative under "Reconciling Items" in
the table set forth below. We measure segment assets as property and equipment.

The full  operating results  included below for ARO (representing only results  of ARO from the Transaction Date) are not included
within our consolidated results and thus deducted under "Reconciling Items" and replaced with our equity in earnings of ARO. See "Note 5 -
Equity Method Investment in ARO" for additional information on ARO and related arrangements.

Segment information for the three and nine months ended September 30, 2020 and 2019 is presented below (in millions):

Three Months Ended September 30, 2020

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 57.1 $ 186.8 $ 145.6 $ 41.4 $ (145.6) $ 285.3 
Operating expenses
Contract drilling (exclusive of
depreciation) 128.5 160.2 99.0 18.5 (99.0) 307.2 
Loss on impairment — — — — — — 
Depreciation 55.8 52.9 14.8 11.3 (12.4) 122.4 
General and administrative — — 5.8 — 66.3 72.1 
Other operating income 118.1 — — — — 118.1 
Equity in earnings of ARO — — — — 3.9 3.9 
Operating income (loss) $ (9.1) $ (26.3) $ 26.0 $ 11.6 $ (96.6) $ (94.4)
Property and equipment, net $ 6,465.9 $ 3,961.0 $ 736.3 $ 655.5 $ (736.3) $ 11,082.4 
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Three Months Ended September 30, 2019

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 269.8 $ 217.8 $ 138.4 $ 63.7 $ (138.4) $ 551.3 
Operating expenses
Contract drilling (exclusive of
depreciation) 250.3 213.5 92.7 32.7 (92.7) 496.5 
Loss on impairment 88.2 — — — — 88.2 
Depreciation 92.7 55.9 14.6 8.5 (8.7) 163.0 
General and administrative — — 8.8 — 27.3 36.1 
Equity in losses of ARO — — — — (3.7) (3.7)
Operating income (loss) $ (161.4) $ (51.6) $ 22.3 $ 22.5 $ (68.0) $ (236.2)
Property and equipment, net $ 10,187.5 $ 5,022.0 $ 652.5 $ — $ (611.3) $ 15,250.7 

Nine Months Ended September 30, 2020

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 400.3 $ 585.9 $ 431.9 $ 144.5 $ (431.9) $ 1,130.7 
Operating expenses

Contract drilling (exclusive of
depreciation) 513.2 569.0 319.8 71.7 (319.8) 1,153.9 
Loss on impairment 3,386.2 254.3 — 5.7 — 3,646.2 
Depreciation 207.2 164.2 41.1 33.6 (27.7) 418.4 
General and administrative — — 21.2 — 166.9 188.1 
Other operating income 118.1 — — — — 118.1 
Equity in losses of ARO — — — — (7.6) (7.6)

Operating income (loss) $ (3,588.2) $ (401.6) $ 49.8 $ 33.5 $ (258.9) $ (4,165.4)
Property and equipment, net $ 6,465.9 $ 3,961.0 $ 736.3 $ 655.5 $ (736.3) $ 11,082.4 

Nine Months Ended September 30, 2019

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 798.1 $ 604.0 262.2 $ 139.0 $ (262.2) $ 1,541.1 
Operating expenses

Contract drilling (exclusive of
depreciation) 681.3 561.1 171.7 87.0 (171.7) 1,329.4 
Loss on impairment 88.2 — — — 2.5 90.7 
Depreciation 271.4 146.0 26.9 15.3 (13.7) 445.9 
General and administrative — — 13.9 — 133.0 146.9 
Equity in losses of ARO — — — — (3.1) (3.1)

Operating income (loss) $ (242.8) $ (103.1) $ 49.7 $ 36.7 $ (215.4) $ (474.9)
Property and equipment, net $ 10,187.5 $ 5,022.0 $ 652.5 $ — $ (611.3) $ 15,250.7 
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Information about Geographic Areas

    As of September 30, 2020, the geographic distribution of our and ARO's drilling rigs was as follows:

Floaters Jackups Other Total Valaris ARO
North & South America 5 6 — 11 —
Europe & the Mediterranean 7 14 — 21 —
Middle East & Africa 2 10 9 21 7
Asia & Pacific Rim 2 6 — 8 —
Asia & Pacific Rim (under construction) 2 — — 2 —
Held-for-sale 1 2 — 3 —

Total 19 38 9 66 7

We provide management services on two rigs owned by third-parties not included in the table above.

Note 16 - Supplemental Financial Information

Condensed Consolidated Balance Sheet Information

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

September 30, 
2020

December 31, 
2019

Trade $ 383.3 $ 466.4 
Other 55.9 60.3 
 439.2 526.7 
Allowance for doubtful accounts (9.5) (6.0)
 $ 429.7 $ 520.7 

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

September 30, 
2020

December 31, 
2019

Materials and supplies $ 293.1 $ 340.1 
Prepaid expenses 64.3 13.5 
Prepaid taxes 49.9 36.2 
Deferred costs 21.5 23.3 
Other 25.9 33.4 
 $ 454.7 $ 446.5 
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Other assets consisted of the following (in millions):

September 30, 
2020

December 31, 
2019

Tax receivables $ 65.5 $ 36.3 
Deferred tax assets 42.9 26.6 
Right-of-use assets 41.6 58.1 
Supplemental executive retirement plan assets 21.9 26.0 
Intangible assets 3.1 11.9 
Other 25.2 29.4 

$ 200.2 $ 188.3 

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

September 30, 
2020

December 31, 
2019

Personnel costs $ 80.9 $ 134.4 
Income and other taxes payable 52.7 61.2 
Deferred revenue 38.9 30.0 
Lease liabilities 15.6 21.1 
Accrued interest — 115.2 
Settlement of legal dispute — 20.3 
Other 19.2 35.5 
 $ 207.3 $ 417.7 

        
Other liabilities consisted of the following (in millions):

September 30, 
2020

December 31, 
2019

Unrecognized tax benefits (inclusive of interest and penalties) $ 253.3 $ 323.1 
Pension and other post-retirement benefits 227.4 246.7 
Intangible liabilities 50.6 52.1 
Lease liabilities 40.6 51.8 
Deferred tax liabilities 37.3 99.0 
Supplemental executive retirement plan liabilities 22.2 26.7 
Personnel costs 15.7 24.5 
Deferred revenue 7.1 9.7 
Other 42.7 33.8 
 $ 696.9 $ 867.4 

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

September 30, 
2020

December 31, 
2019

Pension and other post-retirement benefits $ (21.7) $ (21.7)
Currency translation adjustment 6.6 7.1 
Derivative instruments 5.7 22.6 
Other (1.8) (1.8)

$ (11.2) $ 6.2 
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Condensed Consolidated Statement of Operations Information        

Other, net, for the three and nine months ended September 30, 2020 and 2019 (in millions):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
Currency translation adjustments $ (7.5) $ 4.9 $ (4.9) $ 1.8 
Net periodic pension (cost) income, excluding service cost 3.0 1.7 9.1 3.7 
Gain on bargain purchase and measurement period adjustments — (53.0) (6.3) 659.8 
Gain on extinguishment of debt — 194.1 3.1 194.1 
Other income (expense) 1.4 (.3) 1.5 (6.0)

$ (3.1) $ 147.4 $ 2.5 $ 853.4 

Concentration of Risk

We are exposed to credit risk related to our receivables from customers, our cash and cash equivalents, 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 investments by focusing on diversification and quality of instruments.

We mitigate our credit  risk relating to counterparties of our derivatives 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 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 9 - Derivative Instruments" for additional information on our derivative activity.

Consolidated revenues by customer for the three and nine months ended September 30, 2020 and 2019 were as follows:

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
BP 11 % 10 % 9 % 8 %
Saudi Aramco 9 % 16 % 9 % 12 %
Total 5 % 15 % 10 % 15 %
Other 75 % 59 % 72 % 65 %

100 % 100 % 100 % 100 %

During the three months ended September 30, 2020, 24% of the revenues provided by BP were attributable to our Jackups segment,
14% of the revenues were attributable to our Floaters segment and the remaining were attributable to our managed rigs. During the
nine months ended September 30, 2020, 21% of the revenues provided by BP were attributable to our Jackups segment, 23% of the
revenues were attributable to our Floaters segment and the remaining were attributable to our managed rigs.

(1)

(2)

(3)

(1)
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During the three months ended September 30, 2019, 43% of the revenues provided by BP were attributable to our Jackups segment,
17% of the revenues were attributable to our Floaters segment and the remaining were attributable to our managed rigs. During the
nine months ended September 30, 2019, 41% of the revenues provided by BP were attributable to our Jackups segment, 16% of the
revenues were attributable to our Floaters segment and the remaining were attributable to our managed rigs.

During the three and nine months ended September 30, 2020 and 2019, all revenues were attributable to our Jackups segment.

During the three and nine months ended September 30, 2020, 32% and 75% of revenues provided by Total were attributable to the
Floaters segment and the remaining were attributable to the Jackups segment. During the three and nine months ended September 30,
2019, 90% and 93% of revenues provided by Total were attributable to the Floaters segment and the remaining were attributable to
the Jackups segment.

    Consolidated revenues by region for the three and nine months ended September 30, 2020 and 2019 were as follows:

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
Norway $ 53.5 $ .2 $ 141.0 $ 9.9 
Saudi Arabia 48.5 90.3 189.7 226.9 
United Kingdom 48.0 59.6 153.3 157.2 
U.S. Gulf of Mexico 38.0 83.1 183.3 231.2 
Australia 18.6 51.6 117.0 189.0 
Angola .2 72.1 63.4 210.8 
Other 78.5 194.4 283.0 516.1 

$ 285.3 $ 551.3 $ 1,130.7 $ 1,541.1 

During the three and nine months ended September 30, 2020 and 2019, all revenues earned in the United Kingdom and Norway were
attributable to our Jackups segment.

During the three and nine months ended September 30,  2020,  55% and 56% of the revenues earned in Saudi Arabia,  respectively,
were  attributable  to  our  Jackups  segment.  The  remaining  revenues  were  attributable  to  our  Other  segment  and  related  to  our  rigs
leased to ARO and certain revenues related to our Transition Services Agreement and Secondment Agreement.

During the three and nine months ended September 30, 2019, 58% and 69% of the revenues earned in Saudi Arabia,  respectively,
were  attributable  to  our  Jackups  segment.  The  remaining  revenues  were  attributable  to  our  Other  segment  and  related  to  our  rigs
leased to ARO and certain revenues related to our Transition Services Agreement and Secondment Agreement.

During the three months ended September 30, 2020, 38% of the revenues earned in the U.S. Gulf of Mexico were attributable to our
Floaters segment, 11% were attributable to our Jackups segment and the remaining revenues were attributable to our managed rigs.
During the nine months ended September 30, 2020, 56% of the revenues earned in the U.S. Gulf of Mexico were attributable to our
Floaters segment, 11% were attributable to our Jackups segment and the remaining revenues were attributable to our managed rigs.

(2)

(3)

(1)

(2)

(1)

(3)

(4)

(5)

(1)

(2)

(3)
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During the three months ended September 30, 2019, 52% of the revenues earned in the U.S. Gulf of Mexico were attributable to our
Floaters segment, 22% were attributable to our Jackups segment and the remaining revenues were attributable to our managed rigs.
During the nine months ended September 30, 2019, 40% 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 managed rigs.

During the three months ended September 30, 2020 and 2019, 100% and 99% of the revenues earned in Australia, respectively, were
attributable to our Floaters segment, and the remaining revenues were attributable to our Jackups segment.

During the nine months ended September 30, 2020 and 2019, 91% and 95% of the revenues earned in Australia, respectively, were
attributable to our Floaters segment, and the remaining revenues were attributable to our Jackups segment.

During the three months ended September 30, 2020, all of the revenues earned in Angola were attributable to our Jackup segment.
During the three months ended September 30, 2019, 86% of the revenues earned in Angola, were attributable to our Floaters segment,
and the remaining revenues were attributable to our Jackups segment.

During the nine months ended September 30,  2020 and 2019,  79% and 87% of the revenues earned in Angola,  respectively,  were
attributable to our Floaters segment, and the remaining revenues were attributable to our Jackups segment.

Note 17 - Guarantee of Registered Securities

In connection with the Pride acquisition, Valaris and Pride entered into a supplemental indenture to the indenture dated 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 Valaris of Pride’s 2020 Notes and 2040 Notes, which had an aggregate outstanding principal balance of $422.9 million as of
September 30, 2020. The Valaris guarantee provides for the unconditional and irrevocable guarantee of the prompt payment, when due, of
any amount owed to the holders of the notes.
 

Valaris  is  also  a  full  and  unconditional  guarantor  of  the  7.2% debentures  due  2027  issued  by  Ensco  International  Incorporated  in
November 1997, which had an aggregate outstanding principal balance of $112.1 million as of September 30, 2020.
    

Pride  and  Ensco  International  Incorporated  are  100%  owned  subsidiaries  of  Valaris.  All  guarantees  are  unsecured  obligations  of
Valaris ranking equal in right of payment with all of its existing and future unsecured and unsubordinated indebtedness.

Valaris, Pride and Ensco International Incorporated as well as certain entities included below in non-guarantor subsidiaries of Valaris
are  the  Debtors  in  the  Chapter  11  Cases.  The  Debtors  continue  to  operate  their  businesses  and  manage  their  properties  as  "debtors-in-
possession" under the jurisdiction of the Bankruptcy Court and in accordance with applicable provisions of the Bankruptcy Code and orders
of the Bankruptcy Court. See "Note 2 -Chapter 11 Proceedings and Ability to Continue as a Going Concern" for additional information.
   

The  following tables  present  the  unaudited  condensed  consolidating  statements  of  operations  for  the  three  and  nine  months  ended
September  30,  2020  and  2019;  the  unaudited  condensed  consolidating  statements  of  comprehensive  income  (loss)  for  the  three  and  nine
months  ended  September  30,  2020  and  2019;  the  condensed  consolidating  balance  sheets  as  of  September  30,  2020  (unaudited)  and
December 31, 2019; and the unaudited condensed consolidating statements of cash flows for the nine months ended September 30, 2020 and
2019, in accordance with Rule 3-10 of Regulation S-X.

(4)

(5)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Three Months Ended September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING REVENUES $ 12.4 $ 85.3 $ — $ 372.4 $ (184.8) $ 285.3 
OPERATING EXPENSES

Contract drilling (exclusive of depreciation) 72.4 84.7 — 334.9 (184.8) 307.2 
Depreciation — 1.8 — 120.6 — 122.4 
General and administrative 26.7 8.8 — 36.6 — 72.1 

Total operating expenses 99.1 95.3 — 492.1 (184.8) 501.7 
OTHER OPERATING INCOME — — — 118.1 — 118.1 
EQUITY IN EARNINGS OF ARO — — — 3.9 — 3.9 

OPERATING INCOME (LOSS) (86.7) (10.0) — 2.3 — (94.4)
OTHER INCOME (EXPENSE), NET (499.1) (0.8) 64.8 (123.1) 2.5 (555.7)
INCOME (LOSS) BEFORE INCOME
TAXES (585.8) (10.8) 64.8 (120.8) 2.5 (650.1)
PROVISION FOR INCOME TAXES — 7.3 — 14.6 — 21.9 
EQUITY EARNINGS (LOSSES) IN
AFFILIATES, NET OF TAX (85.1) 43.2 3.0 — 38.9 — 

NET INCOME (LOSS) (670.9) 25.1 67.8 (135.4) 41.4 (672.0)
NET LOSS ATTRIBUTABLE TO
NONCONTROLLING INTERESTS — — — 1.1 — 1.1 
NET INCOME (LOSS) ATTRIBUTABLE
TO VALARIS $ (670.9) $ 25.1 $ 67.8 $ (134.3) $ 41.4 $ (670.9)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Three Months Ended September 30, 2019
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International

LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING REVENUES $ 15.7 $ 53.0 $ — $ 588.8 $ (106.2) $ 551.3 
OPERATING EXPENSES      

Contract drilling (exclusive of depreciation) 19.3 45.3 — 538.1 (106.2) 496.5 
Loss on impairment — — — 88.2 — 88.2 
Depreciation — 7.7 — 155.3 — 163.0 
General and administrative 9.7 .1 — 26.3 — 36.1 

Total operating expenses 29.0 53.1 — 807.9 (106.2) 783.8 
EQUITY IN EARNINGS OF ARO — — — (3.7) — (3.7)
OPERATING LOSS (13.3) (.1) — (222.8) — (236.2)
OTHER INCOME (EXPENSE), NET 94.7 (5.6) (20.2) (33.0) 4.3 40.2 
INCOME (LOSS) BEFORE INCOME TAXES 81.4 (5.7) (20.2) (255.8) 4.3 (196.0)
PROVISION (BENEFIT) FOR INCOME

TAXES — (18.4) — 19.9 — 1.5 
EQUITY LOSSES IN AFFILIATES, NET OF

TAX (278.5) (40.2) (68.0) — 386.7 — 
NET LOSS (197.1) (27.5) (88.2) (275.7) 391.0 (197.5)
NET LOSS ATTRIBUTABLE TO

NONCONTROLLING INTERESTS — — — .4 — .4 
NET LOSS ATTRIBUTABLE TO VALARIS $ (197.1) $ (27.5) $ (88.2) $ (275.3) $ 391.0 $ (197.1)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Nine Months Ended September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING REVENUES $ 47.3 $ 182.0 $ — $ 1,311.4 $ (410.0) $ 1,130.7 
OPERATING EXPENSES

Contract drilling (exclusive of depreciation) 128.6 180.4 — 1,254.9 (410.0) 1,153.9 
Loss on impairment — — — 3,646.2 — 3,646.2 
Depreciation — 11.1 — 407.3 — 418.4 
General and administrative 60.4 33.6 — 94.1 — 188.1 
Total operating expenses 189.0 225.1 — 5,402.5 (410.0) 5,406.6 
OTHER OPERATING INCOME — — — 118.1 118.1 
EQUITY IN LOSSES OF ARO — — — (7.6) — (7.6)
OPERATING LOSS (141.7) (43.1) — (3,980.6) — (4,165.4)

OTHER INCOME (EXPENSE), NET (283.6) (1.0) 27.0 (522.8) 11.4 (769.0)
INCOME (LOSS) BEFORE INCOME
TAXES (425.3) (44.1) 27.0 (4,503.4) 11.4 (4,934.4)

BENEFIT FOR INCOME TAXES — (92.7) — (53.2) — (145.9)
EQUITY EARNINGS (LOSSES) IN
AFFILIATES, NET OF TAX (4,359.3) (91.4) 17.9 — 4,432.8 — 

NET INCOME (LOSS) (4,784.6) (42.8) 44.9 (4,450.2) 4,444.2 (4,788.5)
NET LOSS ATTRIBUTABLE TO
NONCONTROLLING INTERESTS — — — 3.9 — 3.9 
NET INCOME (LOSS) ATTRIBUTABLE
TO VALARIS $ (4,784.6) $ (42.8) $ 44.9 $ (4,446.3) $ 4,444.2 $ (4,784.6)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS

Nine Months Ended September 30, 2019
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING REVENUES $ 47.0 $ 128.6 $ — $ 1,627.1 $ (261.6) $ 1,541.1 
OPERATING EXPENSES       

Contract drilling (exclusive of depreciation) 49.3 112.8 — 1,428.9 (261.6) 1,329.4 
Loss on impairment — — — 90.7 — 90.7 
Depreciation — 15.4 — 430.5 — 445.9 
General and administrative 71.0 .3 — 75.6 — 146.9 

Total operating expenses 120.3 128.5 — 2,025.7 (261.6) 2,012.9 
EQUITY IN EARNINGS OF ARO — — — (3.1) — (3.1)
OPERATING INCOME (LOSS) (73.3) .1 — (401.7) — (474.9)

OTHER INCOME (EXPENSE), NET 773.5 (36.6) (61.0) (126.3) 12.7 562.3 
INCOME (LOSS) BEFORE INCOME
TAXES 700.2 (36.5) (61.0) (528.0) 12.7 87.4 

PROVISION FOR INCOME TAXES — 10.6 — 55.0 — 65.6 
EQUITY EARNINGS (LOSSES) IN
AFFILIATES, NET OF TAX (682.2) 35.1 (14.9) — 662.0 — 

NET INCOME (LOSS) 18.0 (12.0) (75.9) (583.0) 674.7 21.8 
NET INCOME ATTRIBUTABLE TO
NONCONTROLLING INTERESTS — — — (3.8) — (3.8)
NET INCOME (LOSS) ATTRIBUTABLE
TO VALARIS $ 18.0 $ (12.0) $ (75.9) $ (586.8) $ 674.7 $ 18.0 
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE LOSS

Three Months Ended September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

NET INCOME (LOSS) $ (670.9) $ 25.1 $ 67.8 $ (135.4) $ 41.4 $ (672)
OTHER COMPREHENSIVE INCOME

(LOSS), NET
Net change in derivative fair value — 2.7 — — — 2.7 
Reclassification of net gains on derivative

instruments from other comprehensive
income (loss) to net income (loss) — (.5) — — — (.5)

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

(LOSS) — 2.2 — (.1) — 2.1 
COMPREHENSIVE INCOME (LOSS) (670.9) 27.3 67.8 (135.5) 41.4 (669.9)
COMPREHENSIVE LOSS ATTRIBUTABLE

TO NONCONTROLLING INTERESTS — — — 1.1 — 1.1 
COMPREHENSIVE INCOME (LOSS)

ATTRIBUTABLE TO VALARIS $ (670.9) $ 27.3 $ 67.8 $ (134.4) $ 41.4 $ (668.8)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE LOSS

Three Months Ended September 30, 2019
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

NET LOSS $ (197.1) $ (27.5) $ (88.2) $ (275.7) $ 391.0 $ (197.5)
OTHER COMPREHENSIVE LOSS, NET

Net change in derivative fair value — (5.7) — — — (5.7)
Reclassification of net losses on derivative

instruments from other comprehensive loss
to net loss — 4.9 — — — 4.9 

Other — — — (.2) — (.2)
NET OTHER COMPREHENSIVE LOSS — (.8) — (.2) — (1.0)
COMPREHENSIVE LOSS (197.1) (28.3) (88.2) (275.9) 391.0 (198.5)
COMPREHENSIVE LOSS ATTRIBUTABLE

TO NONCONTROLLING INTERESTS — — — .4 — .4 
COMPREHENSIVE LOSS ATTRIBUTABLE

TO VALARIS $ (197.1) $ (28.3) $ (88.2) $ (275.5) $ 391.0 $ (198.1)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE LOSS

Nine Months Ended September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International

LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

NET INCOME (LOSS) $ (4,784.6) $ (42.8) $ 44.9 $ (4,450.2) $ 4,444.2 $ (4,788.5)
OTHER COMPREHENSIVE LOSS, NET
Net change in derivative fair value — (5.4) — — — (5.4)
Reclassification of net gains on derivative

instruments from other comprehensive loss
to net income (loss) — (11.5) — — — (11.5)

Other — — — (.5) — (.5)
NET OTHER COMPREHENSIVE LOSS — (16.9) — (.5) — (17.4)

COMPREHENSIVE INCOME (LOSS) (4,784.6) (59.7) 44.9 (4,450.7) 4,444.2 (4,805.9)
COMPREHENSIVE LOSS
ATTRIBUTABLE TO NONCONTROLLING
INTERESTS — — — 3.9 — 3.9 
COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO VALARIS $ (4,784.6) $ (59.7) $ 44.9 $ (4,446.8) $ 4,444.2 $ (4,802.0)
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Nine Months Ended September 30, 2019
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

NET INCOME (LOSS) $ 18.0 $ (12.0) $ (75.9) $ (583.0) $ 674.7 $ 21.8 
OTHER COMPREHENSIVE INCOME
(LOSS), NET
Net change in derivative fair value — (7.3) — — — (7.3)
Reclassification of net losses on derivative

instruments from other comprehensive
income (loss) to net income (loss) — 8.3 — — — 8.3 

Other — — — (.3) — (.3)
NET OTHER COMPREHENSIVE
INCOME (LOSS) — 1.0 — (.3) — .7 

COMPREHENSIVE INCOME (LOSS) 18.0 (11.0) (75.9) (583.3) 674.7 22.5 
COMPREHENSIVE INCOME
ATTRIBUTABLE TO
NONCONTROLLING INTERESTS — — — (3.8) — (3.8)
COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO VALARIS $ 18.0 $ (11.0) $ (75.9) $ (587.1) $ 674.7 $ 18.7 
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEETS

September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride International
LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

ASSETS       
CURRENT ASSETS       

Cash and cash equivalents $ 62.9 $ — $ — $ 117.5 $ — $ 180.4 
Accounts receivable, net — 27.5 — 402.2 — 429.7 

Accounts receivable from affiliates 4,368.8 201.7 2.0 1,249.0 (5,821.5) — 
Other current assets 5.5 42.7 — 406.5 — 454.7 
Total current assets 4,437.2 271.9 2.0 2,175.2 (5,821.5) 1,064.8 
PROPERTY AND EQUIPMENT, AT COST 1.3 116.2 — 13,098.0 — 13,215.5 

Less accumulated depreciation 1.3 95.2 — 2,036.6 — 2,133.1 
Property and equipment, net — 21.0 — 11,061.4 — 11,082.4 

LONG - TERM NOTES RECEIVABLE
FROM ARO — — — 442.7 — 442.7 

INVESTMENT IN ARO — — 121.1 — 121.1 
DUE FROM AFFILIATES 1,592.7 216.8 38.9 4,760.9 (6,609.3) — 

INVESTMENTS IN AFFILIATES 9,079.3 697.4 1,242.8 — (11,019.5) — 
OTHER ASSETS .9 14.5 — 184.8 — 200.2 
 $ 15,110.1 $ 1,221.6 $ 1,283.7 $ 18,746.1 $ (23,450.3) $ 12,911.2 

LIABILITIES AND SHAREHOLDERS' EQUITY     
CURRENT LIABILITIES       

Accounts payable and accrued liabilities $ 5.7 $ 2.1 $ — $ 380.2 $ — $ 388.0 
Accounts payable to affiliates 1,183.3 171.4 809.1 3,657.7 (5,821.5) — 

Total current liabilities 1,189.0 173.5 809.1 4,037.9 (5,821.5) 388.0 
DUE TO AFFILIATES 3,538.0 584.1 638.8 1,848.4 (6,609.3) — 
OTHER LIABILITIES 241.5 455.4 — 696.9 

Total liabilities not subject to compromise 4,727.0 999.1 1,447.9 6,341.7 (12,430.8) 1,084.9 
LIABILITIES SUBJECT TO COMPROMISE 5,870.5 115.2 439.1 888.9 — 7,313.7 
VALARIS SHAREHOLDERS'
EQUITY (DEFICIT) 4,512.6 107.3 (603.3) 11,521.6 (11,019.5) 4,518.7 
NONCONTROLLING INTERESTS — — (6.1) — (6.1)
Total equity (deficit) 4,512.6 107.3 (603.3) 11,515.5 (11,019.5) 4,512.6 

      $ 15,110.1 $ 1,221.6 $ 1,283.7 $ 18,746.1 $ (23,450.3) $ 12,911.2 
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEETS

December 31, 2019
(In millions)

 Valaris plc

ENSCO
International
Incorporated

Pride
International

LLC

Other Non-
Guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

ASSETS       
CURRENT ASSETS       

Cash and cash equivalents $ 21.5 $ — $ — $ 75.7 $ — $ 97.2 
Accounts receivable, net .2 19.7 — 500.8 — 520.7 
Accounts receivable from affiliates 4,031.4 386.0 — 897.2 (5,314.6) — 
Other current assets .6 11.6 — 434.3 — 446.5 
Total current assets 4,053.7 417.3 — 1,908.0 (5,314.6) 1,064.4 

PROPERTY AND EQUIPMENT, AT COST 1.9 108.8 — 18,283.1 — 18,393.8 
Less accumulated depreciation 1.9 84.7 — 3,210.3 — 3,296.9 
Property and equipment, net  — 24.1 — 15,072.8 — 15,096.9 

LONG-TERM NOTES RECEIVABLE FROM
ARO — — — 452.9 — 452.9 

INVESTMENT IN ARO — — — 128.7 — 128.7 
DUE FROM AFFILIATES 73.8 — 38.9 1,775.7 (1,888.4) — 
INVESTMENTS IN AFFILIATES 9,778.5 788.8 1,224.9 — (11,792.2) — 
OTHER ASSETS 7.9 3.8 — 182.6 (6.0) 188.3 
 $ 13,913.9 $ 1,234.0 $ 1,263.8 $ 19,520.7 $ (19,001.2) $ 16,931.2 
LIABILITIES AND SHAREHOLDERS' EQUITY     
CURRENT LIABILITIES       

Accounts payable and accrued liabilities $ 99.2 $ 29.3 $ 12.2 $ 565.2 $ — $ 705.9 
Accounts payable to affiliates 818.8 147.8 815.1 3,532.9 (5,314.6) — 
Current maturities of long - term debt — — 124.8 — — 124.8 
Total current liabilities 918.0 177.1 952.1 4,098.1 (5,314.6) 830.7 

DUE TO AFFILIATES 710.3 478.8 586.6 112.7 (1,888.4) — 
LONG-TERM DEBT 2,990.6 111.7 373.3 2,447.9 — 5,923.5 
OTHER LIABILITIES (14.6) 90.6 — 797.4 (6.0) 867.4 

VALARIS SHAREHOLDERS'
EQUITY (DEFICIT) 9,309.6 375.8 (648.2) 12,065.9 (11,792.2) 9,310.9 

NONCONTROLLING INTERESTS — — — (1.3) — (1.3)
Total equity (deficit) 9,309.6 375.8 (648.2) 12,064.6 (11,792.2) 9,309.6 

      $ 13,913.9 $ 1,234.0 $ 1,263.8 $ 19,520.7 $ (19,001.2) $ 16,931.2 
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

Nine Months Ended September 30, 2020
(In millions)
(Unaudited)

Valaris plc

ENSCO
International
Incorporated

Pride
International

LLC

Other Non-
guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING ACTIVITIES       
Net cash provided by (used in) operating
activities $ (323.9) $ 133.3 $ (44.2) $ (161.6) $ — $ (396.4)

INVESTING ACTIVITIES
Additions to property and equipment — — — (82.9) — (82.9)
Proceeds from disposition of assets — — — 44.2 — 44.2 

Net cash used in investing activities — — — (38.7) — (38.7)
FINANCING ACTIVITIES      

Debtor in possession financing fees and
payments on Backstop Agreement (43.8) — — — — (43.8)
Borrowings on credit facility 343.9 — — 252.1 — 596.0 
Advances from (to) affiliates 89.9 (133.3) 44.2 (0.8) — — 
Repayments of credit facility borrowings (15.0) — — — — (15.0)
Reduction of long -term borrowings (9.7) — — — — (9.7)
Other — — — (9.1) — (9.1)

Net cash provided by (used in)
financing activities 365.3 (133.3) 44.2 242.2 — 518.4 

Effect of exchange rate changes on cash and
cash equivalents — — — (.1) (.1)
NET INCREASE IN CASH AND CASH
EQUIVALENTS 41.4 — — 41.8 — 83.2 

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 21.5 — — 75.7 — 97.2 

CASH AND CASH EQUIVALENTS, END OF
PERIOD $ 62.9 $ — $ — $ 117.5 $ — $ 180.4 
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VALARIS PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

Nine Months Ended September 30, 2019
(In millions)
(Unaudited)

 Valaris plc

ENSCO
International
Incorporated

Pride
International

LLC

Other Non-
guarantor

Subsidiaries of
Valaris

Consolidating
Adjustments Total

OPERATING ACTIVITIES       
Net cash used in operating activities $ (125.2) $ (82.3) $ (98.0) $ (122.0) $ — $ (427.5)

INVESTING ACTIVITIES      
Rowan cash acquired — — — 931.9 — 931.9 
Maturities of short-term investments 474.0 — — — — 474.0 
Purchases of short-term investments (145.0) — — — — (145.0)
Additions to property and equipment — — — (174.2) — (174.2)
Net proceeds from disposition of assets — — — 4.9 — 4.9 

Net cash provided by investing
activities 329.0 — — 762.6 — 1,091.6 

FINANCING ACTIVITIES      
Reduction of long-term borrowings (536.6) (30.4) — (361.1) — (928.1)
Borrowings on credit facility 175.0 — — — — 175.0 
Repayments of credit facility borrowings (34.4) — — — — (34.4)
Debt solicitation fees — — — (9.4) — (9.4)
Cash dividends paid (4.5) — — — — (4.5)
Advances from (to) affiliates 74.7 112.7 95.3 (282.7) — — 
Other (5.3) — — (2.4) — (7.7)

Net cash provided by (used in)
financing activities (331.1) 82.3 95.3 (655.6) — (809.1)

Effect of exchange rate changes on cash and
cash equivalents — — — (.6) — (.6)
DECREASE IN CASH AND CASH
EQUIVALENTS (127.3) — (2.7) (15.6) — (145.6)

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 199.8 — 2.7 72.6 — 275.1 

CASH AND CASH EQUIVALENTS, END
OF PERIOD $ 72.5 $ — $ — $ 57.0 $ — $ 129.5 
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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 condensed consolidated financial  statements  as  of  September 30,  2020 and for  the three and nine months ended
September 30, 2020 and 2019 included elsewhere herein and with our annual report on Form 10-K for the year ended December 31, 2019.
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 a leading provider of offshore contract drilling services to the international oil and gas industry. Exclusive of two rigs under
construction and one rig marked for retirement and classified as held-for-sale, we currently own and operate an offshore drilling rig fleet of
61 rigs, with drilling operations in almost every major offshore market across six continents. Inclusive of rigs under construction, our fleet
includes 13 drillships, four dynamically positioned semisubmersible rigs, one moored semisubmersible rig and 45 jackup rigs, nine of which
are leased to our 50/50 joint venture with Saudi Aramco.  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.

Chapter 11 Proceedings and Ability to Continue as a Going Concern

On  August  19,  2020  (the “Petition  Date”), the Debtors  filed  voluntary  petitions  for  reorganization  under  Chapter  11  of  the
Bankruptcy Code in the Bankruptcy Court. As part of the Chapter 11 cases under the caption In re Valaris plc, et al., Case No. 20-34114
(MI) (the “Chapter  11 Cases”),  the  Debtors were granted “first-day” relief which enabled the  Company  to  continue  operating  without
interruption or disruption to its relationships with its customers and vendors or its high-quality service delivery. In particular, employee pay
and benefits are expected to continue without interruption.

On August 18, 2020, the Debtors entered into the RSA with certain senior note holders (collectively, the "Consenting Noteholders"),
which contemplates that the Company will implement the restructuring through the Chapter 11 Cases pursuant to a plan of reorganization and
the various related transactions set forth in or contemplated by the RSA and its restructuring term sheet (the “Restructuring Term Sheet”).

See “Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11
Cases and related items, the RSA and our ability to continue as a going concern.

Our Industry

Operating  results  in  the  offshore  contract  drilling  industry  are  highly  cyclical  and  are  directly  related  to  the  demand  for  and  the
available supply of drilling rigs. Low demand and excess supply can independently affect day rates and utilization of drilling rigs. Therefore,
adverse changes in either of these factors can result in adverse changes in our industry. While the cost of moving a rig may cause the balance
of supply and demand to vary somewhat between regions, significant variations between regions are generally of a short-term nature due to
rig mobility.
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Following several years of market volatility beginning with oil price declines in 2014, as we entered 2020, we expected that volatility
to continue over the near-term with the expectation that long-term oil prices would remain at levels sufficient to support a continued gradual
recovery in the demand for offshore drilling services. We were focused on opportunities to put our rigs to work, manage liquidity, extend our
financial runway, and reduce debt as we sought to navigate the extended market downturn and improve our balance sheet. Recognizing our
ability to maintain a sufficient level of liquidity to meet our financial obligations depended upon our future performance, which is subject to
general economic conditions, industry cycles and financial, business and other factors affecting our operations, many of which are beyond our
control, we had significant financial flexibility within our capital structure to support our liability management efforts. However, during the
first  nine  months  of  2020,  the  COVID-19  global  pandemic  and  the  response  thereto  have  negatively  impacted  the  macro-economic
environment  and  global  economy.  Global  oil  demand  fell  sharply  at  the  same  time  global  oil  supply  increased  as  a  result  of  certain  oil
producers competing for market share, leading to a supply glut. As a consequence, the price of Brent crude oil fell from around $60 per barrel
at  year-end  2019  to  around  $20  per  barrel  in  mid-April.  In  response  to  dramatically  reduced  oil  price  expectations  for  the  near  term,  our
customers have reviewed, and in most cases lowered significantly, their capital expenditure plans in light of revised pricing expectations. This
caused  our  customers  to  cancel  or  shorten  the  duration  of  many  of  our  2020  drilling  contracts,  cancel  future  drilling  programs  and  seek
pricing and other contract concessions. While there has been some recent improvement to Brent crude oil prices, to approximately $40 per
barrel as of mid-October 2020, there is still a significant amount of uncertainty around the sustainability of the improvement in oil prices to
support a recovery in demand for offshore drilling services.

Additionally, the full impact that the pandemic and the decline in oil prices will have on our results of operations, financial condition,
liquidity and cash flows is uncertain due to numerous factors, including the duration and severity of the outbreak, the duration of the price
and  demand  decline,  and  the  extent  of  disruptions  to  our  operations.  To  date,  the  COVID-19  pandemic  has  resulted  in  only  limited
operational  downtime.  Our  rigs  have  had  to  shut  down  operations  while  crews  are  tested  and  incremental  sanitation  protocols  are
implemented and while crew changes have been restricted as replacement crews are quarantined. We continue to incur additional personnel,
housing  and  logistics  costs  in  order  to  mitigate  the  potential  impacts  of  COVID-19  to  our  operations.  In  limited  instances,  we  have  been
reimbursed for these costs by our customers. Our operations and business may be subject to further economic disruptions as a result of the
spread  of  COVID-19  among  our  workforce,  the  extension  or  imposition  of  further  public  health  measures  affecting  supply  chain  and
logistics, and the impact of the pandemic on key customers, suppliers, and other counterparties. There can be no assurance that these, or other
issues caused by the COVID -19 pandemic, will not materially affect our ability to operate our rigs in the future.

We  expect  that  these  challenges  will  continue  for  drilling  contractors  as  customers  wait  to  gain  additional  clarity  on  commodity
pricing  and  seek  to  reduce  costs  in  the  near-term by  attempting  to  renegotiate  existing  contract  terms.  We believe  the  current  market  and
macro-economic conditions will create a challenging contracting environment through at least 2021.

The combined effects of the global COVID-19 pandemic, the significant decline in the demand for oil and the substantial surplus in
the supply of oil have resulted in significantly reduced demand and day rates for offshore drilling provided by the Company and increased
uncertainty regarding long-term market conditions. These recent events have had a significant adverse impact on our current and expected
liquidity position and financial runway and led to the filing of the Chapter 11 Cases.

While we have and are continuing to pursue a variety of cost-cutting measures such as further reductions in corporate overhead and
discretionary expenditures,  reductions in capital  expenditures and increased focus on operational  efficiencies,  we determined based on our
significant level of indebtedness and the circumstances described above that a comprehensive restructuring of our indebtedness was needed to
improve our financial position. As more fully described in “Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going Concern”,
the Company will undergo a financial restructuring that is intended to reduce debt levels substantially, support continued operations during
the current lower demand environment and provide a robust financial platform to take advantage of market recovery over the long-term.
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Other Chapter 11 Financial Disclosures

Pre-petition Charges

We have reported the backstop commitment fee and legal and other professional advisor fees incurred in relation to the Chapter 11
Cases,  but  prior  to  the  Petition  Date,  as  General  and  administrative  expenses  in  our  unaudited  Condensed  Consolidated  Statement  of
Operations for the three and nine months ended September 30, 2020 in the amount of $42.6 million and $64.7 million, respectively.

Reorganization Items

Expenditures,  gains and losses that are realized or incurred by the Debtors as of or subsequent to the Petition Date and as a direct
result of the Chapter 11 Cases are reported as Reorganization items, net in our unaudited Condensed Consolidated Statements of Operations.
These costs include legal and other professional advisory service fees pertaining to the Chapter 11 Cases, all adjustments made to the carrying
amount of certain pre-petition liabilities reflecting claims expected to be allowed by the Bankruptcy Court and DIP Facility fees.

The  following  table  provides  information  about  reorganization  items  incurred  during  three  and  nine  months  ended  September  30,
2020, as of or subsequent to the Petition Date (in millions):

Three and Nine Months
Ended September 30, 2020

Write-off of unamortized debt discounts, premiums and issuance costs $ 447.9 
Reorganization items (non-cash) 447.9 

DIP Facility fees 23.8 
Professional fees 25.8 

Reorganization Items (Fees) 49.6 
Total reorganization items, net $ 497.5 

Reorganization items (fees) unpaid $ 25.8 
Reorganization items (fees) paid $ 23.8 

Liabilities Subject to Compromise

The Debtors'  pre-petition unsecured senior notes and related unpaid accrued interest  as of the Petition Date have been classified as
Liabilities subject to compromise on our Condensed Consolidated Balance Sheets. The liabilities are reported at the amounts expected to be
allowed as claims by the Bankruptcy Court. Liabilities subject to compromise at September 30, 2020 consist of the following (in millions):
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September 30, 2020
6.875% Senior notes due 2020 $ 122.9 
4.70% Senior notes due 2021 100.7 
4.875% Senior notes due 2022 620.8 
3.00% Exchangeable senior notes due 2024 849.5 
4.50% Senior notes due 2024 303.4 
4.75% Senior notes due 2024 318.6 
8.00% Senior notes due 2024 292.3 
5.20% Senior notes due 2025 333.7 
7.375% Senior notes due 2025 360.8 
7.75% Senior notes due 2026 1,000.0 
7.20% Debentures due 2027 112.1 
7.875% Senior notes due 2040 300.0 
5.40% Senior notes due 2042 400.0 
5.75% Senior notes due 2044 1,000.5 
5.85% Senior notes due 2044 400.0 
Amounts drawn under revolving credit facility 581.0 
Accrued Interest on Senior Notes, Exchangeable Senior Notes, Debentures and Revolving Credit Facility 203.5 
Rig holding costs 13.9 

Total liabilities subject to compromise $ 7,313.7 

Represents the holding costs incurred to maintain VALARIS DS-13 and VALARIS DS-14 in the shipyard until the delivery date.

Backlog

Our backlog was $1.2 billion and $2.5 billion as of September 30, 2020 and December 31, 2019, respectively. This is inclusive of
backlog from our rigs leased to ARO and managed rigs of $178.7 million and $324.3 million as of September 30, 2020 and December 31,
2019,  respectively.  The  decrease  in  our  backlog  was  due  to  customer  contract  cancellations,  customer  concessions  and  revenues  realized,
partially offset by the addition of backlog from new contract awards and contract extensions.

As we finalize negotiations of contract concessions with our customers, above-market rate contracts expire and revenues are realized,
we may experience further  declines  in  backlog,  which would  result  in  a  decline  in  revenues  and operating cash flows over  the  near-term.
Contract backlog was adjusted for drilling contracts signed, terminated or concessions granted after each respective balance sheet date but
prior to filing each annual and quarterly report on February 21, 2020 and October 29, 2020, respectively.

(1)

(1)    
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BUSINESS ENVIRONMENT
 
Floaters

The floater  contracting  environment  remains  challenging due  to  limited  demand,  excess  newbuild  supply  and the  fall  in  oil  prices
earlier in the year. Floater demand declined materially in March and April 2020, as our customers reduced capital expenditures particularly
for capital-intensive, long-lead deepwater projects in the wake of oil price declines from around $60 per barrel at year-end 2019 to around
$20 per barrel in mid-April 2020. The decline in demand has resulted in the cancellation and delay of drilling programs and the termination of
drilling contracts.

During 2020, we have received notices of termination, requests for concessions, cancellation and/or deferral of drilling programs by
operators  and  we  may  receive  additional  requests  for  concessions,  termination  and/or  deferral  notices  during  the  pendency  of  the  current
market environment.

During the third quarter of 2020, floater contracting remained challenging and no significant new contracts were executed. In October
2020, we extended our current contract for VALARIS DS-18 for an estimated 60 days.

During the second quarter of 2020, the VALARIS DS-7 contract for operations offshore Ghana and the contract awarded in the first
quarter of 2020 for operations offshore Senegal/Mauritania, the VALARIS DS-9 contract awarded in the first quarter of 2020 for operations
offshore  Brazil  and  the  VALARIS  MS-1  contract  awarded  in  the  first  quarter  of  2020  for  operations  offshore  Australia  were  terminated.
Additionally, the VALARIS DPS-1 contract was terminated in June, earlier than the previously scheduled end date of September 2021, and
the VALARIS DS-10, VALARIS DS-15 and VALARIS 8505 are operating on reduced day rates for various periods during 2020 and 2021.
During the first quarter, the VALARIS 5004 operated on a reduced day rate from mid-March to mid-April, at which point the contract was
terminated, and the VALARIS DS-8 contract was terminated in March 2020 as described below.

In  March  2020,  VALARIS  DS-8  experienced  a  non-drilling  incident  while  operating  offshore  Angola,  resulting  in  the  blowout
preventer (BOP) stack being disconnected from the riser while the rig was moving between well locations. The BOP stack, which we later
recovered,  dropped to the seabed floor,  clear of  any subsea structures.  No injuries,  environmental  pollution or third-party damage resulted
from the BOP stack being disconnected.  As a result of the incident, the operator terminated the contract. The termination resulted in a decline
in  our  contracted  revenue  backlog  of  approximately  $150  million. We  have  loss  of  hire  insurance  for  $602,500  per  day,  after  a  45-day
deductible waiting period, through the end of the contract in November 2020. The waiting period expired on April 22, 2020. We received loss
of  hire  insurance  recoveries  of  $118.1  million,  which  represents  the  total  amount  owed  to  us  under  the  applicable  insurance  policy.  The
recovery was recognized and recorded in Other operating income on our Condensed Consolidated Statements of Operation.
    

During the first quarter of 2020, VALARIS DS-12 was awarded a one-well contract that commenced in February 2020. VALARIS
MS-1 was awarded a three-well contract that is expected to commence in the second quarter of 2021 and has an estimated duration of 155
days.  VALARIS  8505  was  awarded  a  one-well  contract  that  was  expected  to  commence  in  mid-November  2020,  but  is  now expected  to
commence in June 2021 with an estimated duration of 80 days.

The VALARIS 6002 was sold in January 2020 resulting in an insignificant pre-tax gain. Additionally, the VALARIS 5004 was sold
in April 2020 resulting in an insignificant pre-tax loss. During the second quarter of 2020, we began marketing VALARIS 8500, VALARIS
8501,  VALARIS  8502,  VALARIS  DS-3,  VALARIS  DS-5  and  VALARIS  DS-6  and  classified  these  rigs  as  held-for-sale,  resulting  in  an
impairment of approximately $14.6 million as the net book value exceeded the fair value less costs to sell. During the third quarter of 2020,
we  sold  VALARIS  8500,  VALARIS  8501  and  VALARIS  8502  for  a  total  pre-tax  gain  of  $7.7  million,  we  sold  the  VALARIS  DS-3,
VALARIS DS-5 and VALARIS DS-6 for an insignificant pre-tax loss and we classified VALARIS 8504 as held-for-sale. The net book value
of VALARIS 8504 did not exceed the fair value less costs to sell, therefore, we did not recognize an impairment upon classifying this rig as
held-for-sale.
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Our  backlog  for  our  floater  segment  was  $222.6  million  and  $856.6  million  as  of  September  30,  2020  and  December  31,  2019,
respectively. The decrease in our backlog was due to customer contract cancellations, customer concessions and revenues realized, partially
offset by the addition of backlog from new contract awards and contract extensions.

There  are  approximately  26  newbuild  drillships  and  semisubmersible  rigs  reported  to  be  under  construction,  of  which  three  are
scheduled to be delivered before the end of 2020. Most newbuild floaters are uncontracted. Several newbuild deliveries have been delayed
into future years, and we expect that more uncontracted newbuilds will be delayed or cancelled.

Drilling  contractors  have retired  approximately  154 floaters  since  the  beginning of  2014.  Approximately  17 floaters  older  than 30
years of age are currently idle, approximately 10 additional floaters older than 30 years have contracts that will expire by end of 2020 without
follow-on  work.  Additional  rigs  are  expected  to  become idle  as  a  result  of  recent  market  events.  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. Improvements in demand and/or reductions in supply will  be necessary before meaningful
increases in utilization and day rates are realized.

Jackups

During  2020,  demand for  jackups  has  declined  in  light  of  increased  market  uncertainty.  We have  received  notices  of  termination,
requests  for  concessions,  cancellation  and/or  deferral  of  drilling  programs  by  operators,  and  we  may  receive  additional  requests  for
concessions, termination and/or deferral notices during the pendency of the current market environment.

During  the  third  quarter  of  2020,  the  VALARIS JU-76 and  VALARIS JU-54 were  put  on  a  reduced  standby rate  until  December
2020. Following the reduced standby rate period, the rigs will be operating at an agreed upon reduced day rate until the end of 2021. During
the third quarter, we also negotiated reduced rates for the VALARIS 108, VALARIS 140 and VALARIS 141, the reduced rates are effective
beginning the second quarter of 2020 through November 2021, June 2021 and August 2021, respectively. Additionally, we executed a one
year contract extension for VALARIS 110 and executed a short-term contract for VALARIS 115 that is expected to commence in February
2021. In October 2020, we executed an eight-well contract extension for VALARIS JU-292.

During  the  second  quarter  of  2020,  the  VALARIS  JU-84  contract  was  terminated  and  we  negotiated  a  day  rate  reduction  for
VALARIS JU-290 to operate at a standby rate from September 2020 to March 2021.

During  the  first  quarter  of  2020,  the  VALARIS  JU-109  contract  was  terminated.  In  April  2020,  there  were  various  negotiated
customer  contract  concessions,  including  day  rate  reductions.  VALARIS  JU-120  operated  at  a  reduced  day  rate  from  late-April  2020  to
September 2020. VALARIS JU-92 was previously expected to operate on a reduced day rate from mid-May 2020 to late-September 2020,
but  has  continued  to  operate  at  full  day  rate  and  VALARIS  JU-72  operated  on  a  reduced  day  rate  from  April  2020  to  August  2020.
Additionally, VALARIS JU-249 ended its contract in April 2020 and VALARIS JU-100 ended its contract in late-April 2020, in both cases,
earlier than expected.

During the second quarter of 2020, we executed short-term contracts for VALARIS JU-102 and VALARIS JU-87 that commenced in
June  2020  and  May  2020,  respectively.  We were  also  awarded  a  two-well  extension  for  VALARIS JU-291  with  an  expected  duration  of
approximately 180 days from January 2021 to June 2021. We executed a four year contract for VALARIS JU-104 expected to commence in
September 2020, which was subsequently terminated during the third quarter of 2020, and we extended the VALARIS JU-67 contract 210
days from May 2020 to December 2020.

    During the first  quarter of 2020, we executed a three-well contract for VALARIS JU-118 that commenced in mid-March 2020 with an
estimated duration of 425 days. Additionally, we executed a two-well contract for
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VALARIS  JU-144  that  commenced  in  May  2020  with  an  estimated  duration  of  300  days.  The  previously  disclosed  contract  for  the
VALARIS  JU-144  that  was  expected  to  commence  in  September  2020  was  transferred  to  the  VALARIS  JU-102  and  was  subsequently
delayed  to  September  2021  during  the  third  quarter  of  2020,  with  VALARIS  JU-102  being  put  on  a  standby  rate  until  the  new
commencement date. VALARIS JU-87 was awarded a one-well contract that commenced in March 2020 with an estimated duration of 30
days and an extension to May 2020 for another well with an estimated duration of 30 days.

The  VALARIS  JU-68  was  sold  in  January  2020,  resulting  in  an  insignificant  pre-tax  gain.  Additionally,  VALARIS  JU-70  and
VALARIS JU-71 were sold in June 2020 resulting in insignificant pre-tax losses. During the second quarter of 2020, we classified VALARIS
105 as held-for-sale, resulting in an impairment of approximately $0.4 million as the net book value exceeded the fair value less cost to sell.
During  the  third  quarter  of  2020,  we  sold  VALARIS  JU-87  and  VALARIS  JU-105  for  an  insignificant  pre-tax  gain  and  we  classified
VALARIS 84 and VALARIS 88 as held-for-sale. The net book values of VALARIS 84 and VALARIS 88 did not exceed the fair values less
costs to sell, therefore, we did not recognize an impairment upon classifying these rigs as held-for-sale. These rigs were subsequently sold in
October 2020.

Our  backlog for  our  jackup segment  was  $841.5  million  and $1,281.2  million  as  of  September  30,  2020 and December  31,  2019,
respectively. The decrease in our backlog was due to customer contract cancellations, customer concessions and revenues realized, partially
offset by the addition of backlog from new contract awards and contract extensions.

There are approximately 41 newbuild jackup rigs reported to be under construction, of which 5 are scheduled to be delivered before
the end of 2020. Most newbuild jackups are uncontracted. Over the past year, some jackup orders have been cancelled, and many newbuild
jackups have been delayed. We expect that scheduled jackup deliveries will continue to be delayed until more rigs are contracted.

Drilling contractors  have retired  approximately  114 jackups  since  the  beginning of  the  downturn.  Approximately  91 jackups  older
than  30  years  are  idle  and  32  jackups  that  are  30  years  or  older  have  contracts  expiring  by  the  end  of  2020  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  for  the  remainder  of  2020.  Improvements  in  demand  and/or
reductions in supply will be necessary before meaningful increases in utilization and day rates are realized.

Divestitures

    Our  business  strategy  has  been  to  focus  on  ultra-deepwater  floater  and  premium jackup  operations  and  de-emphasize  other  assets  and
operations that are not part of our long-term strategic plan or that no longer meet our standards for economic returns.  In the fourth quarter of
2019,  we  began  marketing  the  VALARIS  6002,  VALARIS  JU-68  and  VALARIS  JU-70,  and  classified  the  rigs  as  held-for-sale  on  our
December 31,  2019 condensed consolidated balance sheet.  We began marketing VALARIS 84,  VALARIS 88 and VALARIS 8504 in  the
third quarter of 2020 and classified the rigs as held-for-sale on our September 30, 2020 condensed consolidated balance sheet.  These rigs,
with the exception of VALARIS 8504, were subsequently sold in October 2020.

We sold the following rigs during the nine months ended September 30, 2020 :
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Rig Date of Sale Segment

VALARIS JU-68 January 2020 Jackups
VALARIS 6002 January 2020 Floaters
VALARIS 5004 April 2020 Floaters
VALARIS JU-71 June 2020 Jackups
VALARIS JU-70 June 2020 Jackups
VALARIS 8500 July 2020 Floaters
VALARIS 8501 July 2020 Floaters
VALARIS 8502 July 2020 Floaters
VALARIS DS-3 July 2020 Floaters
VALARIS DS-5 July 2020 Floaters
VALARIS DS-6 August 2020 Floaters
VALARIS JU-87 August 2020 Jackups
VALARIS JU-105 September 2020 Jackups

We continue to focus on our fleet management strategy in light of the composition of our rig fleet. While taking into account certain
restrictions on the sales of assets under our DIP Credit Agreement, as part of our strategy, we may act opportunistically from time to time to
monetize assets to enhance stakeholder value and improve our liquidity profile, in addition to reducing holding costs by selling or disposing
of older, lower-specification or non-core rigs.

RESULTS OF OPERATIONS

    The following table summarizes our condensed consolidated results of operations for the three and nine months ended September 30, 2020
and 2019 (in millions):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
Revenues $ 285.3 $ 551.3 $ 1,130.7 $ 1,541.1 
Operating expenses     

Contract drilling (exclusive of depreciation) 307.2 496.5 1,153.9 1,329.4 
Loss on impairment — 88.2 3,646.2 90.7 
Depreciation 122.4 163.0 418.4 445.9 
General and administrative 72.1 36.1 188.1 146.9 
Total operating expenses 501.7 783.8 5,406.6 2,012.9 

Other operating income 118.1 — 118.1 — 
Equity in earnings of ARO 3.9 (3.7) (7.6) (3.1)
Operating loss (94.4) (236.2) (4,165.4) (474.9)
Other income (expense), net (555.7) 40.2 (769.0) 562.3 
Provision (benefit) for income taxes 21.9 1.5 (145.9) 65.6 
Net income (loss) (672.0) (197.5) (4,788.5) 21.8 
Net (income) loss attributable to noncontrolling interests 1.1 .4 3.9 (3.8)
Net income (loss) attributable to Valaris $ (670.9) $ (197.1) $ (4,784.6) $ 18.0 

(1)
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The nine months ended September 30, 2019 include results of the Rowan transaction from April 11, 2019 through September 30, 2019.

Overview
    

Revenues decreased $266.0 million, or 48%, for the three months ended September 30, 2020, as compared to the prior year quarter
primarily due to $85.2 million from fewer days under contract across our fleet, $76.2 million from the sale of VALARIS 5006, VALARIS
6002,  VALARIS  5004,  VALARIS  JU-68  and  VALARIS  JU-96,  which  operated  in  the  prior  year  quarter,  $62.2  million  due  to  the
termination  of  the  VALARIS  DS-8  contract,  and  $21.9  million  due  to  lower  revenues  earned  under  the  Secondment  Agreement  and
Transition Services Agreement with ARO.

Revenues decreased $410.4 million, or 27%, for the nine months ended September 30,  2020, as compared to the prior year period
primarily due to $237.4 million from the sale of VALARIS 5006, VALARIS 6002, VALARIS 5004, VALARIS JU-68 and VALARIS JU-
96, which operated in the prior comparative period, $187.4 million as a result of fewer days under contract across our fleet and $133.9 million
due to the termination of the VALARIS DS-8 contract. The decline in revenue was partially offset by $113.6 million of revenue earned by
rigs added from the Rowan Transaction, and $46.3 million of contract termination fees received for certain rigs.

Contract drilling expense decreased $189.3 million, or 38%, for the three months ended September 30, 2020, as compared to the prior
year  quarter,  primarily  due  to  $63.6  million  of  lower  cost  on  idle  rigs,  $39.4  million  from the  sale  of  VALARIS  5006,  VALARIS  6002,
VALARIS  5004,VALARIS  JU-68  and  VALARIS  JU-96,  which  operated  in  the  prior  year  quarter,  and  $17.1  million  due  to  lower  costs
incurred for services provided to ARO under the Secondment Agreement.

Contract drilling expense decreased $175.5 million, or 13%, for the nine months ended September 30, 2020, as compared to the prior
year period, primarily due to $120.6 million due to lower cost on idle rigs and $99.8 million from the sale of VALARIS 5006, VALARIS
6002, VALARIS 5004, VALARIS JU-68 and VALARIS JU-96, which operated in the prior-year period. This decrease was partially offset
by $140.1 million of contract drilling expenses incurred on rigs added from the Rowan Transaction.
        

During the first and second quarters of 2020, we recorded non-cash losses on impairment totaling $3.6 billion, with respect to assets
in our fleet, primarily due to the adverse change in the current and anticipated market for these assets. See "Note 4 - Rowan Transaction" and
"Note 7 - Property and Equipment" for additional information.

Depreciation expense decreased $40.6 million, or 25% for the three months ended September 30, 2020, as compared to the prior year
quarter, primarily due to lower depreciation expense on certain non-core assets which were impaired during the first and second quarters of
2020.

Depreciation expense decreased $27.5 million, or 6%, for the nine months ended September 30, 2020, as compared to the prior year
period, primarily due to lower depreciation expense on certain assets which were impaired during the first and second quarters of 2020. This
decrease was partially offset by depreciation expense recorded for rigs added in the Rowan Transaction as well as for the VALARIS JU-123
which commenced operations in August 2019.

General and administrative expenses increased by $36.0 million or 100%, and $41.2 million or 28%, for three and nine months ended
September 30,  2020,  respectively,  as compared to the prior year comparative period,  primarily due to restructuring costs  and the backstop
commitment fee. This increase was partially offset by merger related costs incurred in the respective prior year comparative periods.
    

Other operating income of $118.1 million recognized during the third quarter of 2020 was due to loss of hire insurance recoveries
collected for the VALARIS DS-8 non-drilling incident.

(1) 
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Other expense, net, increased $595.9 million for the three months ended September 30, 2020 as compared to the prior year period,
primarily due to reorganization costs incurred in the third quarter of 2020 directly related to the Chapter 11 Cases. Additionally, the prior year
quarter included $194.1 million of pre-tax gain on debt extinguishment related to the repurchase of senior notes in connection with the July
2019 tender offers, partially offset by a reduction to the estimated gain on bargain purchase of $53.0 million. These increases were partially
offset by a reduction in interest expense as we discontinued accruing interest after the Petition Date.

Other expense, net, increased by $1,331.3 million, for the nine months ended September 30, 2020 as compared to the respective prior
year comparative period, primarily due to the prior period $659.8 million gain on bargain purchase recognized in connection with the Rowan
Transaction and $194.1 million of pre-tax gain on debt extinguishment related to the repurchase of senior notes in connection with July 2019
tender  offers.  Additionally,  the  current  year  period  includes  $497.5  million  of  reorganization  costs  incurred  in  the  third  quarter  of  2020
directly related to the Chapter 11 Cases.

Rig Counts, Utilization and Average Day Rates
 

The following table summarizes our and ARO's offshore drilling rigs as of September 30, 2020 and 2019:

 2020 2019
Floaters 16 25
Jackups 36 43
Other 9 9
Under construction 2 2
Held-for-sale 3 2

Total Valaris 66 81
ARO 7 7

During the first and second quarter of 2020, we sold VALARIS 6002 and VALARIS 5004, respectively. During the third quarter of
2020, we sold VALARIS 8500, VALARIS 8501, VALARIS 8502, VALARIS DS-3, VALARIS DS-5 and VALARIS DS-6. During
the third quarter of 2020, VALARIS 8504 was classified as held-for-sale.

During  the  fourth  quarter  of  2019,  we  sold  VALARIS  JU-96.  During  the  second  quarter  of  2020,  we  sold  VALARIS  JU-70  and
VALARIS JU-71. In the third quarter of 2020, we sold VALARIS JU-87 and VALARIS JU-105 and classified VALARIS JU-84 and
VALARIS JU-88 as held-for-sale.

 This represents the nine rigs leased to ARO.

During the fourth quarter of 2019, we sold VALARIS 5006. During the first quarter of 2020, we sold VALARIS JU-68.

This represents the seven rigs owned by ARO.

(1)

(2)

(3)

(1)(2)(4)

(5)

(1)

(2)

(3)

(4)

(5)

72



The following  table  summarizes  our  and ARO's  rig  utilization  and average  day rates  by reportable  segment  for  the  three  and nine
months  ended September  30,  2020 and 2019.  Rig utilization and average day rates  for  the nine months  ended September  30,  2019 period
include results of rigs added in the Rowan Transaction or ARO from the date the Rowan Transaction closed in April 2019:

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

2020 2019 2020 2019
Rig Utilization     
Floaters 18 % 48 % 30 % 48 %
Jackups 52 % 65 % 55 % 67 %
Other 97 % 100 % 99 % 100 %

Total Valaris 50 % 64 % 54 % 64 %
ARO 97 % 89 % 95 % 93 %
Average Day Rates     
Floaters $ 148,968 $ 215,157 $ 171,681 $ 223,041 
Jackups 88,554 77,888 84,326 76,418 
Other 37,017 47,553 38,903 52,271 

Total Valaris $ 78,050 $ 106,157 $ 86,318 $ 110,765 
ARO $ 102,914 $ 109,862 $ 105,275 $ 111,717 

 
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 deferred and amortized over a future period, for example,
when  we  receive  fees  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.

Includes our two management services contracts and our nine rigs leased to ARO under bareboat charter contracts.

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 and shipyard contracts. 

    Detailed  explanations  of  our  operating  results,  including  discussions  of  revenues,  contract  drilling  expense  and  depreciation  expense
by segment, are provided below.

Operating Income by Segment
 

Our business consists of four operating segments: (1) Floaters, which includes our drillships and semisubmersible rigs, (2) Jackups,
(3)  ARO  and  (4)  Other,  which  consists  of  management  services  on  rigs  owned  by  third-parties  and  the  activities  associated  with  our
arrangements with ARO under the Transition Services Agreement, Rig Lease Agreements and Secondment Agreement. Floaters, Jackups and
ARO are also reportable segments.

(1)

(2)

(3)

(2)

(1)

(2)

(3)
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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  (loss)  and  are  included  in  "Reconciling  Items."  Substantially  all  of  the
expenses incurred associated with our Transition Services Agreement are included in general and administrative under "Reconciling Items" in
the table set forth below. We measure segment assets as property and equipment.

The full  operating results  included below for ARO (representing only results  of ARO from the Transaction Date) are not included
within our consolidated results and thus deducted under "Reconciling Items" and replaced with our equity in earnings of ARO. See "Note 5 -
Equity Method Investment in ARO" for additional information on ARO and related arrangements.

    Segment information for the three and nine months ended September 30, 2020 and 2019 is presented below (in millions):

Three Months Ended September 30, 2020

Floaters Jackups ARO Other
Reconciling

Items Consolidated Total
Revenues $ 57.1 $ 186.8 $ 145.6 $ 41.4 $ (145.6) $ 285.3 
Operating expenses

Contract drilling (exclusive of depreciation) 128.5 160.2 99.0 18.5 (99.0) 307.2 
Loss on impairment — — — — — — 
Depreciation 55.8 52.9 14.8 11.3 (12.4) 122.4 
General and administrative — — 5.8 — 66.3 72.1 
Other operating income 118.1 — — — — 118.1 
Equity in earnings of ARO — — — — 3.9 3.9 

Operating income (loss) $ (9.1) $ (26.3) $ 26.0 $ 11.6 $ (96.6) $ (94.4)

Three Months Ended September 30, 2019

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 269.8 $ 217.8 $ 138.4 $ 63.7 $ (138.4) $ 551.3 
Operating expenses
Contract drilling (exclusive of depreciation) 250.3 213.5 92.7 32.7 (92.7) 496.5 
Loss on impairment 88.2 — — — — 88.2 
Depreciation 92.7 55.9 14.6 8.5 (8.7) 163 
General and administrative — — 8.8 — 27.3 36.1 
Equity in earnings of ARO — — — — (3.7) (3.7)
Operating income (loss) $ (161.4) $ (51.6) $ 22.3 $ 22.5 $ (68.0) $ (236.2)
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Nine Months Ended September 30, 2020

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 400.3 $ 585.9 $ 431.9 $ 144.5 $ (431.9) $ 1,130.7 
Operating expenses

Contract drilling (exclusive of
depreciation) 513.2 569.0 319.8 71.7 (319.8) 1,153.9 
Loss on impairment 3,386.2 254.3 — 5.7 — 3,646.2 
Depreciation 207.2 164.2 41.1 33.6 (27.7) 418.4 
General and administrative — — 21.2 — 166.9 188.1 
Other operating income 118.1 — — — — 118.1 
Equity in earnings of ARO — — — — (7.6) (7.6)

Operating income (loss) $ (3,588.2) $ (401.6) $ 49.8 $ 33.5 $ (258.9) $ (4,165.4)

Nine Months Ended September 30, 2019

Floaters Jackups ARO Other
Reconciling

Items
Consolidated

Total
Revenues $ 798.1 $ 604.0 $ 262.2 $ 139.0 $ (262.2) $ 1,541.1 
Operating expenses

Contract drilling (exclusive of depreciation) 681.3 561.1 171.7 87.0 (171.7) 1,329.4 
Loss on impairment 88.2 — — — 2.5 90.7 
Depreciation 271.4 146.0 26.9 15.3 (13.7) 445.9 
General and administrative — — 13.9 — 133.0 146.9 
Equity in earnings of ARO — — — — (3.1) (3.1)

Operating income (loss) $ (242.8) $ (103.1) $ 49.7 $ 36.7 $ (215.4) $ (474.9)

Floaters

Floater  revenue  declined  $212.7  million,  or  79%,  for  the  three  months  ended  September  30,  2020,  as  compared  to  the  prior  year
quarter due to $69.3 million from the sale of VALARIS 5006, VALARIS 6002 and VALARIS 5004, which operated in the prior year quarter,
$63.5 million as a result of fewer days under contract across the floater fleet and $62.2 million due to the termination of the VALARIS DS-8
contract.

Floater revenue declined $397.8 million, or 50%, for the nine months ended September 30, 2020, as compared to the prior year period
due to $206.6 million from the sale of VALARIS 5006, VALARIS 6002 and VALARIS 5004, which operated in the prior year comparative
period, $133.9 million due to the termination of the VALARIS DS-8 contract,  and $121.0 million as a result of fewer days under contract
across  the  floater  fleet.  This  decline  was  partially  offset  by  $46.3  million  of  contract  termination  fees  received  for  certain  rigs  and  $40.1
million earned by rigs added in the Rowan Transaction.

Floater contract drilling expense declined $121.8 million, or 49%, for the three months ended September 30, 2020, as compared to the
prior year quarter, primarily due to $44.9 million lower cost on idle rigs, $29.0 million due to the sale of VALARIS 5006, VALARIS 6002
and VALARIS 5004, which operated in the prior year quarter, and reduced costs resulting from spend control efforts.
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Floater contract drilling expense declined $168.1 million, or 25%, for the nine months ended September 30, 2020, as compared to the
prior year period, primarily due to $90.8 million lower cost on idle rigs, $70.4 million from the sale of VALARIS 5006, VALARIS 6002 and
VALARIS 5004, which operated in the prior year comparative period, and reduced costs resulting from spend control efforts. This decrease
was partially offset by $53.8 million of contract drilling expense incurred by rigs added in the Rowan Transaction.

During the first and second quarters of 2020, we recorded a non-cash loss on impairment of $3.4 billion, with respect to assets in our
Floater segment due to the adverse change in the current and anticipated market for these assets. See "Note 7 - Property and Equipment" for
additional information.
    

Floater  depreciation  expense  declined  for  the  three  months  ended  September  30,  2020,  as  compared  to  the  respective  prior  year
quarter, primarily due to lower depreciation on certain non-core assets which were impaired during the first and second quarters of 2020.

Floater depreciation expense declined for the nine months ended September 30, 2020, as compared to the respective prior year period,
primarily due to lower depreciation on certain non-core assets which were impaired during the first and second quarters of 2020.

Other operating income of $118.1 million recognized during the third quarter of 2020 was due to loss of hire insurance recoveries
collected for the VALARIS DS-8 non-drilling incident.

Jackups

Jackup  revenues  declined  $31.0  million,  or  14%,  for  the  three  months  ended  September  30,  2020,  as  compared  to  the  prior  year
quarter,  primarily due to $21.7 million as  a  result  of  fewer days under contract  across the jackup fleet  and $6.9 million due to the sale of
VALARIS JU-96 and VALARIS JU-68 which operated in the prior year quarter.

Jackup revenues declined $18.1 million, or 3%, for the nine months ended September 30, 2020, as compared to the prior year period
due to $66.4 million as a result of fewer days under contract across the jackup fleet and $30.8 million due to the sale of VALARIS JU-96 and
VALARIS  JU-68,  which  operated  in  the  prior  year  period.  This  decrease  was  partially  offset  by  $73.5  million  of  revenue  earned  by  rigs
added in the Rowan Transaction.

Jackup contract drilling expense declined $53.3 million, or 25%, for the three months ended September 30, 2020, as compared to the
prior  year  quarter,  primarily  due  to  $18.7  million  of  lower  cost  on  idle  rigs  and  $10.4  million  due  to  the  sale  of  VALARIS  JU-96  and
VALARIS JU-68, which operated in the prior year quarter, and reduced costs resulting from spend control efforts.

Jackup contract drilling expense increased $7.9 million, or 1%, for the nine months ended September 30, 2020, as compared to the
prior year period, primarily due to $86.3 million of contract drilling expense incurred by rigs added in the Rowan Transaction. This increase
was partially offset by $29.8 million due to lower cost on idle rigs, $29.4 million due to the sale of VALARIS JU-96 and VALARIS JU-68,
which operated in the prior year period, and reduced costs resulting from spend control efforts.

During the first and second quarters of 2020, we recorded a non-cash loss on impairment of $254.3 million with respect to assets in
our Jackup segment primarily due to the adverse change in the current and anticipated market for these assets. See "Note 7 - Property and
Equipment" for additional information.

Jackup depreciation expense declined $3.0 million, or 5%, for the three months ended September 30, 2020 as compared to the prior
year quarter, primarily due to lower depreciation on certain non-core assets which were impaired during the first and second quarters of 2020.
This decrease was partially offset by depreciation on the VALARIS JU-123 which commenced operations in August 2019.
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Jackup  depreciation  expense  increased  $18.2  million,  or  12%,  for  the  nine  months  ended  September  30,  2020  as  compared  to  the
prior year period, primarily due to the addition of rigs in the Rowan Transaction as well as the commencement of the VALARIS JU-123 in
August 2019. This increase was partially offset  by lower depreciation on certain non-core assets which were impaired during the first  and
second quarters of 2020.

ARO

ARO  currently  owns  a  fleet  of  seven  jackup  rigs,  leases  another  nine  jackup  rigs  from  us  and  has  plans  to  purchase  at  least  20
newbuild  jackup  rigs  over  an  approximate  10  year  period.  In  January  2020,  ARO  ordered  the  first  two  newbuild  jackups  with  delivery
scheduled in 2022. The rigs we lease to ARO are done so through bareboat charter agreements whereby substantially all operating costs are
incurred by ARO. All nine jackup rigs leased to ARO are under three-year contracts with Saudi Aramco. All seven ARO-owned jackup rigs
are under long-term contracts with Saudi Aramco.

The operating revenues of ARO reflect revenues earned under drilling contracts with Saudi Aramco for the seven ARO-owned jackup
rigs and the nine rigs leased from us that operated during the three months and nine months ended September 30, 2020.

Contract drilling expenses for the three months and nine months ended September 30, 2020, are inclusive of the bareboat charter fees
for  the  rigs  leased  from  us.  Cost  incurred  under  the  Secondment  Agreement  are  included  in  contract  drilling  expense  and  general  and
administrative,  depending on the  function  to  which the  seconded employees'  services  related.  General  and administrative  expenses  for  the
three  months and nine  months  ended  September  30,  2020,  include  costs  incurred  under  the  Transition  Services  Agreement  and  other
administrative costs.

See "Note 5 - Equity Method Investment in ARO" for additional information on ARO.

Other

Other  revenues  declined  $22.3  million  for  the  three  months  ended  September  30,  2020,  as  compared  to  the  prior  year  quarter,
primarily due to $21.9 million of lower revenues earned under the Secondment Agreement and Transition Services Agreement.

Other revenues increased $5.5 million for the nine months ended September 30, 2020, as compared to the prior year period, primarily
due to the additional revenue earned from our rigs leased to ARO as the prior year included ARO from the date of the Rowan transaction.
This is partially offset by a decrease in revenue earned from ARO under the Secondment Agreement and Transition Services Agreement.

Other contract drilling expenses declined $14.2 million and $15.3 million for the three and nine months ended September 30, 2020, as
compared  to  the  respective  prior  year  period,  primarily  due  to  lower  costs  incurred  for  services  provided  to  ARO under  the  Secondment
Agreement.

During  the  second quarter  of  2020,  we recorded a  non-cash  loss  on  impairment  of  $5.7  million,  with  respect  to  a  certain  contract
intangible due to current market conditions. See "Note 4 - Rowan Transaction" for additional information.
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Other Income (Expense)
 

The  following  table  summarizes  other  income  (expense)  for  the  three  and  nine  months  ended  September  30,  2020  and  2019  (in
millions):

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

 2020 2019 2020 2019
Interest income $ 4.7 $ 6.7 $ 15.2 $ 22.1 
Interest expense, net:   

Interest expense (59.9) (119.4) (290.6) (333.0)
Capitalized interest .1 5.5 1.4 19.8 

 (59.8) (113.9) (289.2) (313.2)
Reorganization items, net (497.5) — (497.5) — 
Other, net (3.1) 147.4 2.5 853.4 
 $ (555.7) $ 40.2 $ (769.0) $ 562.3 

 
Interest income for the three and nine months ended September 30, 2020 decreased as compared to the respective prior year period

primarily due lower interest on the Long-term notes receivable from ARO as well as fewer investments in time deposits in the current year as
compared to the prior year comparable period.

Interest expense decreased $54.1 million and $24.0 million for the three and nine months ended September 30, 2020, respectively, as
compared  to  the  prior  year  periods,  primarily  due  to  $45.9  million  decrease  in  interest  expense  as  we  discontinued  accruing  interest
subsequent to the Chapter 11 filing. This decrease was partially offset by lower interest capitalization for the three and nine months ended
September 30, 2020, respectively, as compared to the prior year periods.

Reorganization items, net of $497.5 million recognized during the third quarter of 2020 was related to other net losses and expenses
directly  related  to  Chapter  11  cases,  primarily  consisting  of  the  write  off  of  unamortized  debt  discounts,  premiums  and  issuance  costs  of
$447.9 million, financing costs of $23.8 million and professional fees of $25.8 million.

    Other, net, for the three months ended September 30, 2019 included $194.1 million of pre-tax gain on debt extinguishment related to the
repurchase  of  senior  notes  in  connection with  the  July  2019 tender  offers,  partially  offset  by  a  reduction to  the  estimated gain  on bargain
purchase of $53.0 million.

Other,  net,  for  the  nine  months  ended  September  30,  2019  included  $659.8  million  of  gain  on  bargain  purchase  recognized  in
connection with the Rowan Transaction and $194.1 million of pre-tax gain on debt extinguishment related to the repurchase of senior notes in
connection with July 2019 tender offers.

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 $7.5 million and $4.9 million, were included in other, net, for
the  three  and  nine  months  ended September  30,  2020,  respectively.  During  the  three  months  ended  September  30,  2020,  the  net  foreign
currency exchange losses were primarily attributable to the Euro and the net foreign currency exchange losses during the nine months ended
September 30, 2020, were primarily attributable to the Euro, Australian Dollar and Angolan Kwanza.

Net foreign currency exchange gains of $4.9 million and $1.8 million, inclusive of offsetting fair value derivatives, were included in
other,  net,  for  the three and nine months ended September 30,  2019,  respectively.  These gains were primarily attributable to the Brazilian
Real, Angolan Kwanza, Euro and Venezuelan Bolivar.
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Provision for Income Taxes
 

Valaris  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 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 profitability levels
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.

Income tax rates and taxation systems in the jurisdictions in which our subsidiaries conduct operations vary and our subsidiaries are
frequently subjected to minimum taxation regimes. In some jurisdictions, tax liabilities are based on gross revenues, statutory or negotiated
deemed profits or other factors, rather than on net income and our subsidiaries are frequently unable to realize tax benefits when they operate
at  a  loss.  Accordingly,  during  periods  of  declining  profitability,  our  consolidated  income  tax  expense  generally  does  not  decline
proportionally  with  consolidated  income,  which  results  in  higher  effective  income  tax  rates.  Furthermore,  we  generally  continue  to  incur
income tax expense in periods in which we operate at a loss on a consolidated basis.

Discrete  income tax  expense  for  the  three  months  ended  September  30,  2020  was  $13.8  million  and  was  primarily  attributable  to
changes  in  liabilities  for  unrecognized  tax  benefits  associated  with  tax  positions  taken  in  prior  years,  rig  sales  and  reorganization  items.
Discrete income tax benefit for the three months ended September 30, 2019 was $18.4 million and was primarily attributable to restructuring
transactions, the impairment of a drilling rig, changes in liabilities for unrecognized tax benefits associated with tax positions taken in prior
years and other resolutions of prior year tax matters, partially offset by discrete tax expense resulting from gains on the repurchase of debt.
Excluding the  aforementioned discrete  tax  items,  income tax  expense  for  the  three  months  ended September  30,  2020 and 2019 was  $8.1
million and $19.9 million, respectively.

Discrete income tax benefit  for the nine months ended September 30, 2020 was $197.9 million and was primarily attributable to a
restructuring  transaction,  rig  impairments,  implementation  of  the  U.S.  Cares  Act,  changes  in  liabilities  for  unrecognized  tax  benefits
associated with tax positions taken in prior years, rig sales, reorganization items and the resolution of other prior period tax matters. Discrete
income  tax  benefit  for  the  nine  months  ended  September  30,  2019  was  $19.0  million  and  was  primarily  attributable  to  restructuring
transactions, the impairment of a drilling rig, changes in liabilities for unrecognized tax benefits associated with tax positions taken in prior
years and other resolutions of prior year tax matters, partially offset by discrete tax expense resulting from gains on the repurchase of debt.
Excluding the aforementioned discrete tax items,  income tax expense for the nine months ended September 30,  2020 and 2019 was $52.0
million and $84.6 million, respectively.

LIQUIDITY AND CAPITAL RESOURCES

Chapter 11 Cases and Effect of Automatic Stay

On  August  19,  2020,  the  Debtors  filed  voluntary  petitions  for  reorganization  under  Chapter  11  of  the  Bankruptcy  Code  in  the
Bankruptcy Court and subsequently obtained joint administration of the Chapter 11 Cases under the caption In re Valaris plc, et al., Case No.
20-34114 (MI). Any efforts to enforce payment obligations
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related to the acceleration of our debt have been automatically stayed as a result of the filing of the Chapter 11 Cases, and the creditors’ rights
of enforcement are subject to the applicable provisions of the Bankruptcy Code.

On August 18, 2020, the Debtors entered into the RSA with the Consenting Noteholders which contemplates that the Company will
implement the restructuring through the Chapter 11 Cases pursuant to a plan of reorganization and the various related transactions set forth in
or contemplated by the RSA and the Restructuring Term Sheet. See “Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going
Concern” for additional details regarding the Chapter 11 Cases and RSA.

The Debtors continue to operate their businesses and manage their properties as “debtors-in-possession” under the jurisdiction of the
Bankruptcy Court and in accordance with applicable provisions of the Bankruptcy Code and orders of the Bankruptcy Court. As part of the
Chapter  11  Cases,  the  Debtors  were  granted  “first-day”  relief  which  enabled  the  Company  to  continue  operating  without  interruption  or
disruption to its relationships with its customers and vendors or its high-quality service delivery. In particular, employee pay and benefits are
expected to continue without interruption.

In addition, we have obtained a DIP Facility to fund operations during the bankruptcy proceedings. However, for the duration of the
Chapter 11 Cases, our operations and our ability to develop and execute our business plan are subject to a high degree of risk and uncertainty
associated  with  the  Chapter  11  Cases.  The  outcome  of  the  Chapter  11  Cases  is  dependent  upon  factors  that  are  outside  of  our  control,
including actions of the Bankruptcy Court and our creditors. The significant risks and uncertainties related to our liquidity and Chapter 11
Cases  described  above  raise  substantial  doubt  about  our  ability  to  continue  as  a  going  concern.  There  can  be  no  assurance  that  we  will
confirm and consummate a plan of reorganization as contemplated by the RSA or complete another plan of reorganization with respect to the
Chapter 11 Cases. As a result, we have concluded that management’s plans do not alleviate substantial doubt about our ability to continue as
a going concern.

Liquidity
 

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

September 30, 
2020

December 31, 
2019

Cash and cash equivalents $ 180.4 $ 97.2 
Available DIP Facility capacity 500.0 — 
Available revolving credit facility borrowing capacity — 1,622.2 
   Total liquidity $ 680.4 $ 1,719.4 
Working capital $ 676.8 $ 233.7 
Current ratio 2.7 1.3 

     As a result of our Chapter 11 filing, we reclassified $7.3 billion representing the principal balance on our unsecured senior notes, the
amount of outstanding borrowings on our revolving credit facility, the accrued interest on our unsecured senior notes and revolving
credit  facility,  and  rig  holding  costs  for  DS-13 and  DS-14 to  “Liabilities  Subject  to  Compromise”  as  of  September  30,  2020.  The
current ratio calculated above does not reflect our debt and related interest that would otherwise be current but is stayed under our
Chapter 11 Cases, nor does it include rig holding costs for DS-13 and DS-14.

Cash and Debt

As discussed in "Note 2 - Chapter 11 Proceedings and Ability to Continue as a Going Concern" and above in "Item 2, Management's
Discussion and Analysis of Financial Condition and Results of Operations", we have filed the Chapter 11 Cases to effect a comprehensive
restructuring of our indebtedness.

(1)

(1)
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The  Commencement  of  the  Chapter  11  Cases  on  August  19,  2020,  constituted  an  event  of  default  under  our  Senior  Notes  and
revolving credit facility. Any efforts to enforce payment obligations under the Senior Notes, including any rights to require the repurchase by
the  Company  of  the  2024  Convertible  Notes  upon  the  NYSE  delisting  of  the  Class  A  ordinary  shares,  and  revolving  credit  facility  are
automatically stayed as a result of the filing of the Chapter 11 Cases. The $6.5 billion aggregate principal amount of Senior Notes outstanding
as well as $581.0 million outstanding borrowings under our revolving credit facility as of the Petition Date are classified as Liabilities Subject
to Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020.

On September 25, 2020, we entered into the $500.0 million DIP facility to provide liquidity during the pendency of the Chapter 11
Cases and expect exit financing in the form of a fully backstopped rights offering to noteholders for $500 million of new secured notes. We
expect the DIP Facility will provide sufficient liquidity for us during the pendency of the Chapter 11 Cases. Additionally, we expect the exit
financing  to  include  the  backstopped  New  Secured  Notes  and  that  these  notes  will  provide  the  necessary  liquidity  to  support  ongoing
operations and working capital needs.

The maturity  date of  the DIP Credit  Agreement  is  the earliest  of  (1)  August  17,  2021,  (2)  acceleration of  the loans under  the DIP
Facility  and  termination  of  the  Lenders  commitments  under  the  DIP  Facility,  (3)  the  substantial  consummation  of  any  plan  filed  in  the
Chapter  11  Cases  that  is  confirmed  pursuant  to  an  order  entered  by  the  Bankruptcy  Court  and  (4)  the  consummation  of  a  sale  of  all  or
substantially all of the assets of the Lead Borrower and the other Debtors under section 363 of the Bankruptcy Code. Loans under the DIP
Credit Agreement accrue interest at a rate of 8.00% per annum, if paid in kind, and at a rate of 7.00% per annum, if paid in cash.

The  DIP  Credit  Agreement  contains  a  requirement  that  the  Lead  Borrower  and  any  other  borrowers  provide  every  four  weeks,  a
rolling 13 week budget to be approved by the required Lenders (the “Approved Budget”). The Lead Borrower and any other borrower that
becomes party to the DIP Credit Agreement may not vary from the Approved Budget by more than 15% of the forecasted amounts in any
forecast  period.  The  Approved  Budget  is,  subject  to  certain  exceptions  and  is  tested  at  certain  times  in  accordance  with  the  DIP  Credit
Agreement in order  to measure variances between the actual  total  cash disbursements  (excluding professional  fees and certain other items
consistent with the initial Approved Budget) and the disbursements budgeted for the applicable period.

The DIP Credit Agreement contains events of default customary to debtor-in-possession financings, including events related to the
Chapter 11 Cases, the occurrence of which could result in the acceleration of the Debtors’ obligation to repay the outstanding indebtedness
under the DIP Credit Agreement. The Debtors’ obligations under the DIP Credit Agreement are secured by a security interest in, and lien on,
substantially  all  present  and  after  acquired  property  (subject  to  certain  exceptions)  of  the  Debtors  and  are  guaranteed  by  certain  of  the
Company’s subsidiaries, including other Debtors.

The DIP Credit  Agreement also contains customary covenants that  limit  the ability of the Company and its subsidiaries to,  among
other  things,  (1)  incur  additional  indebtedness  and  permit  liens  to  exist  on  their  assets,  (2)  pay  dividends  or  make  certain  other  restricted
payments, (3) sell assets and (4) make certain investments. These covenants are subject to exceptions and qualifications as set forth in the DIP
Credit Agreement.

During  the  nine  months  ended  September  30,  2020,  our  primary  source  of  cash  was  $581.0  million in  net  borrowings  under  our
revolving credit facility. While the revolving credit facility has not been terminated, no further borrowings are permitted. Our primary uses of
cash  for  the  same  period  were  $396.4  million  used  in  operating  activities  and  $82.9  million  for  the  construction,  enhancement  and  other
improvements of our drilling rigs.

During  the  nine  months  ended  September  30,  2019,  our  primary  source  of  cash  was  cash  acquired  in  the  Rowan  Transaction  of
$931.9 million, $329.0 million from net maturities of short-term investments and $140.6 million of net borrowings under our credit facility.
Our  primary  uses  of  cash  for  the  same  period  were  $928.1  million  for  the  repayment  of  senior  notes  in  connection  with  the  maturity  of
$201.4 million principal amount of senior notes in August 2019 and our July tender offers, $174.2 million for the construction, enhancement
and other improvements of our drilling rigs and $427.5 million for operating activities.
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Cash Flow and Capital Expenditures
 

Our cash flow from operating activities and capital expenditures for the nine months ended September 30, 2020 and 2019 were as
follows (in millions):

2020 2019
Net cash used in operating activities $ (396.4) $ (427.5)
Capital expenditures   

New rig construction $ 2.8 $ 46.0 
Rig enhancements 41.2 84.4 
Minor upgrades and improvements 38.9 43.8 

$ 82.9 $ 174.2 

    
Cash flows used in operating activities declined $31.1 million as compared to the prior year period primarily due to lower interest

costs, partially offset by declining margins. As our remaining above-market contracts expire and we renegotiate contracts with customers, we
expect our operating cash flows will remain negative in the near term.

Based  on  our  current  projections,  we  expect  capital  expenditures  for  the  remainder  of  2020  to  approximate  $22  million  for  rig
enhancement  projects  and  minor  upgrades  and  improvements.  Approximately  $12  million  of  our  projected  capital  expenditures  are
reimbursable  by  our  customers.  Depending  on  market  conditions  and  opportunities,  we  may  reduce  our  planned  expenditures  or  make
additional capital expenditures to upgrade rigs for customer requirements.

We  have  two  ultra-deepwater  drillships  under  construction,  VALARIS  DS-13  and  VALARIS  DS-14,  which  are  scheduled  for
delivery in September 2021 and June 2022, respectively. The terms of the RSA contemplate the rejection of the construction and delivery
contracts for these rigs unless otherwise agreed between us and the shipyard with the consent of the Consenting Noteholders. If rejected, it is
contemplated that we would have to pay an amount equal to the liquidation recovery, which is the amount the contract counterparty would be
entitled to receive or retain if the applicable Company entity was liquidated under chapter 7 of the Bankruptcy Code.

The  following  table  summarizes  the  timing  of  our  remaining  contractual  commitments  for  our  rigs  under  construction  as  of
September 30, 2020 (in millions):

2020 2021 2022 Thereafter Total
VALARIS DS-13 $ — $ 83.9 $ — $ — $ 83.9 
VALARIS DS-14 — — 165.0 — 165.0 

$ — $ 83.9 $ 165.0 $ — $ 248.9 

Total commitments are based on fixed-price shipyard construction contracts, exclusive of our internal costs associated with project
management, commissioning and systems integration testing. Total commitments also exclude holding costs and interest.
The current contractual delivery dates for the VALARIS DS-13 and VALARIS DS-14 are September 30, 2021 and June 30, 2022,
respectively. We can elect to request earlier delivery in certain circumstances. The interest rate on the final milestone payments are
7% per annum from October 1,  2019, for the VALARIS DS-13, and from July 1,  2020, for the VALARIS DS-14, until  the actual
delivery  dates.  The  final  milestone  payments  and  applicable  interest  are  due  at  the  delivery  dates  (or,  if  accelerated,  the  actual
delivery dates) and are estimated to be approximately $313.3 million in aggregate for both rigs,  inclusive of interest,  assuming we
take delivery on the delivery dates. In lieu of making the final milestone payments,

(1)

(2)

(2)

(1)

(2)
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we have the option to take delivery of the rigs and issue a promissory note for each rig to the shipyard owner for the amount due. The
promissory  notes  bear  interest  at  a  rate  of  9% per  annum with  a  maturity  date  of  December  31,  2022 and  would  be  secured  by  a
mortgage on each respective rig. The remaining milestone payments for VALARIS DS-13 and VALARIS DS-14 are included in the
table above in the period in which they are contractually owed, assuming the promissory notes are not executed. Should we elect to
execute  the  promissory  notes,  payment  would  be  deferred  until  December  2022.  If  we  issue  the  promissory  note  to  the  shipyard
owner, we would also be required to provide a guarantee from Valaris plc.

Financing and Capital Resources

Debt to Capital

Our total debt, total capital and total debt to total capital ratio as of December 31, 2019, was $6.5 billion, $15.8 billion and 41.2%,
respectively.  Total  debt  consisted  of  the  principal  amount  outstanding  and  total  capital  consisted  of  total  debt  and  Valaris  shareholders'
equity.
    

During  the  nine  months  ended  September  30,  2020,  our  total  debt  principal  increased  by  $568.2  million  primarily  as  a  result  of
borrowings on our revolving credit facility and total capital declined by $4.2 billion due to operating losses, inclusive of impairment of assets.

As of September 30, 2020, there were no borrowings outstanding under the DIP Credit Agreement. The DIP Credit Agreement does
not provide for the issuance of letters of credit but permits incurrence of letters of credit in certain circumstances. Any proceeds of the loans
under  the  DIP Credit  Agreement  may be  used (i)  to  provide  working capital  to  the  borrowers  and their  subsidiaries  and for  other  general
corporate purposes in accordance with the rolling 13 week budget to be approved by the required Lenders every four weeks (subject to the
Permitted Variance), (ii) to pay interest, fees, costs and expenses related to the DIP Facility, (iii) to pay fees, costs and expenses of the estate
professionals retained for the Chapter 11 Cases as approved by the Bankruptcy Court and as provided for in the Approved Budget (subject to
the Permitted Variance), (iv) make all permitted payments of costs of administration of the Chapter 11 Cases, (v) pay pre-petition expenses as
are  consistent  with  the  Approved  Budget  (subject  to  the  Permitted  Variance)  and  approved  by  the  Bankruptcy  Court,  (vi)  to  fund  the
reasonable activities, costs and fees in respect of any insolvency proceedings in the United Kingdom and (vii) make other payments permitted
by the applicable Approved Budget. For the applicable Approved Budget period, the actual total cash disbursements may not exceed the sum
of the aggregate amount forecasted in the Approved Budget by more than 15% of the forecasted amount.

During the three months ended September 30, 2020, we incurred $23.8 million of fees and expenses related to the establishment of
the DIP Credit Agreement, which are in included in Reorganization items, net on the Condensed Consolidated Statement of Operations for
the three and nine months ended September 30, 2020.

As of September 30, 2020, we were in compliance with our covenants under the DIP Credit Agreement.

Open Market Repurchases

In  early  March  2020,  we  repurchased  $12.8  million  of  our  outstanding  4.70%  Senior  notes  due  2021  on  the  open  market  for  an
aggregate purchase price of $9.7 million, excluding accrued interest, with cash on hand. As a result of the transaction, we recognized a pre-
tax gain of $3.1 million net of discounts in other, net, in the consolidated statements of operations.

Senior Notes

On February 3, 2020, Rowan and Rowan Companies, Inc. ("RCI") transferred substantially all their assets on a consolidated basis to
Valaris plc, Valaris plc became the obligor on the outstanding notes acquired in the
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Rowan Transaction and Rowan and RCI were relieved of their obligations under the notes and the related indenture. See "Note 11 - Debt" for
additional information.

The Commencement of the Chapter 11 Cases on August 19, 2020, constituted an event of default under our Senior Notes. Any efforts
to enforce payment obligations under the Senior Notes are automatically stayed as a result of the filing of the Chapter 11 Cases. The $6.5
billion aggregate principal amount of Senior Notes outstanding as well as $201.9 million in associated accrued interest as of the Petition Date
are classified as Liabilities Subject to Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020. See “Note 2 –
Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.

In  December  2016,  Ensco  Jersey  Finance  Limited,  a  wholly-owned  subsidiary  of  Valaris  plc,  issued  $849.5  aggregate  principal
amount of 3.00% convertible senior notes due 2024 (the “2024 Convertible Notes”) in a private offering. The 2024 Convertible Notes are fully
and unconditionally guaranteed, on a senior, unsecured basis, by Valaris plc and are exchangeable into cash, our Class A ordinary shares or a
combination thereof, at our election.

The Commencement of the Chapter 11 Cases on August 19, 2020, constituted an event of default under the 2024 Convertible Notes.
Any efforts to enforce payment obligations under the 2024 Convertible Notes, including any rights to require the repurchase by the Company
of the 2024 Convertible Notes upon the NYSE delisting of the Class A ordinary shares, are automatically stayed as a result of the filing of the
Chapter  11  Cases.  The aggregate  principal  amount  of  2024 Convertible  Notes  outstanding as  well  as  associated  accrued interest  as  of  the
Petition Date are classified as Liabilities Subject to Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020.
See “Note 2 – Chapter 11 Proceedings and Ability to Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.

Revolving Credit Facility and DIP Facility

As of September 30, 2020, we had $581.0 million of borrowings outstanding under our revolving credit facility and $41.2 million of
undrawn letters of credit. The principal and interest under our revolving credit facility became immediately due and payable upon filing of the
Chapter 11 Cases, which constituted an event of default under the Credit Agreement. However, the ability of the lenders to exercise remedies
was stayed upon commencement of the Chapter 11 Cases. While the revolving credit facility has not been terminated, no further borrowings
are  permitted.  The  outstanding  borrowings  as  well  as  accrued  interest  as  of  the  Petition  Date  are  classified  as  Liabilities  Subject  to
Compromise in our Condensed Consolidated Balance Sheet as of September 30, 2020. See “Note 2 – Chapter 11 Proceedings and Ability to
Continue as a Going Concern” for additional details regarding the Chapter 11 Cases.
    

We expect  cash on hand and the DIP Facility will  provide sufficient  liquidity for us during the pendency of the Chapter 11 Cases
based on current projections of cash flows. Should we experience material variations from our projected cash flows, this could result in us
having insufficient liquidity from the DIP Facility and in turn could have a material adverse impact on our financial position, operating results
or cash flows.

Investment in ARO and Notes Receivable from ARO

We consider our investment in ARO to be a significant component of our investment portfolio and an integral part of our long-term
capital resources. We expect to receive cash from ARO in the future both from the maturity of our long-term notes receivable and from the
distribution of earnings from ARO. The long-term notes receivable, which are governed by the laws of Saudi Arabia, earn interest at LIBOR
plus two percent and mature during 2027 and 2028. In the event that ARO is unable to repay these notes when they become due, we would
require the prior consent of our joint venture partner to enforce ARO’s payment obligations. The notes receivable may be reduced by future
Company obligations to the joint venture.

The  distribution  of  earnings  to  the  joint-venture  partners  is  at  the  discretion  of  the  ARO  Board  of  Managers,  consisting  of  50/50
membership  of  managers  appointed  by  Saudi  Aramco  and  managers  appointed  by  us,  with  approval  required  by  both  shareholders.  The
timing and amount of any cash distributions to the joint-venture
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partners cannot be predicted with certainty and will be influenced by various factors, including the liquidity position and long-term capital
requirements of  ARO. ARO has not  made a cash distribution of earnings to its  partners since its  formation.  See "Note 5 - Equity Method
Investment in ARO" for additional information on our investment in ARO and notes receivable from ARO.

The following table summarizes the maturity schedule of our notes receivable from ARO as of September 30, 2020 (in millions):

Maturity Date Principal Amount
October 2027 $ 265.0 
October 2028 177.7 
Total $ 442.7 

Other Financing Arrangements

During  2018,  our  shareholders  approved  our  current  share  repurchase  program.  Subject  to  certain  provisions  under  English  law,
including the requirement of the Company 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  16.3  million  shares.  The
program  terminates  in  May  2023.  As  of  September  30,  2020,  there  had  been  no  share  repurchases  under  this  program.  Our  DIP  Credit
Agreement prohibits us from repurchasing our shares, except in certain limited circumstances. Any share repurchases, outside of such limited
circumstances, would require the amendment or waiver of such provision.

Other Commitments

We have other commitments that we are contractually obligated to fulfill with cash under certain circumstances. As of September 30,
2020,  we  were  contingently  liable  for  an  aggregate  amount  of  $123.1  million  under  outstanding  letters  of  credit  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 are not normally called, as we typically comply with the underlying performance requirement. As of
September 30, 2020, we had insignificant collateral deposits with respect to these agreements.

In connection with our 50/50 joint venture with ARO, we have a potential obligation to fund ARO for newbuild jackup rigs. In the
event ARO has insufficient  cash from operations or is  unable to obtain third-party financing,  each partner may periodically be required to
make  additional  capital  contributions  to  ARO,  up  to  a  maximum  aggregate  contribution  of  $1.25  billion  from  each  partner  to  fund  the
newbuild program. The Company's capital contributions to ARO pursuant to this requirement may require approval of the Bankruptcy Court
during the Chapter 11 Cases. Each partner's commitment shall be reduced by the actual cost of each newbuild rig, on a proportionate basis.
See "Note 5 - Equity Method Investment in ARO" for additional information on our joint venture with ARO.

Recent Tax Assessments

During 2019, the Australian tax authorities issued aggregate tax assessments totaling approximately A$101 million (approximately
$72.3  million  converted  at  current  period-end exchange  rates)  plus  interest  related  to  the  examination  of  certain  of  our  tax  returns  for  the
years  2011 through 2016.  During the  third  quarter  of  2019,  we made a  A$42 million payment  (approximately  $29 million at  then-current
exchange rates) to the Australian tax authorities to litigate the assessment. We have recorded a $16.4 million liability for these assessments as
of  September  30,  2020.  We  believe  our  tax  returns  are  materially  correct  as  filed,  and  we  are  vigorously  contesting  these  assessments.
Although the outcome of such assessments and related administrative proceedings cannot be predicted with certainty, we do not expect these
matters to have a material adverse effect on our financial position, operating results and cash flows.
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See "Note 13 - Income Taxes" for additional information on recent tax assessments.

MARKET RISK
 

We have historically used 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  previously  maintained  a  foreign  currency  exchange  rate  risk  management  strategy  that  utilized  derivatives  to  reduce  our  exposure  to
unanticipated fluctuations in earnings and cash flows caused by changes in foreign currency exchange rates. 

The commencement of the Chapter 11 Cases constituted a termination event with respect to the Company’s derivative instruments,
which  permits  the  counterparties  of  our  derivative  instruments  to  terminate  their  outstanding  contracts.  The  exercise  of  these  termination
rights are not stayed under the Bankruptcy Code. During September 2020, the counterparties to the Company’s derivative instruments elected
to terminate their outstanding derivatives. As of September 30, 2020, we had no derivative contracts outstanding.
    

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, 2019, included in our annual report on Form 10-K filed with the SEC on
February 21, 2020. 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 regarding estimates in matters that are
inherently  uncertain.  Our  critical  accounting  policies  are  those  related  to  property  and equipment,  impairment  of  property  and  equipment,
income taxes and pension and other post-retirement benefits. 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, 2019. During the three and nine months ended September 30, 2020, there were no material changes to the judgments,
assumptions or policies upon which our critical accounting estimates are based.

New Accounting Pronouncements

See Note 1 - Unaudited Condensed Consolidated Financial Statements to our condensed consolidated financial statements included in
"Item 1. Financial Information" 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
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Evaluation of  Disclosure Controls  and Procedures – We have  established  disclosure  controls  and  procedures  to  ensure  that  the
information required to be disclosed by us in the reports that we file under the Exchange Act is recorded, processed, summarized and reported
within  the  time  periods  specified  in  SEC rules  and  forms  and  that  such  information  is  accumulated  and  made  known to  the  officers  who
certify  the  Company’s  financial  reports  and  to  other  members  of  senior  management  and  the  Board  of  Directors  as  appropriate  to  allow
timely decisions regarding required disclosure.

We  have  appropriately  implemented  Financial  Accounting  Standards  Board  Accounting  Standard  Codification  Topic  No.  852  –
Reorganizations  (“ASC  852”),  during  the  quarter  and  have  prepared  the  interim  Condensed  Consolidated  Financial  Statements  and
disclosures in accordance with ASC 852.

Based on their evaluation as of September 30, 2020, our principal executive officer and principal financial officer have concluded that
our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) are effective.

Changes  in  Internal  Controls –  There  have  been  no  changes  in  our  internal  controls  over  financial  reporting  during  the  fiscal
quarter  ended  September  30,  2020  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
UMB Bank Lawsuit

On March 19, 2020, UMB Bank, National Association (“UMB”), the purported indenture trustee for four series of Valaris notes, filed
a lawsuit in Harris County District Court in Houston, Texas.  The lawsuit was filed against Valaris plc, two legacy Rowan entities, two legacy
Ensco entities and the individual directors of the two legacy Rowan entities. The complaint alleges, among other things, breach of fiduciary
duty, aiding and abetting breach of fiduciary duty and fraudulent transfer in connection with certain intercompany transactions occurring after
completion of the Rowan merger and the Rowan entities’ guarantee of Valaris’ revolving credit facility.  In addition to an unspecified amount
of damages, the lawsuit seeks to void and undo all historical transfers of cash or other assets from legacy Rowan entities to Valaris and its
other subsidiaries and the internal reorganization transaction. On August 18, 2020, Valaris and certain of its affiliates entered into the RSA,
including the noteholders that directed UMB to file the lawsuit. Under the RSA, the lawsuit is stayed by agreement throughout the pendency
of  the  bankruptcy  proceeding  unless  the  RSA  terminates  at  which  point  each  party  reserves  its  rights  to  argue  whether  the  case  should
proceed while  in  bankruptcy.  If  the  Bankruptcy  Court  confirms a  plan  based  on the  transactions  set  forth  in  the  RSA,  the  lawsuit  will  be
dismissed with prejudice.  On August  24,  2020,  the parties  filed a joint  notice staying the case.  If  the RSA terminates and the case in fact
proceeds, we are unable to predict the outcome of this matter 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.

Shareholder Class Action

On  August  20,  2019,  plaintiff  Xiaoyuan  Zhang,  a  purported  Valaris  shareholder,  filed  a  class  action  lawsuit  on  behalf  of  Valaris
shareholders  against  Valaris  plc  and  certain  of  our  executive  officers,  alleging  violations  of  federal  securities  laws.  The  complaint  cites
general statements in press releases and SEC filings and alleges that the defendants made false or misleading statements or failed to disclose
material information regarding the performance of our ultra-deepwater segment, among other things.

The complaint asserts claims on behalf of a class of investors who purchased Valaris plc shares between April 11, 2019 and July 31,
2019. The court appointed a lead plaintiff and lead counsel. The case has now been stayed in light of the Valaris plc bankruptcy filing, with
the exception that  lead plaintiff  may continue efforts to serve certain defendants and may file an amended complaint.  At this time, we are
unable to predict the outcome of these matters or the extent of any resulting liability.

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 $444,000 liability related to these matters was included in
accrued liabilities and other on our condensed consolidated balance sheet as of September 30, 2020.
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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, 2019, as updated in Item 1A of Part II of our Quarterly Reports on Form 10-Q for the quarterly periods ended
March 31, 2020 and June 30, 2020, which contains descriptions of significant risks that may cause our actual results of operations in future
periods to differ materially from those currently anticipated or expected.

We are subject to the risks and uncertainties associated with the Chapter 11 Cases.

On August 19, 2020, the Debtors filed the Chapter 11 Cases in the United States Bankruptcy Court for the Southern District of Texas.
For the duration of the Chapter 11 Cases, our operations and our ability to develop and execute the business plan, as well as our continuation
as a going concern, are subject to risks and uncertainties associated with bankruptcy. These risks include the following:

• our ability to execute, confirm and consummate a plan of reorganization as contemplated by the RSA with respect to the Chapter 11
Cases;

• the high costs of bankruptcy proceedings and related fees;

• our ability to obtain sufficient financing to allow us to emerge from bankruptcy and execute our business plan post-emergence;

• our ability to maintain our relationships with our suppliers, service providers, customers, employees and other third parties;

• our ability to maintain contracts that are critical to our operations;

• our ability to execute our business plan in the current depressed commodity price environment;

• our ability to attract, motivate and retain key employees;

• the ability of third parties to seek and obtain court approval to terminate contracts and other agreements with us;

• the ability of third parties to seek and obtain court approval to convert the Chapter 11 Cases to a chapter 7 proceeding; and

• the actions and decisions of our creditors and other third parties who have interests in the Chapter 11 Cases that may be inconsistent
with our plans.
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Delays  in  the Chapter  11 Cases  increase the  risks  of  us  being unable  to  reorganize our  business  and emerge from bankruptcy and
increase our costs associated with the bankruptcy process.

These  risks  and  uncertainties  could  affect  our  business  and  operations  in  various  ways.  For  example,  negative  events  or  publicity
associated with the Chapter  11 Cases could adversely affect  our  relationships with customers,  suppliers,  service providers,  employees and
other third parties, which in turn could adversely affect our operations and financial condition. Also, pursuant to the Bankruptcy Code, we
need  the  prior  approval  of  the  Bankruptcy  Court  for  transactions  outside  the  ordinary  course  of  business,  which  may  limit  our  ability  to
respond  timely  to  certain  events  or  take  advantage  of  certain  opportunities.  We  also  need  Bankruptcy  Court  confirmation  of  a  plan  of
reorganization  as  contemplated  by  the  RSA.  Because  of  the  risks  and  uncertainties  associated  with  the  Chapter  11  Cases,  we  cannot
accurately  predict  or  quantify  the  ultimate  impact  that  events  that  occur  during  the  Chapter  11  Cases  will  have  on  our  business,  financial
condition, results of operations and cash flows.

Even if a plan of reorganization is consummated, we will continue to face a number of risks, including our ability to reduce expenses,
implement  any  strategic  initiatives  and  generally  maintain  favorable  relationships  with  and  secure  the  confidence  of  our  counterparties.
Accordingly, we cannot guarantee that the proposed financial restructuring will achieve our stated goals nor can we give any assurance of our
ability to continue as a going concern.

Operating under the Bankruptcy Court protection for a long period of time may harm our business.

A long period of operations under the Bankruptcy Court  protection could have a material  adverse effect  on our business,  financial
condition,  results  of  operations  and liquidity.  A prolonged  period  of  operating  under  Bankruptcy  Court  protection  may also  make it  more
difficult  to  retain  management  and  other  key  personnel  necessary  to  the  success  and  growth  of  our  business.  In  addition,  the  longer  the
Chapter 11 Cases continue, the more likely it is that our customers and suppliers will lose confidence in our ability to reorganize our business
successfully and will seek to establish alternative commercial relationships. So long as the Chapter 11 Cases continue, we will be required to
incur substantial costs for professional fees and other expenses associated with the administration of the Chapter 11 Cases.

Furthermore,  we  cannot  predict  the  ultimate  amount  of  all  settlement  terms  for  the  liabilities  that  will  be  subject  to  a  plan  of
reorganization.  Even  once  a  plan  of  reorganization  is  approved  and  implemented,  our  operating  results  may  be  adversely  affected  by  the
possible reluctance of  prospective lenders  and other  counterparties  to do business with a  company that  recently  emerged from Chapter  11
bankruptcy.

We may not be able to obtain confirmation of a plan of reorganization.

To  emerge  successfully  from  Bankruptcy  Court  protection  as  a  viable  entity,  we  must  meet  certain  statutory  requirements  with
respect to adequacy of disclosure with respect to a Chapter 11 plan of reorganization, solicit and obtain the requisite acceptances of such a
reorganization  plan  and  fulfill  other  statutory  conditions  for  confirmation  of  such  a  plan.  However,  even  if  a  plan  of  reorganization  as
contemplated by the RSA meets other requirements under the Bankruptcy Code, certain parties in interest may file objections to the plan in
an effort to persuade the Bankruptcy Court that we have not satisfied the confirmation requirements under section 1129 of the Bankruptcy
Code. Lenders under our revolving credit facility have already objected to our entry into the DIP Facility and it is possible that they will also
object  to  a  proposed  plan  of  reorganization.  Even  if  no  objections  are  filed  and  the  requisite  acceptances  of  our  plan  are  received  from
creditors  entitled  to  vote  on  the  plan,  the  Bankruptcy  Court,  which  can  exercise  substantial  discretion,  may  not  confirm  the  plan  of
reorganization.  The  precise  requirements  and  evidentiary  showing  for  confirming  a  plan,  notwithstanding  its  rejection  by  one  or  more
impaired classes of claims or equity interests, depends upon a number of factors including, without limitation, the status and seniority of the
claims or equity interests in the rejecting class (i.e., secured claims or unsecured claims, subordinated or senior claims).
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If  a  plan  of  reorganization  is  not  confirmed  by  the  Bankruptcy  Court,  it  is  unclear  whether  we  would  be  able  to  reorganize  our
business and what, if anything, holders of claims against us would ultimately receive with respect to their claims.

We  have  substantial  liquidity  needs  and  may  not  be  able  to  obtain  sufficient  liquidity  for  the  duration  of  the  Chapter  11  Cases  or  to
confirm a plan of reorganization or liquidation.

Although  we  have  lowered  our  capital  budget  and  reduced  the  scale  of  our  operations  significantly,  our  business  remains  capital
intensive.  In  addition  to  the  cash  requirements  necessary  to  fund  ongoing  operations,  we  have  incurred,  and  expect  to  continue  to  incur,
significant professional fees and other costs in connection with the Chapter 11 Cases. As of September 30, 2020, our total available liquidity
was  $680.4  million,  which  included  $180.4  million  of  cash  on  hand  and  $500.0  million  available  under  our  DIP  Facility.  We  expect  to
continue using cash on hand that will further reduce this liquidity. With the Bankruptcy Court’s authorization to use cash collateral under the
DIP  Credit  Agreement,  we  believe  that  we  will  have  sufficient  liquidity,  including  cash  on  hand  and  funds  generated  from  ongoing
operations,  to  fund  anticipated  cash  requirements  through  the  Chapter  11  Cases.  As  such,  we  expect  to  pay  vendor  obligations  on  a  go-
forward basis according to the terms of our current contracts and consistent with applicable court orders, if any, approving such payments.
However, there can be no assurance that our current liquidity will be sufficient to allow us to satisfy our obligations related to the Chapter 11
Cases or to pursue confirmation of a plan of reorganization. We can provide no assurance that we will be able to secure additional interim
financing or exit financing sufficient to meet our liquidity needs or, if sufficient funds are available, offered to us on acceptable terms.

As a result of the Chapter 11 Cases, our financial results may be volatile and may not reflect historical trends.

During  the  Chapter  11  Cases,  we  expect  our  financial  results  to  continue  to  be  volatile  as  restructuring  activities  and  expenses,
contract  terminations  and  rejections  and  claims  assessments  significantly  impact  our  financial  results.  As  a  result,  our  historical  financial
performance is likely not indicative of financial performance after the date of the bankruptcy filing. In addition, if we emerge from Chapter
11, the amounts reported in subsequent periods may materially change relative to historical results, including due to revisions to our operating
plans pursuant to a plan of reorganization. We also may be required to adopt fresh start accounting, in which case our assets and liabilities
will be recorded at fair value as of the fresh start reporting date, which may differ materially from the recorded values of assets and liabilities
prior  to  seeking  bankruptcy  protection.  Our  financial  results  after  the  application  of  fresh  start  accounting  also  may  be  different  from
historical trends.

We may  be  subject  to  claims  that  will  not  be  discharged  in  the  Chapter  11  Cases,  which  could  have  a  material  adverse  effect  on  our
financial condition and results of operations.

The Bankruptcy Code provides that the confirmation of a plan of reorganization may discharge a debtor from substantially all debts
arising prior to the Petition Date. Although the Company intends to pay pre-petition trade claims in full, with few exceptions, all claims that
arose before the Petition Date (i) are subject to compromise and/or treatment under a plan of reorganization and/or (ii) could be discharged in
accordance  with  the  terms  of  a  plan  of  reorganization.  Any  claims  not  ultimately  discharged  through  a  plan  of  reorganization  could  be
asserted  against  the  reorganized  entities  and  may  have  an  adverse  effect  on  their  financial  condition  and  results  of  operations  on  a  post-
reorganization basis.

The pursuit of the Chapter 11 Cases has consumed and will continue to consume a substantial portion of the time and attention of our
management, which may have an adverse effect on our business and results of operations, and we may face increased levels of employee
attrition.

While the Chapter 11 Cases continue, our management will be required to spend a significant amount of time and effort focusing on
the Chapter 11 Cases instead of focusing exclusively on our business operations. This diversion of attention may materially adversely affect
the  conduct  of  our  business,  and,  as  a  result,  our  financial  condition  and  results  of  operations,  particularly  if  the  Chapter  11  Cases  are
protracted.
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During the duration of the Chapter 11 Cases, our employees will face considerable distraction and uncertainty and we may experience
increased levels of employee attrition. A loss of key personnel or material erosion of employee morale could have a material adverse effect
on our ability to meet customer expectations, thereby adversely affecting our business and results of operations. The failure to retain or attract
members  of  our  management  team  and  other  key  personnel  could  impair  our  ability  to  execute  our  strategy  and  implement  operational
initiatives, thereby having a material adverse effect on our financial condition and results of operations.

Trading in our securities during the pendency of the Chapter 11 Cases is highly speculative and poses substantial risks. It is impossible to
predict  at  this  time  whether  our  Class  A  ordinary  shares  will  be  cancelled  or  if  holders  of  such  ordinary  shares  will  receive  any
distribution with respect to, or be able to recover any portion of, their investments.

A significant amount of our indebtedness is senior to the Class A ordinary shares in our capital structure. It is unclear at this stage of
the  Chapter  11  Cases  if  any  plan  of  reorganization  would  allow  for  distributions  with  respect  to  our  Class  A  ordinary  shares  and  other
outstanding equity interests. It is possible that these equity interests may be cancelled and extinguished upon the approval of the Bankruptcy
Court and the holders thereof would not be entitled to receive, and would not receive or retain, any property or interest in property on account
of such equity interests. In the event of a cancellation of these equity interests, amounts invested by such holders in our outstanding equity
securities will not be recoverable. Consequently, our currently outstanding Class A ordinary shares would have no value. Trading prices for
our  Class  A  ordinary  shares  are  very  volatile  and  may  bear  little  or  no  relationship  to  the  actual  recovery,  if  any,  by  the  holders  of  such
securities in the Chapter 11 Cases. Accordingly, we urge that extreme caution be exercised with respect to existing and future investments in
our equity securities and any of our other securities.

Our Class A ordinary shares have been delisted from the New York Stock Exchange (“NYSE”).

Effective  September  14,  2020,  our  Class  A  ordinary  shares  were  delisted  from  the  NYSE.  Since  that  time,  the  shares  have  been
quoted on the OTC Pink Open Market under the symbol “VALPQ.” We can provide no assurance that our ordinary shares will continue to
trade on this market, whether broker-dealers will continue to provide public quotes of our ordinary shares on this market, whether the trading
volume of  our  ordinary  shares  will  be  sufficient  to  provide  for  an  efficient  trading  market  or  whether  quotes  for  our  ordinary  shares  will
continue on this market in the future. These recent developments could result in significantly lower trading volumes and reduced liquidity for
investors seeking to buy or sell shares of our ordinary shares.

In certain instances, a Chapter 11 case may be converted to a case under chapter 7 of the Bankruptcy Code.

Upon a showing of cause, the Bankruptcy Court may convert the Chapter 11 Cases to cases under chapter 7 of the Bankruptcy Code.
In such event, a chapter 7 trustee would be appointed or elected to liquidate our assets and the assets of our subsidiaries for distribution in
accordance with the priorities established by the Bankruptcy Code. We believe that liquidation under chapter 7 would result in significantly
smaller  distributions  being  made to  our  creditors  than  those  provided  for  in  a  plan  of  reorganization  because  of  (i)  the  likelihood that  the
assets would have to be sold or otherwise disposed of in a distressed fashion over a short period of time rather than in a controlled manner
and  as  a  going  concern,  (ii)  additional  administrative  expenses  involved  in  the  appointment  of  a  chapter  7  trustee,  and  (iii)  additional
expenses and claims, some of which would be entitled to priority, that would be generated during the liquidation and from the rejection of
leases and other executory contracts in connection with a cessation of operations.
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Any plan of reorganization that we may implement will be based in large part upon assumptions and analyses developed by us. If these
assumptions and analyses prove to be incorrect, our plan may be unsuccessful in its execution.

Any plan of reorganization that we may implement could affect both our capital structure and the ownership, structure and operation
of our businesses and will reflect assumptions and analyses based on our experience and perception of historical trends, current conditions
and expected  future  developments,  as  well  as  other  factors  that  we consider  appropriate  under  the  circumstances.  In  addition,  any plan  of
reorganization  will  rely  upon  financial  projections,  including  with  respect  to  revenues,  capital  expenditures,  debt  service  and  cash  flow.
Financial forecasts are necessarily speculative, and it is likely that one or more of the assumptions and estimates that are the basis of these
financial  forecasts  will  not  be  accurate.  Whether  actual  future  results  and  developments  will  be  consistent  with  our  expectations  and
assumptions depends on a number of factors, including but not limited to (i) our ability to substantially change our capital structure, (ii) our
ability to obtain adequate liquidity and financing sources, (iii) our ability to maintain customers’ confidence in our viability as a continuing
entity and to attract and retain sufficient business from them, (iv) our ability to retain key employees and (v) the overall strength and stability
of general economic conditions of the financial and oil and gas industries, both in the U.S. and in global markets. The failure of any of these
factors  could materially  adversely affect  the successful  reorganization of  our  businesses.  Consequently,  there  can be no assurance that  the
results or developments contemplated by any plan of reorganization we may implement will occur or, even if they do occur, that they will
have the anticipated effects  on us and our subsidiaries  or  our  businesses or  operations.  The failure of  any such results  or  developments  to
materialize as anticipated could materially adversely affect the successful execution of any plan of reorganization.

Even if a plan of reorganization is consummated, we may not be able to achieve our stated goals and continue as a going concern.

Even  if  a  plan  of  reorganization  is  consummated,  we  will  continue  to  face  a  number  of  risks,  including  further  deterioration  in
commodity  prices  or  other  changes  in  economic  conditions,  changes  in  our  industry,  changes  in  market  demand and  increasing  expenses.
Accordingly, we cannot guarantee that a plan of reorganization will achieve our stated goals.

Furthermore, even if our debts are reduced or discharged through such plan, we may need to raise additional funds through public or
private  debt  or  equity  financing  or  other  various  means  to  fund  our  business  after  the  completion  of  the  Chapter  11  Cases.  Our  access  to
additional financing is, and for the foreseeable future will likely continue to be, extremely limited, if it is available at all. Therefore, adequate
funds may not be available when needed or may not be available on favorable terms, if they are available at all.

Our ability to continue as a going concern is dependent upon our ability to raise additional capital. As a result, we cannot give any
assurance of our ability to continue as a going concern, even if a Chapter 11 plan of reorganization is confirmed.

Our ability to use our net operating loss carryforwards (“NOLs”) may be limited by changes in ownership due to the Chapter 11 Cases.

As of December 31, 2019, we had deferred tax assets of $142.9 million for U.S. foreign tax credits (“FTCs”), $1.5 billion related to
$6.4 billion of net operating loss (“NOL”) carryforwards and $41.5 million for U.S. interest limitation carryforwards, which can be used to
reduce our income taxes payable in future years.  The FTCs expire between 2022 and 2029.  NOL carryforwards,  which were generated in
various jurisdictions worldwide, include $5.6 billion that do not expire and $773.0 million that will expire, if not utilized, between 2020 and
2037. Deferred tax assets for NOL carryforwards at December 31, 2019 include $1.3 billion acquired in the Rowan Transaction, substantially
all of which pertains to NOL in Luxembourg. U.S. interest limitation carryforwards do not expire. Due to the uncertainty of realization, we
have a $1.5 billion valuation allowance on FTC, NOL carryforwards and U.S. interest limitation carryforwards.
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Under  the  provisions  of  the  Internal  Revenue  Code  (“IRC”),  changes  in  our  ownership,  in  certain  circumstances,  will  limit  the
amount  of  U.S.  federal  NOLs  that  can  be  utilized  annually  in  the  future  to  offset  taxable  income.  In  particular,  Section  382  of  the  IRC
imposes limitations on a company’s ability to use NOLs upon certain changes in such ownership. Calculations pursuant to Section 382 of the
IRC can be very complicated and no assurance can be given that upon further analysis, our ability to take advantage of our NOLs may be
limited to a greater  extent  than we currently anticipate.  If  we are limited in our ability to use our NOLs in future years in which we have
taxable income, we will pay more taxes than if we were able to utilize our NOLs fully. We may experience ownership changes in the future
as a result of subsequent shifts in our stock ownership that we cannot predict or control that could result in further limitations being placed on
our ability to utilize our federal NOLs.

Item 2.   Unregistered Sales of Equity Securities and Use of Proceeds
 
    The following table provides a summary of our repurchases of equity securities during the quarter ended September 30, 2020:

Issuer Purchases of Equity Securities
 
 
 
 
 
 
 
Period

Total Number of
Securities

Repurchased

Average Price
Paid per
Security

Total Number of
Securities

Repurchased as Part
of Publicly

Announced Plans or
Programs

Approximate Dollar
Value of Securities
that May Yet Be

Repurchased Under
Plans or Programs

July 1 - July 31 37,210 $ 0.71 — $ 500,000,000 
August 1 - August 31 11,645 $ 0.31 — $ 500,000,000 
September 1 - September 30 — $ — — $ 500,000,000 
Total 48,855 $ 0.61 —  

During the three months ended September 30, 2020, 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.

Our shareholders approved a repurchase program at our annual shareholder meeting held in May 2018. Subject to certain provisions
under  English  law,  including  the  requirement  of  Valaris  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
16.3 million shares. The program terminates in May 2023. As of September 30, 2020, there had been no share repurchases under the
repurchase program. Our DIP Credit Agreement prohibits the repurchase of shares for cash, except in certain limited circumstances.

Item 3. Defaults Upon Senior Securities

    See "Part I, Item 1. Notes to Condensed Consolidated Financial Statements" – "Note 2, Chapter 11 Proceedings and Ability to Continue as
a Going Concern" and "Note 11, Debt", which are incorporated in this item by reference.

(1)  (2)

(1)

(2)
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Item 6.   Exhibits

Exhibit Number Exhibit
4.1 Interim  Order  (I)  Approving  Notification  and  Hearing  Procedures  for  Certain  Transfers  of  and  Declarations  of

Worthlessness  with  Respect  to  Common  Stock,  and  (II)  Granting  Related  Relief  Docket  No.  110  (incorporated  by
reference to Exhibit 4.1 to the Registrant’s Current Report on Form 8-K filed on August 25, 2020, File No. 1-8097).

*4.2 Eleventh Supplemental Indenture, dated as of September 10, 2020, among Valaris plc, U.S. Bank National Association,
as trustee and prior trustee, and UMB Bank, National Association, as successor trustee.

*10.1 Forbearance  Agreement,  dated  as  of  July  15,  2020,  among  certain  beneficial  holders  or  investment  managers  or
advisors for such beneficial holders of our outstanding senior notes.

*10.2 Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement, dated as of July 15, 2020.
*10.3 Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement, dated as of August 3, 2020.
10.4 Restructuring  Support  Agreement,  dated  as  of  August  18,  2020  (incorporated  by  reference  to  Exhibit  10.1  to  the

Registrant’s Current Report on Form 8-K filed on August 19, 2020, File No. 1-8097).
†10.5 Backstop  Commitment  Agreement,  dated  as  of  August  18,  2020,  by  and  among  the  Company  and  the  commitment

parties named therein (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K filed
on August 19, 2020, File No. 1-8097).

10.6 Amendment  to  Restructuring  Support  Agreement  and  Backstop  Commitment  Agreement,  dated  as  of  September  10,
2020 (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on September 11,
2020, File No. 1-8097).

10.7 First Amendment to Cooperation and Support Agreement, dated as of August 28, 2020, by and among Valaris plc and
Luminus Management, LLC (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K
filed on August 28, 2020, File No. 1-8097).

†10.8 Senior Secured Superpriority Debtor-in-Possession Credit Agreement, dated as of September 25, 2020, by and among
Valaris  plc,  the  subsidiary  guarantors  party  thereto,  the  lenders  party  thereto  and  Wilmington  Savings  Fund Society,
FSB (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on September 28,
2020, File No. 1-8097).

*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 - The instance document does not appear in the Interactive Data File because its XBRL tags
are embedded within the Inline XBRL 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.

95
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https://content.edgar-online.com/ExternalLink/EDGAR/0000314808-20-000147.html?hash=d512b0168450815ca6a8652379b23885b9383c7e3d6cb0db7d2072cd4b7eacd4&dest=EXHIBIT41-VALXNOLEQUIT_HTM
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https://content.edgar-online.com/ExternalLink/EDGAR/0001104659-20-096796.html?hash=4a29ff0f313033ef421eaef85e6bba739c66a24b24e0257b873521785ff6bfb7&dest=TM2027797D1_EX10-2_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000314808-20-000153.html?hash=dc914e6120fdf5c8fa637e8773b79476c9ff6bfbaf27c90b04d911025f4276b8&dest=EXHIBIT101-AMENDMENTTO_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000314808-20-000153.html?hash=dc914e6120fdf5c8fa637e8773b79476c9ff6bfbaf27c90b04d911025f4276b8&dest=EXHIBIT101-AMENDMENTTO_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000314808-20-000151.html?hash=18f13303d7cbf72de83fac21548e8f3c322a8034af2318b848eb4904490c1355&dest=EXHIBIT101AMENDMENTTOC_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000314808-20-000151.html?hash=18f13303d7cbf72de83fac21548e8f3c322a8034af2318b848eb4904490c1355&dest=EXHIBIT101AMENDMENTTOC_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001104659-20-109174.html?hash=ace2973ef1aba14e47559c623a13b64921e366d869b7c75fcad5cb53c9ddd0db&dest=TM2031822D1_EX10-1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001104659-20-109174.html?hash=ace2973ef1aba14e47559c623a13b64921e366d869b7c75fcad5cb53c9ddd0db&dest=TM2031822D1_EX10-1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001104659-20-109174.html?hash=ace2973ef1aba14e47559c623a13b64921e366d869b7c75fcad5cb53c9ddd0db&dest=TM2031822D1_EX10-1_HTM


† Certain schedules and similar attachments have been omitted pursuant to Item 601(a)(5) of Regulation S-K and will be provided to the SEC
upon request.
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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.
 
 

  Valaris plc
   
   

Date: October 29, 2020  /s/ JONATHAN H. BAKSHT
 Jonathan H. Baksht 

Executive Vice President and 
Chief Financial Officer 
(principal financial officer)

/s/ COLLEEN W. GRABLE
Colleen W. Grable 
Controller 
(principal accounting officer)
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and
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and

UMB BANK, NATIONAL ASSOCIATION, as Successor Trustee

ELEVENTH SUPPLEMENTAL INDENTURE

Dated as of September 10, 2020

to

INDENTURE
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UMB BANK, NATIONAL ASSOCIATION, as Successor Trustee
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This ELEVENTH SUPPLEMENTAL INDENTURE, dated as of September 10, 2020 (this “Supplemental Indenture”),
is  entered  into  by and among VALARIS PLC,  a  public  limited  company incorporated  under  the  laws of  England and Wales  (the
“Company”), and U.S. BANK NATIONAL ASSOCIATION,  a nationally chartered banking association,  as prior trustee for the
Series  2024  Notes,  the  Series  2025  Notes,  the  Series  2042  Notes  and  the  Series  2044  Notes,  each  as  defined  below,  and  as
continuing trustee for the Series 2022 Notes, as defined below (in such capacities collectively, the “Series 2022 Trustee”), under the
Indenture, dated as of July 21, 2009, originally by and between U.S. Bank National Association, as Trustee, and Rowan Companies,
LLC (formerly Rowan Companies, Inc.) as the issuer of the Securities issued from time to time thereunder (as the same may have
been  previously  supplemented,  amended  and  modified,  the  “Indenture”),  and  executed  by  UMB  Bank,  National  Association,  a
nationally chartered banking association, as successor trustee with respect to the Series 2024 Notes, the Series 2025 Notes, the Series
2042  Notes  and  the  Series  2044  Notes  (in  such  capacities  collectively,  the  “Multiple  Series  Successor  Trustee”)  solely  for  the
purpose  of  making the  representation  set  forth  in  Section  2.02  below and accepting  its  appointment  as  Multiple  Series  Successor
Trustee pursuant to Section 6.11(b) of the Indenture.

RECITALS OF THE COMPANY

WHEREAS, the following series of Securities have been issued under the Indenture and are outstanding as of the date hereof:
(i) the 4.875% Senior Notes due 2022 (the “Series 2022 Notes”), (ii) the 4.75% Senior Notes due 2024 (the “Series 2024 Notes”),
(iii) the 7.375% Senior Notes due 2025 (the “Series 2025 Notes”), (iv) the 5.4% Senior Notes due 2042 (the “Series 2042 Notes”),
and (v) the 5.85% Senior Notes due 2044 (the “Series 2044 Notes”; the Series 2022 Notes, Series 2024 Notes, Series 2025 Notes,
Series 2042 Notes and the Series 2044 Notes, each are referred to herein as a “Series of Notes” and, collectively, the “Notes”);

WHEREAS,  Section  9.1(m)  of  the  Indenture  provides  that  the  Company  and  the  Trustee  may  amend  or  supplement  the
Indenture without the consent of the Holders to evidence and provide for the acceptance of appointment under the Indenture by a
successor Trustee with respect to the Securities of one or more series and to add to or change any of the provisions of the Indenture
as shall be necessary to provide for or facilitate the administration of the trusts under the Indenture by more than one Trustee;

WHEREAS, pursuant to Section 6.10 of the Indenture, the Holders of a majority of the outstanding principal amount of each
of the Series 2024 Notes, the Series 2025 Notes, the Series 2042 Notes and the Series 2044 Notes (together, the “Successor Trustee
Series Notes”) have removed U.S. Bank National Association as Trustee with respect to each of the Successor Trustee Series Notes,
but not with respect to the Series 2022 Notes;

WHEREAS, pursuant to Section 6.10(e) of the Indenture, the Holders of a majority of the outstanding principal amount of
each of the Successor Trustee Series Notes have also delivered a written appointment of the Multiple Series Successor Trustee as
successor Trustee for the Successor Trustee Series Notes;
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WHEREAS, Section 6.11(b) of the Indenture requires the execution and delivery of a supplemental indenture in the case of
the appointment of a successor Trustee for some but not all of the series of Securities issued under the Indenture;

WHEREAS, the parties are entering into this Supplemental Indenture in accordance with the terms of 6.11 of the Indenture to
(i)  provide  for  the  acceptance  of  the  appointment  by  the  Multiple  Series  Successor  Trustee  and  to  confirm to,  and  to  vest  in,  the
Multiple Series Successor Trustee all the rights, powers, trusts and duties of U.S. Bank National Association as Trustee with respect
to each of the Successor Trustee Series Notes, subject to the terms set forth in this Supplemental Indenture, (ii) confirm that all the
rights, powers, trusts and duties of the Series 2022 Trustee with respect to the Series 2022 Notes shall continue to be vested in the
Series 2022 Trustee, and (iii) confirm the orderly succession of the relevant trusteeships of the Successor Trustee Series Notes and to
comply with the terms of the Indenture; and

WHEREAS,  all  things  and conditions  precedent  necessary  to  make this  Supplemental  Indenture  a  legal,  valid  and binding
obligation of the parties hereto according to its terms have been done.

NOW, THEREFORE, in consideration of the promises, agreements and obligations set forth herein and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree, for the equal
and proportionate benefit of all Holders of the respective Series of Notes affected hereby, as follows:

ARTICLE ONE

RELATION TO THE INDENTURE

Section 1.01 Relation to Indenture

With respect to each Series of Notes, this Supplemental Indenture constitutes an integral part of the Indenture.

Section 1.02 Definitions

.  For  all  purposes  of  this  Supplemental  Indenture,  capitalized  terms  used  and  not  otherwise  defined  herein  shall  have  the
meanings assigned thereto in the Indenture.

With respect to each of the Successor Trustee Series Notes, references in the Indenture to the “Corporate Trust Office of the
Trustee” or other similar terms shall be deemed to refer to the Corporate Trust Office of the Multiple Series Successor Trustee at 120
South Sixth Street,  #1400, Minneapolis,  MN 55402, or any other office of the Multiple Series Successor Trustee at which,  at  any
particular time, its corporate trust business shall be administered.

Section 1.03 General References

.
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Unless  otherwise  specified  or  unless  the  context  otherwise  requires,  (i)  all  references  in  this  Supplemental  Indenture  to
Articles  and Sections  refer  to  the  corresponding  Articles  and Sections  of  this  Supplemental  Indenture  and (ii)  the  terms “herein,”
“hereof,” “hereunder” and any other word of similar import refer to this Supplemental Indenture.

ARTICLE TWO

PROSPECTIVE STATUS OF TRUSTEES AFTER THE OPERATIVE DATE

Section 2.01 Appointment of Multiple Series Successor Trustee.

The parties each hereby acknowledges and agrees that the Multiple Series Successor Trustee is duly appointed and installed,
which appointment and installation is accepted by UMB Bank, National Association, as successor indenture Trustee with respect to
each of the Successor Trustee Series Notes, having all of the rights, powers, privileges, trusts and duties of the “Trustee” under the
Indenture, but solely with respect to the Successor Trustee Series Notes. The parties further hereby acknowledge and agree that the
Series 2022 Trustee is and shall remain as indenture Trustee with respect to the Series 2022 Notes and shall continue to be vested
with all of the rights, privileges, powers, trusts and duties of the Trustee under the Indenture with respect to the Series 2022 Notes
and nothing in this Supplemental  Indenture is intended to or shall  be construed as a modification or limitation of any such rights,
privileges, powers, trusts or duties of the Series 2022 Trustee with respect to the Series 2022 Notes. The parties acknowledge that the
rights of the Series 2022 Trustee (and the rights of the Holders of the Series 2022 Notes) with respect to any and all claims, rights
and defenses  relating to  the Series  2022 Notes  and the Indenture  are  reserved to the full  extent  that  such rights  are  reserved with
respect to the Series 2024 Notes, Series 2025 Notes, Series 2042 Notes and Series 2044 Notes. The parties further agree that U.S.
Bank  National  Association,  in  its  capacity  as  the  Series  2022  Trustee  or  in  any  other  capacity,  has  ceased  to  be  Trustee  for  the
Successor  Trustee  Series  Notes  and thereafter  shall  owe no further  duties  as  Trustee  with  respect  to  the  Successor  Trustee  Series
Notes, all of which duties shall be vested in and accepted by the Multiple Series Successor Trustee. The Multiple Series Successor
Trustee  and  the  Series  2022  Trustee  shall  be  each  the  Trustee  of  their  separate  respective  trusts  under  the  Indenture  (and  not  co-
trustees of any trusts) and neither shall  have any duties,  obligations or liabilities with respect to the acts or omissions of the other
Trustee. For the avoidance of doubt, the Series 2022 Trustee shall retain all rights to compensation, reimbursement and indemnity
and  all  protections  under  the  Indenture  for  its  service  as  Trustee  with  respect  to  the  Successor  Trustee  Series  Notes  prior  to  the
effective date hereof, and nothing herein shall constitute a waiver or release of any such rights or protections. The Company hereby
specifically acknowledges and agrees that the Company shall provide notice to all Holders of the Successor Trustee Series Notes in
accordance with Section 6.10(f)  of the Indenture to inform them of the appointment  of the Multiple Series Successor Trustee and
such notice shall specifically indicate that the Series 2022 Trustee shall continue to act as the Trustee with respect to the Series 2022
Notes.

Section 2.02 Multiple Series Successor Trustee Representation and Warranty.
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The Multiple Series Successor Trustee hereby represents and warrants to the Company and the Series 2022 Trustee that the
Multiple  Series  Successor  Trustee  is  qualified  and  eligible  under  the  provisions  of  Section  6.10  of  the  Indenture  to  be  appointed
successor trustee.

Section 2.03 Notices, Etc. to Multiple Series Successor Trustee, Series 2022 Trustee and Company.

Any notice to or communication for the purposes of Section 1.6 of the Indenture shall be duly given, in compliance with such
section:

If to the Multiple Series Successor Trustee:

UMB Bank, National Association
120 South Sixth Street, #1400
Minneapolis, MN 55402
Telephone: (612) 337-7001
Attention: Corporate Trust Services / Gavin Wilkinson

If to the Series 2022 Trustee:

U.S. Bank National Association
60 Livingston Ave, EP-MN-WS1D
Saint Paul, MN 55107
Telephone: (651) 466-5869
Attention: Global Corporate Trust / Julie Becker

If to the Company:

Valaris plc
110 Cannon Street
London EC4N6EU, England
Telephone: +44 (0) 20 7659 4660
Attention: Corporate Secretary

ARTICLE THREE

MISCELLANEOUS

Section 3.01 Appointment of Multiple Series Successor Trustee as Paying Agent and Registrar.

As of the Operative Date,  the Company hereby appoints  the Multiple Series  Successor Trustee as the “Paying Agent” and
“Security Registrar” under the Indenture with respect to the Successor Trustee Series Notes. For the avoidance of doubt, the Series
2022 Trustee shall remain as the “Paying Agent” and “Security Registrar” with respect to the Series 2022 Notes. As
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used  herein,  the  term  “Operative  Date”  shall  mean  the  date  that  is  ten  (10)  business  days  following  the  later  to  occur  of  (i)  the
execution  and  delivery  of  this  Supplemental  Indenture  by  all  parties  hereto,  and  (ii)  written  notification  to  the  Depository  Trust
Company of this Supplemental Indenture.

Section 3.02 Governing Law.

This Supplemental Indenture and the Notes shall be governed by and construed in accordance with the laws of the State of
New York, without giving effect to its choice of law principles.

Section 3.03 Counterparts.

This instrument may be executed in any number of counterparts, each of which shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument. The exchange of copies of this instrument and of signature
pages thereof by facsimile or PDF transmission shall constitute effective execution and delivery of this instrument as to the parties
hereto and may be used in lieu of the original instrument for all purposes. Signatures of the parties hereto transmitted by facsimile or
PDF shall be deemed to be their original signatures for all purposes.

(Remainder of Page Intentionally Left Blank)
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed and delivered, all
as of the date first written above.

THE COMPANY:

By:    /s/ Darin Gibbins
Name:    Darin Gibbins
Title:    VP – Investor Relations & Treasurer

SERIES 2022 TRUSTEE:
U.S. BANK NATIONAL ASSOCIATION
By:    /s/ Julie J. Becker
Name:    Julie J. Becker
Title:    Vice President

UMB Bank, National Association, as Multiple Series Successor Trustee, hereby executes this Supplemental Indenture solely
for the purposes of making the representation set forth in Section 2.02 herein and confirming its acceptance of all  rights,  powers,
privileges, trusts and duties of the “Trustee” under the Indenture with respect to the Successor Trustee Series Notes, and the Multiple
Series Successor Trustee reserves all of its rights (and the rights of the Holders of the Successor Trustee Series Notes) with respect to
any and all claims, rights, and defenses relating to the Notes and the Indenture.

MULTIPLE SERIES SUCCESSOR TRUSTEE:
UMB BANK, NATIONAL ASSOCIATION

By:    /s/ Gavin Wilkinson
Name:    Gavin Wilkinson
Title:     S.V.P.

Signature page to Eleventh Supplemental Indenture



Execution Version

FORBEARANCE AGREEMENT

This FORBEARANCE  AGREEMENT,  dated  as  of  July  15,  2020  (this  “Agreement”),  is  by  and  among  Valaris  plc,  a
public  limited  company  organized  under  the  laws  of  England  and  Wales  (the  “Company”  or  the  “Issuer”)  and  the  undersigned
beneficial  holders  or  investment  managers  or  advisors  for  such  beneficial  holders  (together  with  any  party  that  executes  a
Forbearance Joinder Agreement (the form of which is attached hereto as Exhibit A) after the date hereof, the “Supporting Holders”)
of the Issuer’s 4.875% Senior Notes due 2022 (the “2022 Notes”), 4.75% Senior Notes due 2024 (the “2024 Notes”), 7.375% Senior
Notes due 2025 (the “2025 Notes”), 5.4% Senior Notes due 2042 (the “2042 Notes”) and 5.85% Senior Notes due 2044 (the “2044
Notes” and together with the 2022 Notes, the 2024 Notes, the 2025 Notes and the 2042 Notes, the “Notes”).

WHEREAS,  the  Issuer  is  party  to  that  certain  Indenture,  dated  as  of  July  21,  2009  (as  supplemented  by  the  Ninth
Supplemental  Indenture,  dated as of June 7, 2019, and the Tenth Supplemental  Indenture dated as of February 3, 2020, the “Base
Indenture”), as supplemented by, with respect to the 2022 Notes, the Fourth Supplemental Indenture, dated as of May 21, 2012 (the
Base Indenture, as so supplemented, the “2022 Notes Indenture”), with respect to the 2024 Notes, the Sixth Supplemental Indenture,
dated as of January 15, 2014 (the Base Indenture, as so supplemented, the “2024 Notes Indenture”), with respect to the 2025 Notes,
the  Eighth  Supplemental  Indenture,  dated  as  of  December  19,  2016  (the  Base  Indenture,  as  so  supplemented,  the  “2025  Notes
Indenture”), with respect to the 2042 Notes, the Fifth Supplemental Indenture, dated as of December 11, 2012 (the Base Indenture,
as so supplemented, the “2042 Notes Indenture”) and with respect to the 2044 Notes, the Seventh Supplemental Indenture, dated as
of January 15, 2014 (the Base Indenture, as so supplemented, the “2044 Notes Indenture”; the 2022 Notes Indenture, the 2024 Notes
Indenture, the 2025 Notes Indenture, the 2042 Notes Indenture and the 2044 Notes Indenture, each an “Indenture” and, collectively,
the “Indentures”), under which the respective Notes were issued;

WHEREAS,  the  current  principal  amount  outstanding  of  the  2022  Notes  is  approximately  $620.8  million  and  interest
payments  on  the  2022  Notes  are  due  semiannually,  on  June  1  and  December  1  (or  if  any  day  is  not  a  business  day,  on  the  next
succeeding business day) and an interest payment on the notes of approximately $15.1 million was due on June 1, 2020 (the “2022
Notes Payment”), and the Issuer failed to make such 2022 Notes Payment (the “2022 Notes Default”);

WHEREAS, the current principal amount outstanding of the 2042 Notes is $400.0 million and interest payments on the 2042
Notes are due semiannually, on June 1 and December 1 (or if any day is not a business day, on the next succeeding business day)
and an interest payment on the notes of $10.8 million was due on June 1, 2020 (the “2042 Notes Payment”), and the Issuer failed to
make such 2042 Notes Payment (the “2042 Notes Default”);

WHEREAS, the current principal amount outstanding of the 2025 Notes is $360.8 million and interest payments on the 2025
Notes are due semiannually, on June 15 and December 15 (or if any day is not a business day, on the next succeeding business day)
and an interest payment on the notes of approximately $13.3 million was due on June 15, 2020 (the



“2025 Notes Payment”), and the Issuer failed to make such 2025 Notes Payment (the “2025 Notes Default”);

WHEREAS, the current principal amount outstanding of the 2024 Notes is $318.6 million and interest payments on the 2024
Notes are due semiannually, on January 15 and July 15 (or if any day is not a business day, on the next succeeding business day) and
an interest payment on the notes of approximately $7.6 million is due on July 15, 2020 (the “2024 Notes Payment”), and the Issuer
has failed, or will fail, to make such 2024 Notes Payment (the “2024 Notes Default”);

WHEREAS, the current principal amount outstanding of the 2044 Notes is $400.0 million and interest payments on the 2044
Notes are due semiannually, on January 15 and July 15 (or if any day is not a business day, on the next succeeding business day) and
an interest payment on the notes of approximately $11.7 million is due on July 15, 2020 (the “2044 Notes Payment”), and the Issuer
has failed, or will fail, to make such 2044 Notes Payment (the “2044 Notes Default”);

WHEREAS, the current principal amount outstanding of the 8.000% Senior Notes due 2024 is $292.3 million and interest
payments are due semiannually, on January 31 and July 31 (or if any day is not a business day, on the next succeeding business day)
and an interest payment on the notes is due on July 31, 2020 (the “8.000% 2024 Notes Payment”), and the Issuer has failed, or will
fail, to make such 8.000% 2024 Notes Payment (the “8.00% 2024 Notes Default”);

WHEREAS,  the current principal amount outstanding of the 3.000% Exchangeable Notes due 2024 is $849.5 million and
interest  payments  are  due  semiannually,  on  January  31  and  July  31  (or  if  any  day  is  not  a  business  day,  on  the  next  succeeding
business day) and an interest payment on the notes is due on July 31, 2020 (the “3.000% Exchangeable Notes Payment”), and the
Issuer has failed, or will fail, to make such 3.000% Exchangeable Notes Payment (the “3.000% Exchangeable Notes Default”);

WHEREAS, the current principal amount outstanding of the 7.750% Senior Notes due 2026 is $1,000 million and interest
payments are due semiannually, on February 1 and August 1 (or if any day is not a business day, on the next succeeding business
day) and an interest payment on the Notes is due on August 1, 2020 (the “2026 Notes Payment”), and the Issuer has failed, or will
fail, to make such 2026 Notes Payment (the “2026 Notes Default” and together with the 2022 Notes Default, the 2024 Notes Default,
the  2025  Notes  Default,  the  2042  Notes  Default,  the  2044  Notes  Default,  the  8.00%  2024  Notes  Default  and  the  3.000%
Exchangeable Notes Default the “Specified Defaults”);

WHEREAS, pursuant to the applicable indenture, a default for 30 days in the payment when due of interest on the notes will
mature into an Event of Default  under the applicable indentures,  and therefore the Specified Defaults  matured or will  mature into
Events  of  Default  on  July  2,  2020,  July  16,  2020,  August  15,  2020,  August  30,  2020  or  September  2,  2020,  as  applicable  (the
“Resulting Events of Default”);
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WHEREAS, pursuant to Section 3.02 of each supplemental Indenture, a default under any mortgage, indenture or instrument
under which there may be issued or by which there may be secured or evidenced any Indebtedness (as defined by the Indentures) of
the Company or any of its Significant Subsidiaries (as defined by the Indentures), if (a) that default (x) is caused by a failure to pay
principal  of  or  premium,  if  any,  or  interest  on  such  Indebtedness  prior  to  the  expiration  of  the  grace  period  provided  in  such
Indebtedness on the date of such default (a “Payment Default”),  or (y) results in the acceleration of such Indebtedness prior to its
express maturity, and (b) in each case described in clauses (x) or (y) above, the principal amount of any such Indebtedness, together
with the principal amount of any other such Indebtedness under which there has been a Payment Default or the maturity of which
has  been  so  accelerated,  aggregates  $35.0  million  or  more  shall  constitute  an  Event  of  Default  (a  “Resulting Cross-Default” and
together with the Resulting Events of Default, the “Specified Events of Default”); and

WHEREAS,  upon  the  terms  and  conditions  contained  herein,  during  the  Forbearance  Period  the  Supporting  Holders  are
prepared to (i) forbear from exercising, and directing the applicable trustee or otherwise taking any action to cause any other Holders
to  exercise,  their  rights  and  remedies  in  respect  of  the  indentures  and  the  notes  with  respect  to  the  Specified  Defaults  and  the
Specified Events of Default and (ii) in the event that the applicable trustee or any Holder or group of Holders declares the notes to be
due  and  payable  immediately  (an  “Acceleration”),  to  deliver  written  notice  to  the  applicable  trustee  to  rescind  and  annul  such
Acceleration and its consequences and take all other action in their power to cause such Acceleration to be rescinded and annulled.

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows:

Section I. FORBEARANCE

Section 1.01 Forbearance. During the Forbearance Period,  each Supporting Holder  (severally  and not  jointly)  hereby agrees (i)  to
forbear from exercising any of their rights and remedies, including with respect to an acceleration, under the Indentures or applicable
law with respect to the Specified Defaults and the Specified Events of Defaults and (ii) in the event that the applicable trustee or any
Holder or Group of Holders takes any action which results in an Acceleration during the Forbearance Period (as defined below), to
deliver written notice to the applicable trustee to rescind such Acceleration and its consequences and take all  other action in their
power to cause such Acceleration to be rescinded and annulled. During the Forbearance Period, each Supporting Holder (severally
and not jointly) agrees that it (individually or collectively) will not deliver any notice or instruction to the applicable trustee directing
the applicable trustee to exercise during the Forbearance Period any of the rights and remedies under the Indentures or applicable
law with respect to the Specified Defaults and the Specified Events of Default.

Section 1.02 Limitation on Transfer of Notes. During the Forbearance Period, each of the Supporting Holders hereby agrees not to
sell,  assign,  pledge,  lend,  hypothecate,  transfer  or  otherwise  dispose  of  (each,  a  “Transfer”)  any  ownership  (including  beneficial
ownership) of Notes (or any rights in respect thereof, including but not limited to the right to vote) held by such
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Supporting Holder as of the date hereof except to a party who (i) is already a Supporting Holder party to this Agreement or (ii) prior
to such Transfer, agrees in writing to be bound by all of the terms of this Agreement (including with respect to any and all claims it
already may hold against the Issuer prior to such Transfer) by executing a Forbearance Joinder Agreement substantially in the form
of Exhibit A hereto, and delivering an executed copy thereof, within two (2) business days of closing of such Transfer, to counsel to
the  Issuer  and  counsel  to  the  Supporting  Holders,  Kramer  Levin  Naftalis  &  Frankel  LLP  (“Kramer  Levin”  at
tmayer@kramerlevin.com and szide@kramerlevin.com). Any Transfer made in violation of this Section 1.02 shall be void ab initio,
and the Issuer shall have the right to enforce the voiding of any such Transfer.

Section  1.03 Forbearance  Period. .  The  forbearance  shall  commence  on  the  Forbearance  Effective  Date  (as  defined  below)  and
continue until the earlier of (a) 11:59 p.m. ET on August 3, 2020, and (b) the date on which any Event of Termination (as defined
below)  shall  have  occurred  (the  earlier  of  (a)  and  (b),  the  “Termination  Date”  and  the  period  commencing  on  the  Forbearance
Effective  Date  and  ending  on  the  Termination  Date,  the  “Forbearance  Period”).  From  and  after  the  Termination  Date,  the
forbearance shall immediately and automatically terminate and have no further force or effect, and each of the Supporting Holders
shall be released from any and all obligations and agreements under this Agreement and shall be entitled to exercise any of the rights
and remedies as if this Agreement had never existed, and all of the rights and remedies under the indentures and the notes and in law
and in equity shall be available without restriction or modification, as if this forbearance had not occurred.

Section  1.04 Effect  of  Forbearance.  No  Supporting  Holder  has  waived  (regardless  of  any  delay  in  exercising  such  rights  and
remedies)  any default  or  Event  of  Default  that  may be continuing on the date  hereof  or  any default  or  Event  of  Default  that  may
occur after the date hereof (whether the same or similar to the Specified Defaults or the Specified Events of Default or otherwise),
and  no  Supporting  Holder  has  agreed  to  forbear  with  respect  to  any  of  its  rights  or  remedies  concerning  any  default  or  Event  of
Default (other than, during the Forbearance Period, the Specified Defaults and the Specified Events of Default solely to the extent
expressly set  forth herein)  that  may have occurred or be continuing as of the date hereof,  or that  may occur after  the date hereof.
Except as expressly set forth herein, each Supporting Holder reserves all of its rights, powers, and remedies under the Indentures, the
Notes and applicable law, including, for the avoidance of doubt, any claims asserted in UMB Bank, N.A. v. Gibbins, et al., Case No.
2020-18184  (Tex.  Dist.  Ct.  Harris  Cty.).  Except  as  expressly  set  forth  herein,  the  execution,  delivery  and  effectiveness  of  this
Agreement shall not directly or indirectly constitute a course of dealing or other basis for altering the Indentures, the Notes, or any
other contract,  agreement  or instrument.  The Supporting Holders’  agreement  to forbear from exercising certain of their  rights and
remedies with respect to the Specified Defaults and the Specified Events of Default during the Forbearance Period does not in any
manner whatsoever limit any Supporting Holder’s right to insist upon strict compliance with the Indentures and the Notes.

Section II. EVENTS OF TERMINATION

Section  2.01 Events  of  Termination. .  The  Forbearance  Period  shall  automatically  terminate  if  any  of  the  following  events  shall
occur (each, an “Event of Termination”):
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(a)     other  than  with  respect  to  the  Specified  Defaults  and  the  Specified  Events  of  Default,  there  occurs  an  Event  of
Default or any other Default under the indentures or the notes that is not cured within any applicable grace period;

(b)    a case under title 11 of the United States Code or any similar reorganization, liquidation, insolvency, or receivership
proceeding under applicable law is commenced by or against the Issuer or a subsidiary of the Issuer;

(c)    the obligations of the Company under the Credit Agreement (as defined in the Credit Agreement Waiver (as defined
below)) are accelerated;

(d)    the termination or invalidity of the Credit Agreement Waiver, the Credit Agreement Waiver otherwise ceasing to be
in full force and effect, or the Credit Agreement Waiver being amended, supplemented or otherwise modified in each case without
the consent of the Supporting Holders; or

(e)    the failure of the Issuer to timely comply with any term, condition or covenant set forth in this Agreement.

Section III. REPRESENTATIONS AND WARRANTIES AND AGREEMENTS

Section  3.01 Representations  and  Warranties  of  the  Issuer.  In  consideration  of  the  foregoing  agreements,  the  Issuer
hereby represents and warrants to each Supporting Holder as follows:

(a)    Each of this Agreement, the indentures and the notes constitutes a valid and legally binding agreement, enforceable
against the Issuer in accordance with its terms.

(b)     The  Issuer  is  duly  organized,  validly  existing  and  in  good  standing  under  the  laws  of  the  jurisdiction  of  its
organization and has all requisite power and authority to own and operate its properties, to carry on its business as now conducted
and to enter into and, as applicable, perform its obligations hereunder and under the indentures and the notes.

(c)    Each of this Agreement,  the indentures and the notes has been duly and validly authorized by the Issuer and has
been duly executed and delivered by the Issuer.

(d)    No consent or authorization of, filing with, notice to or other act by or in respect of, any governmental or regulatory
authority  or  any  other  person  is  required  in  connection  with  the  Issuer’s  entry  into,  and  performance  of,  this  Agreement,  the
indentures and the notes, except for consents, authorizations, filings and notices which have been obtained or made and are in full
force  and effect  or  which are  immaterial  in  nature;  and the entry  into  and performance  of  this  Agreement,  the indentures  and the
notes by the Issuer does and will not conflict with, or result in the default under, any material agreement or document of the Issuer,
its constituent documents or any applicable law, regulation or court order, consent or ruling.

(e)    As of the date hereof, except for the Specified Defaults and the Specified Events of Default, no default or Event of
Default has occurred or is continuing under this Agreement, the Indentures or the Notes.

5



(f)    All of the recitals to this Agreement are true and correct.

(g)    The Company has obtained an executed extension through August 3, 2020 of the Second Amended and Restated
Waiver  to Fourth  Amended and Restated Credit  Agreement  dated as of  July 15,  2020 (the “Credit  Agreement Waiver”) on terms
acceptable to the Supporting Holders.

Section 3.02 Representations  and Warranties  of  the  Supporting Holders. In  consideration  of  the  foregoing  agreements,
each Supporting Holder severally but not jointly hereby represents and warrants to the Issuer as follows:

(a)     This  Agreement  constitutes  a  valid  and  legally  binding  agreement,  enforceable  against  such  party  in  accordance
with its terms.

(b)    As of the date hereof, it beneficially holds, or advises or manages for a beneficial holder, the principal amount of
Notes  set forth below such Supporting Holder’s signature hereto and to that extent it advises or acts as a manager for any beneficial
holder, it has the authority to enter into this Agreement on behalf of such beneficial holder and that this Agreement is a valid and
legally binding agreement, enforceable against that holder and such party.

Section 3.03 The parties to this Agreement acknowledge that (a) nothing in this Agreement, including the presentation of
drafts from one party to another, constitutes the making of an offer to sell or the solicitation of an offer to buy securities or loans of
any kind or the solicitation of a consent or waiver of any rights under the Indentures and (b) the entry into this Agreement shall not
constitute, directly or indirectly, a waiver, an amendment, an incurrence, a refinancing, an extension or a modification in any way of
any debt or a recapitalization or restructuring in any way of the obligations of the Issuer.

Section 3.04 The Supporting Holders have not made any assurances concerning (a) the manner in which or whether any
Event of Default may be resolved or (b) any additional forbearance or any waiver, restructuring or other accommodations.

Section IV. CONDITIONS TO EFFECTIVENESS

This  Agreement  shall  become effective  at  the time (the “Forbearance Effective Date”) that  all  of  the following conditions
precedent have been met (or waived):

Section  4.01 Execution  of  this  Agreement. The  parties  to  this  Agreement  shall  have  received  counterparts  of  this
Agreement  duly  executed  by  (i)  the  Issuer  and  (ii)  the  beneficial  holders,  or  investment  managers  or  advisors  for  such  beneficial
holders, of at least (a) 40%  of the outstanding principal amount of the 2022 Notes, (b) 50%  of the outstanding principal amount of
the 2024 Notes, (c) 50%  of the outstanding principal amount of the 2025 Notes, (d) 50%  of the outstanding principal amount of the
2042 Notes, and (e) 50%  of the outstanding principal amount of the 2044 Notes.

 The Company shall not make such holdings public and will cause such holdings to be redacted to the extent this Agreement is publicly filed or otherwise made
publicly available.

1
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Section  4.02 Representations  and  Warranties. The  representations  and  warranties  contained  herein  shall  be  true  and
correct in all respects, and no default or Event of Default (other than the Specified Default) shall exist on the date hereof or on the
Forbearance Effective Date.

Section 4.03 Credit Agreement Waiver. The Company has obtained an executed extension through August 3, 2020 of the
Credit Agreement Waiver on terms acceptable to the Supporting Holders.

Section V. MISCELLANEOUS

Section 5.01 Counterparts

. This Agreement may be executed and delivered in any number of counterparts with the same effect as if the signatures on
each  counterpart  were  upon  the  same  instrument.  Any  counterpart  delivered  by  facsimile  or  by  other  electronic  method  of
transmission shall be deemed an original signature thereto.

Section 5.02 Interpretive Matters

(a)    Unless the context of this Agreement clearly requires otherwise, references to the plural include the singular, references
to the singular include the plural, and the term “including” is not limiting. The words “hereof,” “herein,” “hereby,” “hereunder,” and
similar terms in this Agreement refer to this Agreement as a whole and not to any particular provision of this Agreement. Section,
subsection and clause references herein are to this Agreement unless otherwise specified.

(b)    The term “person” as used in this Agreement shall be broadly interpreted to include, without limitation, any individual,
corporation, company, partnership or other entity.

(c)    Capitalized terms used but not defined in this Agreement have the meanings given to them in the Indentures.

Section 5.03 Governing Law.  This  Agreement  shall  be  governed  by  and  construed  in  accordance  with  the  laws  of  the
State of New York, not including the conflict of law rules and principles thereof.

Section 5.04 Successors and Assigns. This Agreement shall be binding upon the Issuer, the Supporting Holders and their
respective successors and assigns, and shall inure to the benefit of each such person and their permitted successors and assigns.

Section  5.05 Additional  Parties.  Without  in  any  way  limiting  the  provisions  hereof,  additional  holders  or  beneficial
owners  of  Notes  may elect  to  become parties  to  this  Agreement  by executing  and delivering  to  counsel  to  the Issuer  and Kramer
Levin a Forbearance Joinder Agreement substantially in the form of Exhibit A hereto. Such additional holder or beneficial owner of
Notes shall become a Supporting Holder under this Agreement in accordance with the terms of this Agreement.

Section 5.06 Headings.  Section  headings  in  this  Agreement  are  included  herein  for  convenience  of  reference  only  and
shall not constitute a part of this Agreement for any other purpose.

7



Section 5.07 Integration. This Agreement contains the entire understanding of the parties hereto with regard to the subject
matter contained herein. This Agreement supersedes all prior or contemporaneous negotiations, promises, covenants, agreements and
representations  of  every  nature  whatsoever  with  respect  to  the  matters  referred  to  in  this  Agreement,  all  of  which  have  become
merged  and  finally  integrated  into  this  Agreement.  Each  of  the  parties  hereto  understands  that  in  the  event  of  any  subsequent
litigation, controversy or dispute concerning any of the terms, conditions or provisions of this Agreement, no party shall be entitled
to  offer  or  introduce  into  evidence  any oral  promises  or  oral  agreements  between the  parties  relating  to  the  subject  matter  of  this
Agreement not included or referred to herein and not reflected by a writing included or referred to herein.

Section  5.08 Jury  Trial  Waiver.  The  Issuer  and  the  Supporting  Holders,  by  acceptance  of  this  Agreement,  mutually
hereby knowingly, voluntarily and intentionally waive the right to a trial by jury in respect of any litigation based herein, arising out
of,  under  or  in  connection  with  this  Agreement  and  the  Indentures  or  any  other  documents  contemplated  to  be  executed  in
connection herewith,  or  any course of conduct,  course of dealings,  statements  (whether  verbal  or  written)  or  actions of any party,
including, without limitation, any course of conduct, course of dealings, statements or actions of any Supporting Holder relating to
the administration of  the Notes or  enforcement  of  the Indentures arising out  of  tort,  strict  liability,  contract  or  any other  law, and
agree that  no party  will  seek to consolidate  any such action with any other  action in which a jury trial  cannot  be or  has not  been
waived.

Section 5.09 Email . Unless the context of this Agreement clearly requires otherwise, any notice or other communication
required by this Agreement, regardless of whether the applicable subsection of this Agreement contemplates email delivery of such
notice or communication, may be done via email.

Section 5.10 Amendment. This Agreement may only be amended or modified in writing (including email by counsel) by
the Issuer and each Supporting Holder.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.

Valaris plc

By: /s/ Darin Gibbins    
Name: Darin Gibbins
Title: An Authorized Signatory

[Signature Page to Forbearance Agreement]



Exhibit A

FORM OF FORBEARANCE JOINDER AGREEMENT

[●], 2020

Valaris plc

110 Cannon Street
London, EC4N 6EU, United Kingdom
Attention: General Counsel

RE:    Forbearance Agreement

Ladies and Gentlemen:

Reference  is  made  to  the  Forbearance  Agreement  dated  as  of  July  [●],  2020  entered  into  between  the  Issuer  and  the
Supporting Holders party thereto (such Forbearance Agreement, as in effect on the date hereof and as it may hereafter be amended,
supplemented or otherwise modified from time to time, together with this Forbearance Joinder Agreement, being the “Forbearance
Agreement”).  Any  capitalized  terms  not  defined  in  this  Forbearance  Joinder  Agreement  have  the  meanings  given  to  them  in  the
Forbearance Agreement.

SECTION  I. Joining  Obligations  Under  the  Forbearance  Agreement.  The  undersigned  (the  “Joining  Noteholder”)  hereby
agrees, as of the date first above written, to join and to be bound as a Supporting Holder by all of the terms and conditions of the
Forbearance Agreement, to the same extent as each of the other Supporting Holders thereunder. The undersigned further agrees, as
of the date first above written, that each reference in the Forbearance Agreement to a “Supporting Holder” shall also mean and be a
reference  to  the  undersigned,  including  the  making  of  each  applicable  representation  and  warranty  set  forth  in  Section  3  of  the
Forbearance Agreement.

SECTION II. Execution and Delivery. Delivery of an executed counterpart of a signature page to this Forbearance Joinder
Agreement by telecopy or in .PDF or similar format by email shall be effective as delivery of an original executed counterpart of this
Forbearance Joinder Agreement. For the avoidance of doubt, the Issuer does not need to separately execute this Forbearance Joinder
Agreement but is nevertheless bound by the terms of the Forbearance Agreement with respect to the Joining Noteholder as if such
Joining Noteholder were a party to the Forbearance Agreement.

SECTION III. Governing Law; Waiver of Jury Trial, Etc. The parties hereto hereby agree that Sections 6.03 and 6.08 of the
Forbearance Agreement shall apply to this Forbearance Joinder Agreement.

[Signature Page Follows]
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Very truly yours,

[JOINING HOLDER]

By:        

Name:
Title:

Holder’s principal amount of:

2022 Notes: $___________

2024 Notes: $___________

2025 Notes: $___________

2042 Notes: $___________

2044 Notes: $___________
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Execution Version

SECOND AMENDED AND RESTATED WAIVER TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT

This  SECOND AMENDED AND RESTATED WAIVER TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT
(this “Second A&R Waiver”),  is  dated as  of  July  15,  2020,  by and among Valaris  plc,  an English public  limited company (the  “Parent”),
Pride International LLC, a Delaware limited liability company and indirect wholly-owned Subsidiary of the Parent (“Pride” and together with
the  Parent,  the  “Borrowers”),  the  Guarantors,  the  Banks  and  Issuing  Banks  listed  on  the  signature  pages  hereto  (the  “Required  Banks”)
(which  in  each  case  herein,  constitute  the  “Majority  Banks”  under  the  Credit  Agreement  (as  defined  below))  and  Citibank,  N.A.,  as
administrative agent (the “Administrative Agent”).

PRELIMINARY STATEMENTS:

WHEREAS, the Borrowers, the Banks, the Administrative Agent and the Issuing Banks are parties to that certain Fourth Amended
and Restated Credit Agreement dated as of May 7, 2013 (as amended by the First Amendment dated as of September 30, 2014, the Second
Amendment  dated as  of  March 9,  2015,  the  Third Amendment  dated as  of  July  1,  2016,  the  Extension Agreement  dated as  of  October  4,
2016, the Fourth Amendment dated as of December 15, 2016, the Commitment Agreement and Fifth Amendment dated as of October 3, 2017
and effective as of October 6, 2017, and the Commitment Increase Agreement and Sixth Amendment to Fourth Amended and Restated Credit
Agreement and as the same may be further amended, restated, increased and extended, the “Credit Agreement”).

WHEREAS, the Borrowers, the Administrative Agent and the Majority Banks entered into that certain Waiver to Fourth Amended
and  Restated  Credit  Agreement  dated  as  of  June  1,  2020  (the  “Initial  Waiver  Date”),  pursuant  to  which  the  Majority  Banks  party  thereto
waived  certain  provisions  of  the  Credit  Agreement  on  the  terms  and  conditions  set  forth  therein  (the  “Initial  Waiver”),  which  was
subsequently  amended  and  restated  pursuant  to  that  certain  Amended  and  Restated  Waiver  to  Fourth  Amended  and  Restated  Credit
Agreement dated as of June 30, 2020, pursuant to which the Majority Banks party thereto waived certain provisions of the Credit Agreement
on the terms and conditions set forth therein (the “A&R Waiver”).

WHEREAS, the parties hereto wish to amend and restate the A&R Waiver on the terms and conditions set forth herein.

WHEREAS, the (a) Parent is the “Issuer” under the (i) 4.875% Senior Notes due 2022 (the “2022 Notes”), (ii) 5.40% Senior Notes
due 2042 (the “2042 Notes”, and together with the 2022 Notes, collectively the “June 1 Interest Rowan Notes”), (iii) 7.375% Senior Notes
due 2025 (the “2025 Notes” or the “June 15 Interest Rowan Notes”), (iv) 4.75% Senior Notes due 2024 (the “2024 Notes”), (v) 5.85% Senior
Notes due 2044 (the “2044 Notes”, and together with the 2024 Notes, collectively the “July 15 Interest Rowan Notes”; and together with the
June 1 Interest Rowan Notes and the June 15 Interest Rowan Notes, collectively, the “Rowan Notes”), (vi) 7.75% Senior Notes due 2026 (the
“2026 Notes” or the “August 1 Interest Valaris Notes”) and (vii) 8.0% Senior Notes due 2024 (the “8.0% 2024 Notes”) and (b) Jersey FinCo
is the Parent’s Subsidiary and the “Issuer” under the 3.0% Exchangeable Senior Notes due 2024 (the “3.0% 2024 Notes”, and together with
the 8.0% 2024 Notes, collectively the “July 31 Interest Notes”).



WHEREAS, the Borrowers have advised the Required Banks that the Parent and/or one or more of its Subsidiaries, as applicable, (i)
failed to make all or any part of its required interest payments due on (a) June 1, 2020, with respect to the June 1 Interest Rowan Notes (the
“Missed June 1 Payments”), (b) June 15, 2020, with respect to the June 15 Interest Rowan Notes (the “Missed June 15 Payments”), (ii) have
failed or may fail to make all or any part of its required interest payments due on July 15, 2020, with respect to the July 15 Interest Rowan
Notes (the “Missed July 15 Payments”), (iii) have failed or may fail to make all or any part of its required interest payments due on July 31,
2020, with respect to the July 31 Interest Notes (the “Missed July 31 Payments”), and (iv) have failed or may fail to make all or any part of its
required interest payments due on August 1, 2020, with respect to the August 1 Interest Valaris Notes (the “Missed August 1 Payments”, and,
together with the Missed June 1 Payments, the Missed June 15 Payments, the Missed July 15 Payments and the Missed July 31 Payments,
collectively, the “Missed Payments”).

WHEREAS, the  respective indentures  for  the  June 1  Interest  Rowan Notes  and the  June 15 Interest  Notes  contain  a  30 day grace
period for the payment of interest when due under such notes, which with respect to the Missed June 1 Payments expired on July 2, 2020 and
which with respect to the June 15 Payments will expire on July 16, 2020 (the “Grace Period Expiration Date”).

WHEREAS, the Parent did not make the Missed June 1 Payments prior to the Grace Period Expiration Date, which failure resulted in
an  event  of  default  under  each  of  the  June  1  Interest  Rowan  Notes,  June  15  Interest  Rowan  Notes,  the  2024  Notes  and  the  2044  Notes
(collectively, the “First Rowan Notes Cross Default”).

WHEREAS,  the  Parent  received  a  written  forbearance  from  holders  of  the  Rowan  Notes  with  respect  to  certain  of  the  holders’
exercise of remedies relating to the Missed June 1 Payments, Missed June 15 Payments and the First Rowan Notes Cross Default, pursuant to
that  certain  Forbearance  Agreement  dated  as  of  June  30,  2020,  among  the  Parent  and  the  holders  party  thereto  (the  “Prior  Forbearance
Agreement”).

WHEREAS, the Parent has informed the Required Banks that, subject to receipt of the Forbearance Agreement (as defined below), it
does not intend on making the Missed June 15 Payments prior to the Grace Period Expiration Date, which failure will result in an event of
default  under  the  Rowan  Notes  (collectively,  the  “Second  Rowan  Notes  Cross  Default”  and  together,  with  the  First  Rowan  Notes  Cross
Default, collectively the “Rowan Notes Cross Defaults”).

WHEREAS, the Parent has informed the Required Banks that it is seeking a written forbearance from holders of the Rowan Notes
with respect to the exercise of remedies relating to the Missed Payments and the Rowan Notes Cross Defaults.

WHEREAS,  the  Parent  has  informed  the  Required  Banks  that  the  Parent’s  Subsidiary,  Alpha  Archer  Company,  a  corporation
organized  and  existing  under  the  laws  of  the  Cayman  Islands  (“Alpha Archer  Co.”),  may  not  make  a  required  payment  of  a  holding  fee
payable  under  that  certain  Contract  for  the  Construction  and Sale  of  Drillship,  dated  as  of  June  24,  2013,  between Alpha Archer  Co.  and
Daewoo Shipbuilding  & Marine  Engineering  Co.,  Ltd.,  a  corporation  organized  and  existing  under  the  laws  of  the  Republic  of  Korea,  as
supplemented through the date hereof (the “Missed DS14 Payment”).

WHEREAS,  pursuant  to  the  Credit  Agreement,  each  of  (i)  the  failure  of  the  Parent  to  make  the  Missed  June  1  Payments,  (ii)  the
Rowan  Notes  Cross  Defaults,  (iii)  the  failure  of  the  Parent  to  make  the  Missed  June  15  Payments,  (iv)  the  failure  of  Parent  to  make  the
Missed July 15 Payments, (v) the failure
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of Jersey FinCo or  the Parent,  as  applicable,  to  make the Missed July 31 Payments,  and (vi)  the failure  of  the Parent  to make the Missed
August 1 Payments, results (or will result) in the existence of a Default under the Credit Agreement and, after giving effect to all applicable
grace periods afforded under the respective Rowan Notes,  results (or will  result)  in an Event of Default  pursuant to Section 7.01(e) of the
Credit Agreement (for the avoidance of doubt, both under Section 7.01(e)(i) on account of such Missed Payments and under Section 7.01(e)
(ii) on account of the Rowan Notes Cross Defaults) (the “Specified Notes Defaults”).

WHEREAS, the Borrowers have requested that  the Required Banks waive (a)  the Specified Notes Defaults  and, if  applicable,  any
Default or Event of Default resulting from the Missed DS14 Payment; (b) any misrepresentation that might arise under Section 4.11 of the
Credit  Agreement  solely as  a  result  of  the Specified Notes  Defaults  and,  if  applicable,  any Default  or  Event  of  Default  resulting from the
Missed DS14 Payment; and (c) any requirement to provide notice of the occurrences described in clauses (a) and (b) (clauses (a), (b) and (c),
together,  the  “Specified  Defaults”)  and  the  Administrative  Agent  and  the  Required  Banks  have  agreed  to  do  so  subject  to  the  terms  and
conditions of this Second A&R Waiver.

NOW, THEREFORE, in consideration of the mutual covenants herein contained and for other good and valuable consideration, the
receipt and adequacy of which are hereby acknowledged, the parties hereto agree as follows:

Section 1. Defined Terms. Unless otherwise specifically defined herein, each term used herein (including in the recitals above)
that is defined in the Credit Agreement has the meaning assigned to such term in the Credit Agreement.

Section 2. Waiver.

Effective as of the Second A&R Waiver Effective Date (as defined below), subject to the terms and conditions of this Second A&R
Waiver and in reliance upon the representations and warranties of the Loan Parties set forth in Section 4 below, the Required Banks hereby
waive  the  Specified  Defaults,  with  effect  from the  Initial  Waiver  Date  until  the  earliest  of  (a)  11:59  p.m.  ET  on  August  3,  2020,  (b)  the
termination or invalidity of the Forbearance Agreement, the Forbearance Agreement otherwise ceasing to be in full force and effect, or the
Forbearance Agreement being amended, supplemented or otherwise modified in each case without the consent of the Majority Banks, (c) the
acceleration by the holders of any of the Rowan Notes in accordance with the terms thereof, and (d) the date on which the aggregate amount
of Advances outstanding under the Credit Agreement exceed $630,000,000. This is a limited, one-time waiver and, except as expressly set
forth  herein,  shall  not  be  deemed  to:  (x)  constitute  a  waiver  of  any  other  Default,  Event  of  Default  or  any  other  breach  of  the  Credit
Agreement or any of the other Loan Documents, whether now existing or hereafter arising, (y) constitute a waiver of any right or remedy of
any  of  the  Administrative  Agent,  Banks  or  Issuing  Banks  under  the  Loan  Documents  which  does  not  arise  as  a  result  of  the  Specified
Defaults  (all  such  rights  and remedies  being expressly  reserved by the  Administrative  Agent,  Banks  and Issuing Banks)  or  (z)  establish  a
custom or course of dealing or conduct between the Administrative Agent, Banks and Issuing Banks, on the one hand, and the Borrowers, the
Guarantors or any other Loan Party on the other hand. The foregoing waiver shall  not be deemed to constitute a consent of any other act,
omission or any breach of the Credit Agreement or any of the other Loan Documents.

Section 3. Reaffirmation of Guaranty. Each Guarantor hereby ratifies, confirms, acknowledges and agrees that its Obligations
under the Guaranty to which it  is  a party are in full  force and effect and that such Guarantor continues to unconditionally and irrevocably
guarantee the full and
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punctual payment, when due, whether at stated maturity or earlier by acceleration or otherwise, all of the Obligations in accordance with the
terms  of  such  Guaranty  and  its  execution  and  delivery  of  this  Second  A&R Waiver  does  not  indicate  or  establish  an  approval  or  consent
requirement by such Guarantor under such Guaranty in connection with the execution and delivery of amendments, consents or waivers to the
Credit Agreement, the Rowan Notes or any of the other Loan Documents.

Section 4. Representations True; No Default. Each of the Loan Parties represents that:

(a) this Second A&R Waiver has been duly authorized, executed and delivered on its behalf, and the Credit Agreement and the
other Loan Documents to which it is a party, constitute the legal, valid and binding obligations of such Loan Party, enforceable against such
Loan  Party  in  accordance  with  their  terms,  except  as  such  enforceability  may  be  limited  by  any  applicable  bankruptcy,  insolvency,
reorganization, moratorium or similar law affecting creditors’ rights generally and by general principles of equity;

(b) after giving effect to this Second A&R Waiver, the representations and warranties of such Loan Party contained in Article IV
of the Credit Agreement and in the other Loan Documents to which it is a party are true and correct in all material respects on and as of the
date hereof as though made on and as of the date hereof (other than (i) those representations and warranties that expressly relate to a specific
earlier  date,  which  representations  and  warranties  were  true  and  correct  in  all  material  respects  as  of  such  earlier  date  and  (ii)  those
representations  and  warranties  that  are  by  their  terms  subject  to  a  materiality  qualifier,  which  representations  and  warranties  are  true  and
correct in all respects); and

(c) after giving effect to this Second A&R Waiver, no Default or Event of Default under the Credit Agreement has occurred and
is continuing.

Section  5. Effectiveness.  This  Second  A&R  Waiver  shall  become  effective  as  of  the  first  date  (the  “Second  A&R  Waiver
Effective Date”) on which each of the conditions precedent set forth in this Section 5 is satisfied :

(a) the Administrative Agent (or its counsel) shall have received counterparts of this Second A&R Waiver duly and validly
executed and delivered by duly authorized officers of:

(i) each Loan Party;

(ii) the Administrative Agent; and

(iii) the Required Banks;

(b) after giving effect to this Second A&R Waiver, the representations and warranties of such Loan Party contained in Article IV
of the Credit Agreement and in the other Loan Documents to which it is a party shall be true and correct in all material respects on and as of
the  date  hereof  as  though made on and as  of  the  date  hereof  (other  than (i)  those  representations  and warranties  that  expressly  relate  to  a
specific earlier date, which representations and warranties shall be true and correct in all material respects as of such earlier date and (ii) those
representations and warranties that are by their terms subject to a materiality qualifier, which representations and warranties shall be true and
correct in all respects);

(c) after giving effect to this Second A&R Waiver, no Event of Default under the Credit Agreement shall have occurred and be
continuing;
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(d) the Borrowers shall have paid all reasonable and documented fees and out-of-pocket expenses of counsel and advisors for the
Administrative Agent which are payable pursuant to Section 9.04 of the Credit Agreement, to the extent invoiced at least one Business Day
prior to the Second A&R Waiver Effective Date; and

(e) a  forbearance  or  other  agreement  in  form  and  substance  satisfactory  to  the  Administrative  Agent  (the  “Forbearance
Agreement”)  shall,  prior  to  or  contemporaneously  with  the  Second A&R Waiver  Effective  Date,  have been executed and delivered to  the
Borrowers by holders of (i) greater than 40% of the aggregate outstanding obligations under the 2022 Notes and (ii) greater than 50% of the
aggregate outstanding obligations under each of the other Rowan Notes, which Forbearance Agreement shall be effective in accordance with
its terms.

Section 6. Miscellaneous Provisions.

(a) From and after  the  execution,  delivery,  and effectiveness  of  this  Second A&R Waiver  as  set  forth  in Section 5 above,  the
Credit Agreement shall continue in full force and effect. Each Loan Party hereby agrees and acknowledges that the Administrative Agent, the
Issuing Banks, and the Banks require and will require strict performance by such Loan Party of all of its respective obligations, agreements
and covenants contained in the Credit Agreement, and the other Loan Documents to which it is a party (including any action or circumstance
which is prohibited or limited during the existence of a Default or Event of Default), and no inaction or action by the Administrative Agent,
any Issuing Bank, or any Bank regarding any Default or Event of Default is intended to be or shall be a waiver thereof (other than as set forth
herein).  Each  Loan  Party  hereby  also  agrees  and  acknowledges  that  no  course  of  dealing  and  no  delay  in  exercising  any  right,  power,  or
remedy conferred to the Administrative Agent, any Issuing Bank, or any Bank in the Credit Agreement or in any other Loan Documents or
now or hereafter existing at law, in equity, by statute, or otherwise shall operate as a waiver of (other than as set forth herein) or otherwise
prejudice any such right, power, or remedy.

(b) The Administrative Agent, the Issuing Banks, and the Banks hereby expressly reserve all of their rights, remedies, and claims
under the Loan Documents. Nothing in this Second A&R Waiver shall constitute a waiver (other than as set forth herein) or relinquishment of
(i) any Default or Event of Default under any of the Loan Documents, (ii) any of the agreements, terms or conditions contained in any of the
Loan  Documents,  (iii)  any  rights  or  remedies  of  the  Administrative  Agent,  any  Issuing  Bank,  or  any  Bank  with  respect  to  the  Loan
Documents, or (iv) the rights of the Administrative Agent, any Issuing Bank, or any Bank to collect the full amounts owing to them under the
Loan Documents.

(c) The Credit Agreement and this Second A&R Waiver shall be read and construed as one and the same instrument; provided
that no provision of this Second A&R Waiver may be waived or modified without the consent of all the parties hereto.

(d) Any  reference  in  any  of  the  Loan  Documents  to  the  Credit  Agreement  shall  be  a  reference  to  the  Credit  Agreement  as
modified by this Second A&R Waiver.

(e) This Second A&R Waiver is a Loan Document for purposes of the provisions of the other Loan Documents. Without limiting
the foregoing, any breach of the representations, warranties, and covenants under this Second A&R Waiver may be a Default or an Event of
Default under the Loan Documents.

(f) This Second A&R Waiver shall be construed in accordance with and governed by the laws of the State of New York.
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(g) This Second A&R Waiver may be signed in any number of counterparts and by different parties in separate counterparts and
may  be  in  original  or  facsimile  form,  each  of  which  shall  be  deemed  an  original  but  all  of  which  together  constitute  one  and  the  same
instrument. The words “executed,” “execution,” “signed,” “signature” and words of like import in this Second A&R Waiver shall be deemed
to  include  electronic  signatures  or  the  keeping  of  electronic  records  in  electronic  form,  each  of  which  shall  be  of  the  same  legal  effect,
validity or enforceability as a manually executed signature or the use of a paper-based recordkeeping system, as the case may be, to the extent
and as provided for in any applicable law, including the Federal Electronic Signatures in Global and National Commerce Act, the New York
State Electronic Signatures and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act.

(h) The headings herein shall be accorded no significant in interpreting this Second A&R Waiver.

Section 7. Binding Effect.  This  Second A&R Waiver  shall  be  binding  upon and  inure  to  the  benefit  of  the  Loan  Parties,  the
Banks,  the Issuing Banks and the Administrative Agent  and their  respective successors  and assigns,  except  that  the Loan Parties  shall  not
have the right to assign their rights hereunder or any interest herein.

[Signature Pages Follow.]
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IN WITNESS WHEREOF, the parties hereto have caused this Second A&R Waiver to be duly executed by their respective officers
thereunto duly authorized, as of the date first above written.

BORROWERS:

VALARIS PLC

By:    /s/ Darin Gibbins    
     Name: Darin Gibbins
     Title: An Authorized Signatory

PRIDE INTERNATIONAL LLC

By:    /s/ Derek Sample    
     Name: Derek Sample
     Title: An Authorized Signatory

GUARANTORS:

ENSCO JERSEY FINANCE LIMITED

By:    /s/ Jonathan P. Cross    
     Name: Jonathan P. Cross
     Title: An Authorized Signatory

ALPHA ACHIEVER COMPANY
ENSCO OCEAN 2 COMPANY
ENSCO OFFSHORE INTERNATIONAL COMPANY
ENSCO OVERSEAS LIMITED
ENSCO MANAGEMENT CORP.
PRIDE GLOBAL II LTD.

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

ENSCO GLOBAL GMBH
ENSCO INTERCONTINENTAL GMBH
ENSCO WORLDWIDE GMBH

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Rowan Offshore Luxembourg S.à r.l.
Rowan rigs S.à r.l.

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



ADMINISTRATIVE AGENT:

CITIBANK, N.A., as Administrative Agent

By:    /s/ Derrick Lenz    
     Name: Derrick Lenz
     Title: Vice President

REQUIRED BANKS:

CITIBANK, N.A., as a Bank and an Issuing Bank

By:    /s/ Derrick Lenz    
     Name: Derrick Lenz
     Title: Vice President

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



CITICORP NORTH AMERICA, INC., as a Bank

By:    /s/ Peter Baumann    
     Name: Peter Baumann
     Title: Vice President
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DNB CAPITAL LLC, as a Bank

By:    /s/ Samantha Stone    
     Name: Samantha Stone
     Title: Vice President

By:    /s/ Mita Zalavadia    
     Name: Mita Zalavadia
     Title: Assistant Vice President
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DNB Bank ASA, NEW YORK Branch as an Issuing Bank

By:    /s/ Samantha Stone    
     Name: Samantha Stone
     Title: Vice President

By:    /s/ Mita Zalavadia    
     Name: Mita Zalavadia
     Title: Assistant Vice President
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HSBC Bank USA, N.A., as a Bank and an Issuing Bank

By:    /s/ Temesgen Haile    
     Name: Temesgen Haile
     Title: Vice President
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DEUTSCHE BANK, AG NEW YORK BRANCH,
as a Bank and an Issuing Bank

By:    /s/ Ming K Chu    
     Name: Ming K Chu
     Title: Director

By:    /s/ Annie Chung    
     Name: Annie Chung
     Title: Director
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Bank of America, N.A., as a Bank

By:    /s/ C. Mark Hedrick    
     Name: C. Mark Hedrick
     Title: Managing Director
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BNP PARIBAS, as a Bank

By:    /s/ Amy Kirschner    
     Name: Amy Kirschner
     Title: Managing Director

By:    /s/ Sriram Chandrasekaran    
     Name: Sriram Chandrasekaran
     Title: Director
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BARCLAYS BANK PLC, as a Bank

By:    /s/ Sydney G. Dennis    
     Name: Sydney G. Dennis
     Title: Director

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Morgan Stanley Senior Funding, Inc., as a Bank

By:    /s/ Kevin Newman    
     Name: Kevin Newman
     Title: Vice President

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Goldman Sachs Bank USA, as a Bank

By:    /s/ Jamie Minieri    
     Name: Jamie Minieri
     Title: Authorized Signatory

Signature Page to Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Execution Version

THIRD AMENDED AND RESTATED WAIVER TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT

This THIRD AMENDED AND RESTATED WAIVER TO FOURTH AMENDED AND RESTATED CREDIT AGREEMENT (this
“Third A&R Waiver”),  is dated as of August 3,  2020, by and among Valaris plc,  an English public limited company (the “Parent”), Pride
International LLC, a Delaware limited liability company and indirect wholly-owned Subsidiary of the Parent (“Pride” and together with the
Parent, the “Borrowers”), the Guarantors, the Banks and Issuing Banks listed on the signature pages hereto (the “Required Banks”) (which in
each case herein, constitute the “Majority Banks” under the Credit Agreement (as defined below)) and Citibank, N.A., as administrative agent
(the “Administrative Agent”).

PRELIMINARY STATEMENTS:

WHEREAS, the Borrowers, the Banks, the Administrative Agent and the Issuing Banks are parties to that certain Fourth Amended
and Restated Credit Agreement dated as of May 7, 2013 (as amended by the First Amendment dated as of September 30, 2014, the Second
Amendment  dated as  of  March 9,  2015,  the  Third Amendment  dated as  of  July  1,  2016,  the  Extension Agreement  dated as  of  October  4,
2016, the Fourth Amendment dated as of December 15, 2016, the Commitment Agreement and Fifth Amendment dated as of October 3, 2017
and effective as of October 6, 2017, and the Commitment Increase Agreement and Sixth Amendment to Fourth Amended and Restated Credit
Agreement and as the same may be further amended, restated, increased and extended, the “Credit Agreement”).

WHEREAS, the Borrowers, the Administrative Agent and the Majority Banks entered into that certain Waiver to Fourth Amended
and  Restated  Credit  Agreement  dated  as  of  June  1,  2020  (the  “Initial  Waiver  Date”),  pursuant  to  which  the  Majority  Banks  party  thereto
waived  certain  provisions  of  the  Credit  Agreement  on  the  terms  and  conditions  set  forth  therein  (the  “Initial  Waiver”),  which  was
subsequently  amended  and  restated  pursuant  to  that  certain  Amended  and  Restated  Waiver  to  Fourth  Amended  and  Restated  Credit
Agreement dated as of June 30, 2020, pursuant to which the Majority Banks party thereto waived certain provisions of the Credit Agreement
on  the  terms  and  conditions  set  forth  therein  (the  “A&R Waiver”),  and  again  subsequently  amended  and  restated  pursuant  to  that  certain
Second Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement dated as of July 15, 2020, pursuant to which the
Majority Banks party thereto waived certain provisions of the Credit Agreement on the terms and conditions set forth therein (the “Second
A&R Waiver”).

WHEREAS, the parties hereto wish to amend and restate the Second A&R Waiver on the terms and conditions set forth herein.

WHEREAS, (a) the Parent is the “Issuer” under the (i) 4.875% Senior Notes due 2022 (the “2022 Notes”), (ii) 5.40% Senior Notes
due 2042 (the “2042 Notes”, and together with the 2022 Notes, collectively the “June 1 Interest Rowan Notes”), (iii) 7.375% Senior Notes
due 2025 (the “2025 Notes” or the “June 15 Interest Rowan Notes”), (iv) 4.75% Senior Notes due 2024 (the “2024 Notes”), (v) 5.85% Senior
Notes due 2044 (the “2044 Notes”, and together with the 2024 Notes, collectively the “July 15 Interest Rowan Notes”; and together with the
June 1 Interest Rowan Notes and the June 15 Interest Rowan Notes, collectively, the “Rowan Notes”), (vi) 7.75% Senior Notes due 2026 (the
“2026 Notes” or the “August 1 Interest Valaris Notes”) and (vii) 8.0% Senior Notes due 2024 (the “8.0% 2024 Notes”), (b) Jersey FinCo is
the Parent’s Subsidiary and the “Issuer” under the 3.0% Exchangeable Senior Notes due 2024 (the “3.0% 2024 Notes”, and together with the
8.0% 2024 Notes, collectively the “July 31 Interest



Notes”), and (c) Pride is the Parent’s Subsidiary and the “Issuer” under (i) the 7.875% Senior Notes due 2040 (the “2040 Notes”) and (ii) the
6.875% Senior Notes due 2020 (the “2020 Notes”, and together with the 2040 Notes, collectively the “Pride Notes”).

WHEREAS, the Borrowers have advised the Required Banks that the Parent and/or one or more of its Subsidiaries, as applicable, (i)
failed to make all or any part of its required interest payments due on (a) June 1, 2020, with respect to the June 1 Interest Rowan Notes (the
“Missed June 1 Payments”), (b) June 15, 2020, with respect to the June 15 Interest Rowan Notes (the “Missed June 15 Payments”), (ii) have
failed or may fail to make all or any part of its required interest payments due on July 15, 2020, with respect to the July 15 Interest Rowan
Notes (the “Missed July 15 Payments”), (iii) have failed or may fail to make all or any part of its required interest payments due on July 31,
2020, with respect to the July 31 Interest Notes (the “Missed July 31 Payments”), (iv) have failed or may fail to make all or any part of its
required interest payments due on August 1, 2020, with respect to the August 1 Interest Valaris Notes (the “Missed August 1 Payments”), and
(v) have failed or may fail to make all or any part of its required (a) interest payments due on August 15, 2020, with respect to the Pride Notes
(which amounts for the avoidance of doubt are payable on August 17, 2020) and (b) principal payment due on August 15, 2020, with respect
to  the  2020 Notes  (the  “Missed August  15 Payments”  and,  together  with  the  Missed June 1  Payments,  the  Missed June 15 Payments,  the
Missed July 15 Payments, the Missed July 31 Payments and the Missed August 1 Payments, collectively, the “Missed Payments”).

WHEREAS, the respective indentures for the June 1 Interest Rowan Notes, the June 15 Interest Notes and the July 15 Interest Rowan
Notes  contain  a  30 day grace  period for  the  payment  of  interest  when due under  such notes,  which (x)  with  respect  to  the  Missed June 1
Payments  expired on July  2,  2020,  (y)  with  respect  to  the  Missed June 15 Payments  expired on July  16,  2020 and (z)  with  respect  to  the
Missed July 15 Payments will expire on August 15, 2020 (the “Grace Period Expiration Date”).

WHEREAS, the Parent did not make the Missed June 1 Payments prior to the Grace Period Expiration Date, which failure resulted in
an  event  of  default  under  each  of  the  June  1  Interest  Rowan  Notes,  June  15  Interest  Rowan  Notes,  the  2024  Notes  and  the  2044  Notes
(collectively, the “First Rowan Notes Cross Default”).

WHEREAS,  the  Parent  received  a  written  forbearance  from  holders  of  the  Rowan  Notes  with  respect  to  certain  of  the  holders’
exercise of remedies relating to the Missed June 1 Payments, Missed June 15 Payments and the First Rowan Notes Cross Default, pursuant to
that  certain  Forbearance  Agreement  dated  as  of  June  30,  2020,  among  the  Parent  and  the  holders  party  thereto  (the  “First  Forbearance
Agreement”).

WHEREAS, the Parent did not make the Missed June 15 Payments prior to the Grace Period Expiration Date, which failure resulted
in an event of default under the Rowan Notes (collectively, the “Second Rowan Notes Cross Default”).

WHEREAS,  the  Parent  received  a  written  forbearance  from  holders  of  the  Rowan  Notes  with  respect  to  certain  of  the  holders’
exercise of remedies relating to the Missed June 1 Payments, Missed June 15 Payments, the First Rowan Notes Cross Default,  the Missed
July 15 Payments, the Missed July 31 Payments, the Missed August 1 Payments and the Second Rowan Notes Cross Default, pursuant to that
certain  Forbearance  Agreement  dated  as  of  July  15,  2020,  among  the  Parent  and  the  holders  party  thereto  (the  “Second  Forbearance
Agreement”).
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WHEREAS, the Parent has informed the Required Banks that, subject to receipt of the Forbearance Agreement (as defined below), it
does not intend on making the Missed July 15 Payments prior to the Grace Period Expiration Date, which failure will result in an event of
default under the Rowan Notes (collectively, the “Third Rowan Notes Cross Default” and together, with the First Rowan Notes Cross Default
and the Second Rowan Notes Cross Default, collectively the “Rowan Notes Cross Defaults”).

WHEREAS, the Parent has informed the Required Banks that it is seeking a written forbearance from holders of the Rowan Notes
with respect to the exercise of remedies relating to the Missed Payments and the Rowan Notes Cross Defaults.

WHEREAS,  the  Parent  has  informed  the  Required  Banks  that  the  Parent’s  Subsidiary,  Alpha  Archer  Company,  a  corporation
organized  and  existing  under  the  laws  of  the  Cayman  Islands  (“Alpha  Archer  Co.”),  did  not  make  a  required  payment  of  a  holding  fee
payable  under  that  certain  Contract  for  the  Construction  and Sale  of  Drillship,  dated  as  of  June  24,  2013,  between Alpha Archer  Co.  and
Daewoo Shipbuilding  & Marine  Engineering  Co.,  Ltd.,  a  corporation  organized  and  existing  under  the  laws  of  the  Republic  of  Korea,  as
supplemented through the date hereof (the “Missed DS14 Payment”).

WHEREAS,  pursuant  to  the  Credit  Agreement,  each  of  (i)  the  failure  of  the  Parent  to  make  the  Missed  June  1  Payments,  (ii)  the
Rowan  Notes  Cross  Defaults,  (iii)  the  failure  of  the  Parent  to  make  the  Missed  June  15  Payments,  (iv)  the  failure  of  Parent  to  make  the
Missed July 15 Payments, (v) the failure of Jersey FinCo or the Parent, as applicable, to make the Missed July 31 Payments, (vi) the failure of
the Parent to make the Missed August 1 Payments,  and (vii)  the failure of Pride to make the Missed August 15 Payments,  results (or will
result) in the existence of a Default under the Credit Agreement and, after giving effect to any and all applicable grace periods afforded under
the  respective  Rowan  Notes,  results  (or  will  result)  in  an  Event  of  Default  pursuant  to Section  7.01(e) of  the  Credit  Agreement  (for  the
avoidance of doubt, both under Section 7.01(e)(i) on account of such Missed Payments and under Section 7.01(e)(ii) on account of the Rowan
Notes Cross Defaults) (the “Specified Notes Defaults”).

WHEREAS, the Borrowers have requested that  the Required Banks waive (a)  the Specified Notes Defaults  and, if  applicable,  any
Default or Event of Default resulting from the Missed DS14 Payment; (b) any misrepresentation that might arise under Section 4.11 of the
Credit  Agreement  solely as  a  result  of  the Specified Notes  Defaults  and,  if  applicable,  any Default  or  Event  of  Default  resulting from the
Missed DS14 Payment; and (c) any requirement to provide notice of the occurrences described in clauses (a) and (b) (clauses (a), (b) and (c),
together,  the  “Specified  Defaults”)  and  the  Administrative  Agent  and  the  Required  Banks  have  agreed  to  do  so  subject  to  the  terms  and
conditions of this Third A&R Waiver.

NOW, THEREFORE, in consideration of the mutual covenants herein contained and for other good and valuable consideration, the
receipt and adequacy of which are hereby acknowledged, the parties hereto agree as follows:

Section  1.     Defined  Terms. Unless  otherwise  specifically  defined  herein,  each  term  used  herein  (including  in  the  recitals
above) that is defined in the Credit Agreement has the meaning assigned to such term in the Credit Agreement.

Section 2.     Waiver.

Effective  as  of  the  Third  A&R Waiver  Effective  Date  (as  defined  below),  subject  to  the  terms  and  conditions  of  this  Third  A&R
Waiver and in reliance upon the representations and warranties of the Loan Parties set forth in Section 4 below, the Required Banks hereby
waive the Specified Defaults, with effect
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from the Initial Waiver Date until the earliest of (a) 11:59 p.m. ET on August 15, 2020, (b) the termination or invalidity of the Forbearance
Agreement,  the  Forbearance  Agreement  otherwise  ceasing  to  be  in  full  force  and  effect,  or  the  Forbearance  Agreement  being  amended,
supplemented or otherwise modified in each case without the consent of the Majority Banks, (c) the acceleration by the holders of any of the
Rowan Notes in accordance with the terms thereof, and (d) the date on which the aggregate amount of Advances outstanding under the Credit
Agreement  exceed $630,000,000.  This  is  a  limited,  one-time waiver  and,  except  as  expressly  set  forth  herein,  shall  not  be  deemed to:  (x)
constitute a waiver of any other Default, Event of Default or any other breach of the Credit Agreement or any of the other Loan Documents,
whether now existing or hereafter arising, (y) constitute a waiver of any right or remedy of any of the Administrative Agent, Banks or Issuing
Banks under the Loan Documents which does not  arise as a result  of  the Specified Defaults  (all  such rights and remedies being expressly
reserved  by  the  Administrative  Agent,  Banks  and  Issuing  Banks)  or  (z)  establish  a  custom  or  course  of  dealing  or  conduct  between  the
Administrative Agent, Banks and Issuing Banks, on the one hand, and the Borrowers, the Guarantors or any other Loan Party on the other
hand. The foregoing waiver shall not be deemed to constitute a consent of any other act, omission or any breach of the Credit Agreement or
any of the other Loan Documents.

Section 3.     Reaffirmation of Guaranty. Each Guarantor hereby ratifies, confirms, acknowledges and agrees that its Obligations
under the Guaranty to which it  is  a party are in full  force and effect and that such Guarantor continues to unconditionally and irrevocably
guarantee the full and punctual payment, when due, whether at stated maturity or earlier by acceleration or otherwise, all of the Obligations in
accordance  with  the  terms  of  such  Guaranty  and  its  execution  and  delivery  of  this  Third  A&R  Waiver  does  not  indicate  or  establish  an
approval  or  consent  requirement  by  such  Guarantor  under  such  Guaranty  in  connection  with  the  execution  and  delivery  of  amendments,
consents or waivers to the Credit Agreement, the Rowan Notes or any of the other Loan Documents.

Section 4.     Representations True; No Default. Each of the Loan Parties represents that:

(a) this  Third A&R Waiver has been duly authorized,  executed and delivered on its  behalf,  and the Credit  Agreement and the
other Loan Documents to which it is a party, constitute the legal, valid and binding obligations of such Loan Party, enforceable against such
Loan  Party  in  accordance  with  their  terms,  except  as  such  enforceability  may  be  limited  by  any  applicable  bankruptcy,  insolvency,
reorganization, moratorium or similar law affecting creditors’ rights generally and by general principles of equity;

(b) after giving effect to this Third A&R Waiver, the representations and warranties of such Loan Party contained in Article IV of
the Credit Agreement and in the other Loan Documents to which it is a party are true and correct in all material respects on and as of the date
hereof  as  though made on  and  as  of  the  date  hereof  (other  than  (i)  those  representations  and  warranties  that  expressly  relate  to  a  specific
earlier  date,  which  representations  and  warranties  were  true  and  correct  in  all  material  respects  as  of  such  earlier  date  and  (ii)  those
representations  and  warranties  that  are  by  their  terms  subject  to  a  materiality  qualifier,  which  representations  and  warranties  are  true  and
correct in all respects); and

(c) after giving effect to this Third A&R Waiver, no Default or Event of Default under the Credit Agreement has occurred and is
continuing.
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Section  5.     Effectiveness.  This  Third  A&R  Waiver  shall  become  effective  as  of  the  first  date  (the  “Third  A&R  Waiver
Effective Date”) on which each of the conditions precedent set forth in this Section 5 is satisfied:

(a) the Administrative Agent (or its counsel) shall have received counterparts of this Third A&R Waiver duly and validly
executed and delivered by duly authorized officers of:

(i) each Loan Party;

(ii) the Administrative Agent; and

(iii) the Required Banks;

(b) after giving effect to this Third A&R Waiver, the representations and warranties of such Loan Party contained in Article IV of
the Credit Agreement and in the other Loan Documents to which it is a party shall be true and correct in all material respects on and as of the
date hereof as though made on and as of the date hereof (other than (i) those representations and warranties that expressly relate to a specific
earlier  date,  which  representations  and  warranties  shall  be  true  and  correct  in  all  material  respects  as  of  such  earlier  date  and  (ii)  those
representations and warranties that are by their terms subject to a materiality qualifier, which representations and warranties shall be true and
correct in all respects);

(c) after giving effect to this Third A&R Waiver, no Event of Default under the Credit Agreement shall have occurred and be
continuing;

(d) the Borrowers shall have paid all reasonable and documented fees and out-of-pocket expenses of counsel and advisors for the
Administrative Agent which are payable pursuant to Section 9.04 of the Credit Agreement, to the extent invoiced at least one Business Day
prior to the Third A&R Waiver Effective Date; and

(e) either (i) a forbearance or other agreement in form and substance satisfactory to the Administrative Agent, or (ii) an extension
of the Second Forbearance Agreement (including by way of confirmation in an e-mail from the requisite holders described in the following
clauses  (x)  and  (y)  or  their  representatives)  (as  described  in  either  clause  (i)  or  (ii),  the  “Forbearance  Agreement”)  shall,  prior  to  or
contemporaneously with the Third A&R Waiver Effective Date, have been executed and delivered (including, in the case of any extension of
the  Second  Forbearance  Agreement  by  way  of  confirmation  in  an  e-mail  from such  holders  or  their  representatives)  to  the  Borrowers  by
holders  of  (x)  greater  than 40% of  the  aggregate  outstanding obligations  under  the  2022 Notes  and (y)  greater  than 50% of  the  aggregate
outstanding obligations under each of the other Rowan Notes, which Forbearance Agreement shall be effective in accordance with its terms.

Section 6.     Miscellaneous Provisions.

(a) From and after the execution, delivery, and effectiveness of this Third A&R Waiver as set forth in Section 5 above, the Credit
Agreement  shall  continue  in  full  force  and  effect.  Each  Loan  Party  hereby  agrees  and  acknowledges  that  the  Administrative  Agent,  the
Issuing Banks, and the Banks require and will require strict performance by such Loan Party of all of its respective obligations, agreements
and covenants contained in the Credit Agreement, and the other Loan Documents to which it is a party (including any action or circumstance
which is prohibited or limited during the existence of a Default or Event of Default), and no inaction or action by the Administrative Agent,
any Issuing Bank, or any Bank regarding any Default or Event of Default is intended to be or shall be a waiver thereof (other
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than as set forth herein). Each Loan Party hereby also agrees and acknowledges that no course of dealing and no delay in exercising any right,
power,  or  remedy  conferred  to  the  Administrative  Agent,  any  Issuing  Bank,  or  any  Bank  in  the  Credit  Agreement  or  in  any  other  Loan
Documents or now or hereafter existing at law, in equity, by statute, or otherwise shall operate as a waiver of (other than as set forth herein)
or otherwise prejudice any such right, power, or remedy.

(b)      The Administrative Agent,  the Issuing Banks,  and the Banks hereby expressly reserve all  of  their  rights,  remedies,  and
claims  under  the  Loan  Documents.  Nothing  in  this  Third  A&R  Waiver  shall  constitute  a  waiver  (other  than  as  set  forth  herein)  or
relinquishment  of  (i)  any  Default  or  Event  of  Default  under  any  of  the  Loan  Documents,  (ii)  any  of  the  agreements,  terms  or  conditions
contained in any of the Loan Documents, (iii) any rights or remedies of the Administrative Agent, any Issuing Bank, or any Bank with respect
to the Loan Documents, or (iv) the rights of the Administrative Agent, any Issuing Bank, or any Bank to collect the full amounts owing to
them under the Loan Documents.

(c)    The Credit Agreement and this Third A&R Waiver shall be read and construed as one and the same instrument; provided
that no provision of this Third A&R Waiver may be waived or modified without the consent of all the parties hereto.

(d)     Any  reference  in  any  of  the  Loan  Documents  to  the  Credit  Agreement  shall  be  a  reference  to  the  Credit  Agreement  as
modified by this Third A&R Waiver.

(e)    This Third A&R Waiver is a Loan Document for purposes of the provisions of the other Loan Documents. Without limiting
the foregoing, any breach of the representations, warranties, and covenants under this Third A&R Waiver may be a Default or an Event of
Default under the Loan Documents.

(f)    This Third A&R Waiver shall be construed in accordance with and governed by the laws of the State of New York.

(g)    This Third A&R Waiver may be signed in any number of counterparts and by different parties in separate counterparts and
may  be  in  original  or  facsimile  form,  each  of  which  shall  be  deemed  an  original  but  all  of  which  together  constitute  one  and  the  same
instrument. The words “executed,” “execution,” “signed,” “signature” and words of like import in this Third A&R Waiver shall be deemed to
include electronic signatures or the keeping of electronic records in electronic form, each of which shall be of the same legal effect, validity
or enforceability as a manually executed signature or the use of a paper-based recordkeeping system, as the case may be, to the extent and as
provided for in any applicable law, including the Federal Electronic Signatures in Global and National Commerce Act, the New York State
Electronic Signatures and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act.

(h)    The headings herein shall be accorded no significant in interpreting this Third A&R Waiver.

Section 7.     Binding Effect. This Third A&R Waiver shall be binding upon and inure to the benefit of the Loan Parties, the
Banks,  the Issuing Banks and the Administrative Agent  and their  respective successors  and assigns,  except  that  the Loan Parties  shall  not
have the right to assign their rights hereunder or any interest herein.

[Signature Pages Follow.]
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IN WITNESS WHEREOF, the parties hereto have caused this Third A&R Waiver to be duly executed by their respective officers
thereunto duly authorized, as of the date first above written.

BORROWERS:

VALARIS PLC

By:    /s/ Darin Gibbins    
     Name: Darin Gibbins
     Title: An Authorized Signatory

PRIDE INTERNATIONAL LLC

By:    /s/ Derek Sample    
     Name: Derek Sample
     Title: An Authorized Signatory

GUARANTORS:

ENSCO JERSEY FINANCE LIMITED

By:    /s/ Jonathan P. Cross    
     Name: Jonathan P. Cross
     Title: An Authorized Signatory

ALPHA ACHIEVER COMPANY
ENSCO OCEAN 2 COMPANY
ENSCO OFFSHORE INTERNATIONAL COMPANY
ENSCO OVERSEAS LIMITED
ENSCO MANAGEMENT CORP.
PRIDE GLOBAL II LTD.

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

ENSCO GLOBAL GMBH
ENSCO INTERCONTINENTAL GMBH
ENSCO WORLDWIDE GMBH

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Rowan Offshore Luxembourg S.à r.l.
Rowan rigs S.à r.l.

By:    /s/ Derek A. Sangster    
     Name: Derek A. Sangster
     Title: An Authorized Signatory

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



ADMINISTRATIVE AGENT:

CITIBANK, N.A., as Administrative Agent

By:    /s/ Derrick Lenz    
     Name: Derrick Lenz
     Title: Vice President

REQUIRED BANKS:

CITIBANK, N.A., as a Bank and an Issuing Bank

By:    /s/ Derrick Lenz    
     Name: Derrick Lenz
     Title: Vice President

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



CITICORP NORTH AMERICA, INC., as a Bank

By:    /s/ Peter Baumann    
     Name: Peter Baumann
     Title: Vice President

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



DNB CAPITAL LLC, as a Bank

By:    /s/ Mita Zalavadia    
     Name: Mita Zalavadia
     Title: Assistant Vice President

By:    /s/ Ahelia Singh    
     Name: Ahelia Singh
     Title: Assistant Vice President

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



DNB Bank ASA, NEW YORK Branch, as an Issuing Bank

By:    /s/ Mita Zalavadia    
     Name: Mita Zalavadia
     Title: Assistant Vice President

By:    /s/ Ahelia Singh    
     Name: Ahelia Singh
     Title: Assistant Vice President

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



DEUTSCHE BANK AG NEW YORK BRANCH., as a Bank and an Issuing Bank

By:    /s/ Ming K Chu    
     Name: Ming K Chu
     Title: Director

By:    /s/ Annie Chung    
     Name: Annie Chung
     Title: Director

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



BNP PARIBAS, as a Bank

By:    /s/ Sriram Chandrasekaran    
     Name: Sriram Chandrasekaran
     Title: Director

By:    /s/ Amy Krischner    
     Name: Amy Krischner
     Title: Managing Director

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



Goldman Sachs Bank USA, as a Bank

By:    /s/ Jamie Minieri    
     Name: Jamie Minieri
     Title: Authorized Signatory

Signature Page to Third Amended and Restated Waiver to Fourth Amended and Restated Credit Agreement (Valaris)



October 29, 2020

Valaris plc
London, England
Re:  Registration  Statements  on  Form S-8  (Nos.  333-230813,  333-174611,  333-58625,  333-97757,  333-125048,  333-181593,  333-204294,
333-211588, 333-218250, 333-220859 and 333-225151) and Form S-3 (No. 333-221706).

With respect  to  the subject  registration statement,  we acknowledge our awareness  of  the use therein of  our  report  dated October  29,  2020
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.

/s/ KPMG LLP

Houston, Texas



Exhibit 31.1
CERTIFICATION

I, Thomas P. Burke, certify that:

1. I have reviewed this report on Form 10-Q for the fiscal quarter ending September 30, 2020 of Valaris 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: October 29, 2020

/s/ Thomas P. Burke

 

Thomas P. Burke 
President and Chief Executive Officer and
Director



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, 2020 of Valaris 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:  October 29, 2020

/s/ Jonathan H. Baksht

 

Jonathan H. Baksht 
Executive 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 Valaris plc (the "Company") on Form 10-Q for the period ending September 30, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, Thomas P. Burke, President and Chief Executive Officer
and Director 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/ Thomas P. Burke
Thomas P. Burke 
President and Chief Executive Officer and Director
October 29, 2020

    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 Valaris plc (the "Company") on Form 10-Q for the period ending September 30, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, Jonathan H. Baksht, Executive 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 
Executive Vice President and 
Chief Financial Officer
October 29, 2020

    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.


