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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

 

 

In re: 

 

PACIFIC DRILLING S.A., et al.,1 

 

 

   Debtors.  

x 

: 

: 

: 

: 

: 

: 

x 

 

Chapter 11 

 

Case No. 20-35212 (DRJ) 

 

(Joint Administration Requested) 

 

 

DECLARATION OF JAMES HARRIS,  

CHIEF FINANCIAL OFFICER OF THE DEBTORS, IN  

SUPPORT OF THE CHAPTER 11 PETITIONS AND FIRST DAY PLEADINGS 

 

I, James Harris, hereby declare under penalty of perjury: 

1. I am the Chief Financial Officer and Senior Vice President of Pacific Drilling S.A., 

a public limited liability company (société anonyme) organized under the laws of the Grand Duchy 

of Luxembourg (“PDSA”) and one of the above-captioned debtors and debtors in possession 

(collectively, the “Debtors”).  I have served as Chief Financial Officer and Senior Vice President 

of PDSA since July 2019, and I am generally familiar with the Debtors’ day-to-day operations, 

business and financial affairs, and books and records.  

2. In my capacity as Chief Financial Officer of PDSA, I oversee and manage the 

finances of the Debtors and their non-Debtor affiliates (collectively, “Pacific Drilling” or the 

“Company”), and I am responsible for the Debtors’ accounting, reporting, budgeting, taxes, 

treasury, and corporate planning.  

                                                 

1 The Debtors in these cases, along with the last four digits of each Debtor’s U.S. federal tax identification 

number, to the extent applicable, are: Pacific Drilling S.A. (5724), Pacific Bora Ltd. (9815), Pacific Drilling 

Operations Limited (9103), Pacific Drilling Operations, Inc. (4446), Pacific Drilling, Inc. (1524), Pacific Drilling, 

LLC (7655), Pacific Scirocco Ltd. (0073), Pacific Sharav S.À R.L. (2431), Pacific Drilling Holding (Gibraltar) Ltd. 

(3754), Pacific Drilling Company Limited (4275), Pacific Sharav Korlátolt Felelősségű Társaság (4898), Pacific 

Drillship Nigeria Limited (0281), Pacific Drilling Finance S.À R.L., Pacific Drilling Limited, Pacific Drilling V 

Limited, Pacific Drilling VII Limited, Pacific Drillship S.À R.L., Pacific Mistral Ltd., and Pacific Santa Ana Limited. 
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3. On the date hereof (the “Petition Date”), each of the Debtors filed voluntary 

petitions in the United States Bankruptcy Court for the Southern District of Texas (the “Court”) 

commencing cases (the “Chapter 11 Cases”) for relief under of Title 11 of the United States Code, 

11 U.S.C. §§ 101–1532 (the “Bankruptcy Code”). 

4. I submit this declaration (the “Declaration”) to assist the Court and parties in 

interest in understanding the circumstances that compelled the commencement of the Chapter 11 

Cases and to support (a) the aforementioned petitions for relief, and (b) the emergency relief that 

the Debtors have requested from the Court pursuant to the motions and applications described 

herein (collectively, the “First Day Motions”).2 

5. The Debtors commenced these “prenegotiated” Chapter 11 Cases for the purpose 

of implementing an agreed restructuring of the Debtors’ 8.375% First Lien Notes due 2023 (the 

“Prepetition First Lien Notes”) and 11.0%/12.0% Second Lien PIK Notes due 2024 (the 

“Prepetition Second Lien PIK Notes”).  On the Petition Date (immediately prior to the filing of 

the voluntary petitions), the Debtors entered into a Restructuring Support Agreement (the “RSA”) 

with members of an ad hoc crossover group comprised of certain first and second lien creditors 

(the “Ad Hoc Crossover Group”) in addition to certain other second lien creditors.3  In the 

aggregate, creditors party to the RSA holding more than 72% of outstanding Prepetition First Lien 

Notes and more than 73% of outstanding Prepetition Second Lien PIK Notes.  As contemplated 

by the RSA, on the Petition Date, the Debtors filed the Joint Plan of Reorganization of Pacific 

Drilling S.A. and its Debtor Affiliates Pursuant to Chapter 11 of the Bankruptcy Code (the 

                                                 

2  The factual support for the First Day Motions is set forth in Exhibit A to this Declaration.  

3  A copy of the RSA is annexed hereto as Exhibit C.  
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“Plan”),4 and the Disclosure Statement for the Joint Plan of Reorganization of Pacific Drilling 

S.A. and its Debtor Affiliates Pursuant to Chapter 11 of the Bankruptcy Code (the “Disclosure 

Statement”) in order to effectuate the restructuring contemplated by the RSA in an expeditious 

and value-maximizing manner.   

6. Except as otherwise indicated, all facts set forth in this Declaration are based upon 

my personal knowledge, my discussions with other members of the Debtors’ management team 

and advisors (including legal counsel), my review of relevant documents and information 

concerning the Debtors’ operations, financial affairs, and restructuring process, or my opinions 

based upon my experience and knowledge.  If called as a witness, I could and would testify 

competently to the facts set forth in this Declaration.  I am over the age of 18 and authorized to 

submit this Declaration on the Debtors’ behalf. 

7. Part I of this Declaration provides an overview of the Debtors’ proposed 

restructuring.  Part II provides an overview of the Debtors’ business and organizational structure.  

Part III provides an overview of the Debtors’ prepetition capital structure and indebtedness.  Part 

IV provides an overview of the circumstances leading to the commencement of the Chapter 11 

Cases.  Part V summarizes the key terms of the proposed restructuring and the proposed timeline 

for the Chapter 11 Cases, and Part VI summarizes the relief sought in the First Day Motions and 

the bases for such relief. 

I. Overview 

8. The Debtors are commencing the Chapter 11 Cases after extensive discussions over 

the past several months with certain of their key creditor constituencies.  As a result of these 

                                                 

4  Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to such terms in 

the Plan. 
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negotiations, the Debtors entered into the RSA with the Ad Hoc Crossover Group and certain other 

holders of the Prepetition Second Lien PIK Notes.  Under the terms of the RSA, the Debtors, the 

Ad Hoc Crossover Group, and certain other holders of the Prepetition Second Lien PIK Notes 

agreed to the terms of a proposed plan of reorganization whereby over $1 billion of secured debt 

will be exchanged for equity (the “Restructuring”).  Specifically, the Restructuring contemplates 

the equitization of all amounts outstanding under the Debtors’ Prepetition First Lien Notes and 

Prepetition Second Lien PIK Notes and the financing of the Debtors’ ongoing business.  It is my 

understanding, based upon information contained in the Disclosure Statement (including the 

Company’s implied reorganization value), that such equitization will leave the holders of claims 

arising under the Prepetition First Lien Notes (the “First Lien Notes Claims”) impaired and the 

holders of claims arising under the Prepetition Second Lien PIK Notes (the “Second Lien Notes 

Claims”) substantially impaired.  Accordingly, there is insufficient value to provide any recovery 

to the Debtors’ unsecured creditors and equityholders. 

9. The Plan also contemplates the commencement of a parallel Cayman Islands 

insolvency proceeding in order to implement the Restructuring.  Prior to the Petition Date, PDSA, 

among other things, formed a new Cayman Islands subsidiary, Debtor Pacific Drilling Company 

Limited (“PDCL”), and contributed all of PDSA’s assets to PDCL in exchange for the equity 

interests in PDCL.  Consistent with PDSA’s debt documents,  PDCL became a secured guarantor 

of the Prepetition First Lien Notes and Prepetition Second Lien PIK Notes.  Beginning on October 

30, 2020, PDCL authorized and initiated steps necessary to commence a parallel insolvency 

proceeding in the Cayman Islands to effectuate and gain recognition of the Restructuring in the 

Cayman Islands (the “Cayman Proceedings”).  Pursuant to the terms of the Plan, PDSA’s 

common stock will no longer be listed on the New York Stock Exchange (“NYSE”), and PDSA 
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will take steps to expeditiously terminate its registration under the Securities Exchange Act of 

1934.  On the Plan Effective Date, reorganized PDCL will issue new equity (the “New PDC 

Equity”) to the holders of First Lien Notes Claims and Second Lien Notes Claims and will issue 

or execute all instruments, certificates, and other documents required to implement a new senior 

secured delayed draw term loan credit facility in the aggregate principal amount of up to $80 

million (the “Exit Facility”).    

10. The Debtors seek to obtain confirmation of the Plan as quickly as the Court’s 

schedule and requisite notice periods will permit.  In order to comply with milestones set forth in 

the RSA (the “Milestones”) and to emerge from bankruptcy as swiftly as practicable, the Debtors 

have proposed the following timetable: 

Event Date/Deadline 

Days After 

Petition Date 

Petition Date October 30, 2020 N/A 

Voting Record Date November 6, 2020 7 

Conditional Disclosure Statement Approval 

Hearing  

November 12, 2020 at 9:00 a.m. 

(Prevailing Central Time) 

13 

Commencement of Solicitation November 16, 2020 17 

Mailing of Ballots and Notice of Non-Voting 

Status  

November 18, 2020 19 

Mailing of Cure Notice November 23, 2020 24 

Deadline to file Plan Supplement December 4, 2020 35 

Objection Deadline for Cure Notices December 11, 2020 at 4:00 p.m. 

(Prevailing Central Time) 

42 

Objection Deadline for Plan and Disclosure 

Statement 

December 14, 2020 at 4:00 p.m. 

(Prevailing Central Time) 

45 

Voting Deadline  December 14, 2020 at 5:00 p.m. 

(Prevailing Central Time) 

45 

Deadline to file Proposed Confirmation Order December 18, 2020 49 

Plan and Disclosure Statement Reply Deadline December 18, 2020 at 4:00 p.m. 

(Prevailing Central Time) 

49 

Combined Hearing to Consider Approval of 

Disclosure Statement on Final Basis and 

Confirmation of Plan 

December 21, 2020 at 10:30 a.m. 

(Prevailing Central Time) 

52 
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11. Concurrent with the filing of this Declaration, the Debtors filed a motion seeking, 

among other things, (a) conditional approval of the Disclosure Statement and associated forms at 

a hearing to be held approximately 12 days after the Petition Date, and (b) to schedule a combined 

hearing to consider approval of the Disclosure Statement on a final basis and confirmation of the 

Plan (the “Disclosure Statement Motion”).  Under the terms of the RSA, holders of more than 

66.67% of First Lien Notes Claims and Second Lien Notes Claims agreed to vote to accept the 

Plan.  

12. Against the backdrop of the current depressed state of the oil industry and the 

attendant impact of such downturn on the Company’s business and value (all of which is discussed 

in depth below), the Restructuring proposed by the Debtors will maximize the value of the Debtors’ 

business for the benefit of the applicable stakeholders.  The Restructuring will leave the Debtors’ 

business intact and completely delevered, providing for the permanent reduction of over $1 billion 

of debt.  This deleveraging will enhance the Debtors’ long-term growth prospects and competitive 

position and allow the Debtors to emerge from the Chapter 11 Cases as reorganized entities better 

positioned to succeed in the drilling services industry. 

13. As set forth below, the Plan provides for a recovery to holders of First Lien Notes 

Claims and Second Lien Notes Claims in the form of stock, or a combination of stock and warrants, 

respectively.  As noted above, the recoveries leave the holders of First Lien Notes Claims impaired 

and the holders of Second Lien Notes Claims substantially impaired.  Distributions of common 

equity (and, as to one class of claims, warrants) in reorganized PDCL will allow the Debtors’ 

prepetition noteholders to participate in the potential future upside of the Debtors, as reorganized 

pursuant to the terms of the Plan (the “Reorganized Debtors”).  I believe that, under the 

circumstances, the Plan and all actions taken to effectuate the transactions described in the RSA 
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and the Plan (collectively, the “Restructuring Transactions”) represent the best outcome 

available to the Debtors and their stakeholders. 

14. Consummating the Restructuring in a timely manner, however, is of critical 

importance.  A swift and efficient Chapter 11 process is not only necessary to comply with the 

Milestones contained in the RSA but is also necessary to enable the Debtors to maintain their 

customer base and relationships with vendors and business partners.  Due to the Debtors’ lean 

management organization—which allows clients to have regular access to experienced, senior 

leadership with direct knowledge of Pacific Drilling’s day-to-day operations—customer trust has 

become integral to the success of the Debtors’ business.  The Debtors anticipate, however, that 

some of their competitors will seek to undermine customer trust so long as the Debtors’ Chapter 

11 Cases remain pending.  Additionally, many of the Debtors’ main competitors are already 

currently undergoing their own Chapter 11 processes putting the Debtors behind their competitors 

in being able to capture market share with a clean balance sheet upon emergence.  An expeditious 

emergence from Chapter 11 will minimize these and other adverse effects of the Chapter 11 filing 

upon the Debtors’ business. 

II. The Debtors’ Business and Organizational Structure 

A. The Debtors’ Business 

15. Pacific Drilling is an international offshore drilling contractor whose primary 

business is to contract its fleet of seven high-specification drillships to drill wells for clients in the 

global offshore oil exploration and production industry.  Pacific Drilling believes it owns and 

operates the only deepwater fleet comprised solely of sixth and seventh generation high-

specification drillships and that its fleet offers premium technical capabilities to its clients.  Pacific 

Drilling’s industry-leading operational performance is grounded in its core values, emphasis on 

client relationships, and entrepreneurial culture.  Pacific Drilling is committed to exceeding its 
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clients’ expectations by delivering the safest, most efficient and reliable deepwater drilling services 

in the industry. 

16. Pacific Drilling’s high-specification fleet consists of three seventh generation 

drillships—the Pacific Sharav and the Pacific Khamsin, both owned by Debtor Pacific Sharav 

Korlátolt Felelösségũ Társaság, and the Pacific Meltem, owned by Debtor Pacific Drilling VII 

Limited—and four sixth generation drillships—the Pacific Santa Ana, owned by Debtor Pacific 

Santa Ana Limited, the Pacific Bora, owned by Debtor Pacific Bora Ltd., the Pacific Scirocco, 

owned by Pacific Scirocco Ltd., and the Pacific Mistral, owned by Debtor Pacific Mistral Ltd.   

17. Pacific Drilling provides drilling services on a “dayrate” contract basis.  Under 

dayrate contracts, Pacific Drilling provides drillships and rig crews to customers in exchange for 

a fixed amount per day regardless of the number of days required to drill a given well.  Under 

certain contracts, Pacific Drilling may also provide additional third-party services integrated into 

the standard drilling contract, which result in additional revenue, costs and associated downtime 

risk.  The customer, not Pacific Drilling, bears substantially all of the ancillary costs of constructing 

the well and supporting drilling operations, as well as the economic risk and reward relative to the 

success of the well.   

18. Pacific Drilling’s drillships are long-lived assets, with an average useful life 

exceeding 25 years, and some of the newest and most technologically advanced drillships in the 

world.  During its useful life, the economic value of a drillship to Pacific Drilling can be expected 

to fluctuate up and down based on market circumstances—chiefly, the supply of and demand for 

drillships with similar well-construction capabilities.  These supply and demand factors are more 

important than the nominal age of the vessel in determining the economic value of the drillships 

to Pacific Drilling over the next decade.  Pacific Drilling does not rely on an outside company to 
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manage its fleet or provide offshore drilling services.  Instead, dedicated teams provide 

management and corporate services through wholly-owned non-Debtor subsidiaries.    

19. Further, neither PDSA nor any of the other Debtors have any employees of their 

own.  Rather, Pacific Drilling’s employees are employed by one of the following five non-Debtor 

subsidiaries of PDSA: Pacific Drilling Manpower, Inc. (“PDMI”), Pacific Drilling Manpower Ltd. 

(“PDML”), Pacific Drilling International Ltd. (“PDIL”), Pacific Drilling Manpower SARL 

(“PDMS”), and Pacific International Drilling West Africa Limited (“PIDWAL” and, together 

with PDMI, PDML, PDIL, and PDMS, the “Non-Debtor Employers”).  Specifically, as of 

October 21, 2020, the Non-Debtor Employers employ the following number of people at the 

following locations:  

Non-Debtor Employer Number of 

Employees 

Location of Employees 

PDMI 327 U.S. citizens working in the Gulf of 

Mexico and Houston. 

PDML 90 Non-U.S. citizens working outside the U.S. 

PDIL 22 U.S. citizens working outside the U.S. 

PDMS 2 European citizens working in Luxembourg. 

PIDWAL 2 Nigerian citizens working in Nigeria. 

 

20. As a service provider, Pacific Drilling’s employees are critical to delivering 

efficient operations for its clients and optimizing revenues.  Pacific Drilling’s drillships are 

manned by highly professional and experienced crews, and its office employees (including the 

Debtors’ senior management team) provide accounting, administrative, client, financial, legal, 

management, operational, safety, sales, technical, and other support services for Pacific Drilling 

from its operational headquarters in Houston, Texas and other offices around the world.  These 

employees, among other things, implement a complex system of management policies, procedures 

and processes to ensure a safe and efficient execution of drilling operations.  The system allows 

Pacific Drilling to coordinate the complex web of interdependent activities involved in deepwater 
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offshore drilling, including streamlined coordination and communication between the onshore and 

offshore teams.   

21. Pacific Drilling’s clients are large national, major or independent oil and gas 

companies, and have included Chevron Corporation, Eni S.p.A., Petroliam Nasional Berhad 

(“Petronas”), Total S.A. Group (“Total”), Equinor ASA (“Equinor”), Petróleo Brasileiro S.A., 

and Murphy Oil Corporation (“Murphy Oil”).  Deepwater exploration and production is a capital-

intensive and high-risk industry, with substantial investment required to effectively conduct 

operations.  Offshore production is an important component of the business of the largest energy 

production companies in the world and a major contributor to their profitability.  Pacific Drilling’s 

high-specification drillships are specifically designed to meet the requirements of these large, 

sophisticated customers.  Historically, the revenue earned from the operation of each drillship 

currently contracted is sufficient to pay the operating costs of such drillship in addition to a share 

of Pacific Drilling’s overhead and financing costs.   

22. Worthy of emphasis is the fact that the offshore contract drilling industry is highly 

cyclical and volatile.  The substantial drop in oil prices that began in 2014 resulted in a significant 

decline in drilling activity and an oversupply of high-specification floating rigs that, in turn, led to 

a significant decline in dayrates and lower utilization of drillships over the past few years—a trend 

that has only accelerated as a result of the COVID-19 pandemic and the oil market share war 

between the Organization of the Petroleum Exporting Countries (“OPEC”) and a group of oil 

producing nations led by Russia (as discussed in greater detail below).  These cycles have 

historically lasted five to ten years, with drillship utilization fluctuating from below 60% up to 

99%, and dayrates fluctuating from breakeven costs of approximately $130,000–$180,000 per day 

up to $700,000 per day.   
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B. The Debtors’ Current Fleet Status 

23. As discussed in greater detail below, the COVID-19 pandemic and the oil market 

share war have exacerbated the cycles in the deepwater drilling market.  As a result, the Debtors 

are experiencing a significant decrease in demand for their drillships.  Only three (of seven) of the 

Debtors’ drillships are currently operating under contracts for work, with one of those drillships 

finishing up its work and the two remaining drillships in “stand-by” mode.  Specifically, the Pacific 

Khamsin is currently operating for customers in the Gulf of Mexico under a contract with 

Equinor/Total that started in December 2019 at a dayrate of approximately $222,000, with the 

ongoing work with Total expected to end in early November 2020.  The Pacific Santa Ana is 

currently under a contract with a subsidiary of Petronas to perform integrated services for a plug 

and abandonment project estimated to last 350 days but, due to force majeure caused by the 

COVID-19 pandemic, is currently on stand-by at 35% of the contractual dayrate of approximately 

$296,000, inclusive of integrated services.  On September 30, 2020, Petronas provided notification 

that work for the rig will resume on January 1, 2021.  The Pacific Sharav is currently idle in the 

Gulf of Mexico awaiting commencement of its work in the second quarter of 2021 for Murphy Oil 

on a 10-well contract with an estimated duration of approximately 450 days with the option for 

five additional wells at a dayrate of $180,000.   
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24. As of the Petition Date, the status of Debtors’ fleet is as follows: 

Drillship Customer Location Contractual 
Dayrate 

Availability / Expected Availability 

Under Contract 

Pacific Khamsin Equinor/ 

Total 

USGoM $222,000  November 2020 

Pacific Santa Ana Petronas Mauritania $296,0005  September 2021 

 Current contract is on stand-by status 

until January 1, 2021 at 35% of the 

contractual dayrate 

Pacific Sharav Murphy USGoM $180,000  June 2022 
 Current contract estimated to 

commence in Q2 2021 
 Currently idle in the Gulf of Mexico 

Smart Stacked 

Pacific Bora --- Oman --- Immediate 

Pacific Mistral --- Las Palmas --- Immediate 

Pacific Scirocco --- Las Palmas --- Immediate 

Pacific Meltem --- Las Palmas --- Immediate 

 

C. The Debtors’ Organizational Structure and Recent History 

25. The Company began operations in 2006 as Pacific Drilling Limited, organized in 

Liberia (“PD Limited”).  With its business successes and acquisition of additional vessels, the 

Company grew rapidly.  On March 11, 2011, PDSA was formed as a new Luxembourg public 

limited liability company, and PD Limited became a wholly-owned subsidiary.  PDSA reached its 

peak market-implied equity value of approximately $2.7 billion in 2013.   

26. Because of the substantial drop in oil prices that commenced in mid-2014 and the 

consequential decrease in demand for the Company’s drillships, PDSA and certain of its affiliates 

(the “2017 Debtors”) filed voluntary Chapter 11 petitions in the United States Bankruptcy Court 

for the Southern District of New York on November 12, 2017 in cases styled as In re Pacific 

                                                 

5  Full contractual dayrate prior to application of standby rate.  
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Drilling S.A., et al., Case No. 17-13193 (MEW) (the “2017 Bankruptcy Proceedings”).  The plan 

of reorganization of certain of the 2017 Debtors6 was confirmed by the Findings of Fact, 

Conclusions of Law, and Order Confirming Fourth Amended Joint Plan of Reorganization for 

Pacific Drilling S.A. and Certain of its Affiliates Pursuant to Chapter 11 of the Bankruptcy Code, 

entered on November 2, 2018 [Docket No. 746].  Upon emergence of all of the 2017 Debtors 

(other than the Zonda Debtors) from the 2017 Bankruptcy Proceedings on November 19, 2018, 

the Company had $1.5 billion in new capital, before expenses, consisting of (a) approximately $1 

billion raised through the issuance of the Prepetition First Lien Notes and the Prepetition Second 

Lien PIK Notes, and (b) $500 million raised through the issuance of new common shares pursuant 

to a private placement and a separate equity rights offering.  

27. The corporate structure chart attached hereto as Exhibit B (the “Structure Chart”) 

provides a general overview of the current corporate structure and the relationship among PDSA 

and its Debtor and non-Debtor subsidiaries. 

28. As indicated on the Structure Chart, the Debtors are organized under the laws of 

several countries: the British Virgin Islands, Gibraltar, Hungary, Luxembourg, Liberia, the 

Cayman Islands, and the United States.  The Company maintains its principal executive office and 

registered office in Luxembourg and its operational headquarters in Houston, Texas, where its 

senior management team and the majority of its shore-based employees are located.  

                                                 
6  Two of the Company’s non-Debtor subsidiaries—Pacific Drilling VIII Limited and Pacific Drilling Services, 

Inc. (together, the “Zonda Debtors”)—were involved in an arbitration dispute and remain as debtors in the 

Company’s 2017 Bankruptcy Proceedings.  The Zonda Debtors filed their own plan of reorganization (the “Zonda 

Plan”) in those proceedings.  On October 15, 2020, the Zonda Debtors received notice that their application for 

permission to appeal the arbitration award that was rendered against them on January 15, 2020 was denied.  The 

Company expects that the Zonda Debtors will be liquidated in accordance with the terms of the Zonda Plan.  The 

Debtors do not believe the Zonda Debtors have any valid claims against the Debtors, but any claims that the Zonda 

Debtors may attempt to assert against the Debtors in these Chapter 11 Cases would be classified as General Unsecured 

Claims and receive no recovery under the Plan.  For information on the Zonda Plan, please visit the Zonda Debtors’ 

claims agent website at: https://cases.primeclerk.com/pacificDrilling/Home-Index. 
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29. PDSA owns, directly or indirectly, all of the equity of each of its subsidiaries, with 

the exception of four entities—(a) non-Debtor PIDWAL, which is a Nigerian joint venture that is 

49% owned by Debtor Pacific Drilling Operations Ltd. and 51% owned by third-party Derotech 

Offshore Services Limited (“Derotech”), a privately-held Nigerian registered limited liability 

company, (b) Debtor Pacific Drillship Nigeria Limited (“PDNL”), which is 0.1% owned by 

Debtor Pacific Drilling Limited (“PDL”) and 99.9% owned by PIDWAL, (c) Debtor Pacific Bora 

Ltd, which is 49.9% owned by PDL and 50.1% owned by PDNL, and (d) Debtor Pacific Scirocco 

Ltd, which is also 49.9% owned by PDL and 50.1% owned by PDNL. 

III. The Debtors’ Prepetition Capital Structure 

30. As of the Petition Date, the Debtors’ principal non-contingent liabilities consist of 

outstanding funded debt under the Prepetition First Lien Notes and the Prepetition Second Lien 

PIK Notes in an aggregate outstanding principal amount of $1.076 billion (the “Prepetition 

Debt”).7  The Debtors have no other funded indebtedness.  The following description of the 

Debtors’ Prepetition Debt is for informational purposes only and is qualified in its entirety by 

reference to the documents setting forth the specific terms of such obligations and their respective 

related agreements (the “Prepetition Debt Instruments”). 

31. As the ultimate parent holding company, PDSA directly or indirectly wholly owns 

all other Debtor and non-Debtor subsidiaries (other than, as discussed above, the subsidiaries partly 

owned by Derotech).  The Company cannot provide drilling services without the proper 

functioning of the Debtor subsidiaries that own or charter the drillships or that have borrowed, 

                                                 

7  Prior to the Petition Date, the Debtors repaid all outstanding amounts owed under that certain revolving credit 

agreement, dated as of February 7, 2020, by and among PSDA, as borrower, the lenders party thereto, and Angelo, 

Gordon Energy Servicer, LLC, as Administrative Agent (the “Revolving Credit Facility”).  As a result, the Revolving 

Credit Facility has been terminated. 
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issued or guaranteed the different facilities comprising the Prepetition Debt (the “Drillship 

Subsidiaries”). 

32. In addition to claims against PDSA, the various holders of the Prepetition Debt hold 

claims against various Drillship Subsidiaries, as well as certain other Debtor subsidiaries that have 

issued guarantees or granted limited recourse share pledges to such holders.  Claims against the 

Drillship Subsidiaries and the other guarantors under the Prepetition Debt Instruments are secured 

by the drillships and substantially all other assets of the Debtors.  

A. The Prepetition First Lien Notes 

33. As of the Petition Date, approximately $750 million in principal amount is 

outstanding under the Prepetition First Lien Notes issued by Pacific Drilling First Lien Escrow 

Issuer Limited, a private company limited by shares incorporated in the British Virgin Islands (the 

“First Lien Escrow Issuer”) under that certain Indenture dated as of September 26, 2018 (as 

amended, restated, modified, supplemented, or replaced from time to time in accordance with the 

terms thereof, the “First Lien Notes Indenture”), by and among the First Lien Escrow Issuer, the 

guarantors named thereunder, and Wilmington Trust, National Association (“Wilmington 

Trust”), as trustee and collateral agent.  Upon PDSA’s emergence from the 2017 Bankruptcy 

Proceedings, the First Lien Escrow Issuer merged into PDSA and PDSA assumed all obligations 

of the First Lien Escrow Issuer under the First Lien Notes Indenture. 

34. The Prepetition First Lien Notes mature on October 1, 2023, and bear interest at 

8.375% per annum.  Interest payments are due semi-annually on April 1 and October 1 of each 

year (subject to a thirty-day grace period).  The Prepetition First Lien Notes are jointly and 

severally and fully and unconditionally guaranteed on a senior secured basis by all of the 

Company’s subsidiaries other than a few of the non-Debtors, including the Zonda Debtors, the 

Non-Debtor Employers, and certain immaterial subsidiaries.   
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35. The Prepetition First Lien Notes are secured by first-priority liens on substantially 

all assets of the Company and the guarantors (other than certain excluded property), including 

(a) vessels, (b) books and records, (c) deposit accounts and the amounts contained therein, 

(d) assignments of proceeds of hull and machinery and loss of hire insurance, (e) assignments of 

earnings from drilling contracts, and (f) equity interests owned by the Company and the guarantors, 

in each case, subject to certain limited exceptions.  

B. The Prepetition Second Lien PIK Notes 

36. As of the Petition Date, approximately $326 million in principal amount is 

outstanding under the 11.000%/12.000% Prepetition Second Lien PIK Notes issued by Pacific 

Drilling Second Lien Escrow Issuer Limited, a private company limited by shares incorporated in 

the British Virgin Islands (the “Second Lien Escrow Issuer”) under that certain Indenture dated 

as of September 26, 2018 (as amended, restated, modified, supplemented, or replaced from time 

to time in accordance with the terms thereof, the “Second Lien Notes Indenture”), by and among 

the Second Lien Escrow Issuer, the guarantors named thereunder, and Wilmington Trust, as trustee 

and junior lien collateral agent.  Upon PDSA’s emergence from the 2017 Bankruptcy Proceedings, 

the Second Lien Escrow Issuer merged into PDSA and PDSA assumed all obligations of the 

Second Lien Escrow Issuer under the Second Lien Notes Indenture. 

37. The Prepetition Second Lien PIK Notes mature on April 1, 2024.  For each interest 

period, interest is payable, at the option of PDSA, (a) entirely in cash (“Cash Interest”), 

(b) entirely through the issuance of additional Prepetition Second Lien PIK Notes in a principal 

amount equal to the amount of interest then due and payable or by increasing the then outstanding 

aggregate principal amount of Prepetition Second Lien PIK Notes (“PIK Interest”) or (c) 50% as 

Cash Interest and 50% as PIK Interest.  Interest payments are due semi-annually in arrears on April 

1 and October 1 of each year (subject to a thirty-day grace period).   
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38. The Prepetition Second Lien PIK Notes are jointly and severally and fully and 

unconditionally guaranteed on a senior secured basis by all of PDSA’s subsidiaries that guarantee 

the Prepetition First Lien Notes and are secured by second-priority liens on all of the assets of the 

Company and the guarantors that also serve as collateral for the Prepetition First Lien Notes. 

C. Intercreditor Agreement 

39. The relationship between the holders of the Prepetition First Lien Notes, on the one 

hand, and the holders of the Prepetition Second Lien PIK Notes (and any future junior lien debt), 

on the other hand, is governed by an intercreditor agreement (the “Intercreditor Agreement”).  

Pursuant to the Intercreditor Agreement, the liens securing first lien debt are effectively senior in 

priority to the liens securing the junior lien debt.   

D. Common Equity 

40. Following the Company’s emergence from the 2017 Bankruptcy Proceedings, the 

NYSE relisted PDSA’s common shares, and such shares currently trade on the NYSE under the 

ticker symbol “PACD.”  Upon such emergence, seven institutions held approximately 86% of 

PDSA’s outstanding shares (such institutions, together with their affiliates, the “Major 2018 

Equityholders”).    

41. As of the date hereof, PDSA has approximately 75 million common shares issued 

and outstanding.  Based on publicly available information, three of the seven Major 2018 

Equityholders have sold all of their shares.  The four remaining Major 2018 Equityholders may 

own in the aggregate as much as 17.5% of PDSA’s outstanding shares.  On April 7, 2020, PDSA 

received notice from the NYSE that its shares did not satisfy the minimum $1.00 share price 

standard for continued listing of its common shares, which noncompliance is subject to a cure 

period extended by the NYSE until December 16, 2020.  The NYSE commenced the delisting of 

PDSA’s common shares on the Petition Date due to the filing of the Chapter 11 Cases. 
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IV. Circumstances Leading to the Commencement of the Chapter 11 Cases 

A. Challenges Facing the Debtors’ Business 

42. The Company strongly believed that the delevered balance sheet that it enjoyed 

following emergence from the 2017 Bankruptcy Proceedings positioned it for future economic 

success.  Indeed, since emerging from the 2017 Bankruptcy Proceedings, the Company’s 

management increased fleet utilization and operating efficiencies to the point that, prior to the 

COVID-19 pandemic, the Company forecasted achieving positive levered free cash flow by the 

second quarter of 2021.  But then the global pandemic hit, which—in conjunction with the oil 

market share war—caused a significant disruption to the Debtors’ business and, ultimately, 

required the Debtors to file for Chapter 11 protection.   

43. Since January 2020, international economies and financial markets—particularly, 

the oil and gas markets and, consequently, the offshore drilling industry—have been disrupted by 

(a) the global health crisis caused by the COVID-19 pandemic and (b) the impact from the failure 

of OPEC and a group of oil producing nations led by Russia to reach an agreement as to oil 

production cuts.  Indeed, the scope of the negative impact that the COVID-19 pandemic and the 

oil market share war have had on the offshore drilling industry cannot be overstated and is 

evidenced by, among other things, the fact that many of the Company’s peer competitors are also 

currently availing themselves of the protections afforded by Chapter 11.   

44. In an effort to reduce the spread of the pandemic, many jurisdictions around the 

world began, in March 2020, enacting stay-at-home orders, forcing non-essential businesses to 

close, and restricting air and land travel.  Inevitably, global demand for oil and gas declined 

significantly, resulting in substantial oil price declines.  Contemporaneous with the onset of the 

global pandemic, Russia and the OPEC nations engaged in a market share war that led to a surplus 

oil supply in the face of declining global demand.  Although Russia and the OPEC nations 
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ultimately reached an agreement to reduce the global oil supply by close to 10%, a dramatic 

disparity between the supply and demand of oil has nevertheless persisted, which disparity has led 

to a severe plunge in oil prices.  Oil producers have responded to the lower demand for oil and 

lower oil prices by cutting their 2020 capital budgets, with the Debtors’ clients generally cutting 

their budgets and cancelling or delaying until 2022 work that had been scheduled or awarded to 

the Debtors for 2020.   

45. The impact of these market conditions on the Debtors’ business has been direct and 

significantly negative.  As discussed above, prior to the COVID-19 pandemic and oil market share 

war, the Debtors had four of their seven drillships operating for customers during the first quarter 

of 2020 and were mobilizing a fifth rig, the Pacific Meltem, for an anticipated Gulf of Mexico 

contract.  The Pacific Bora and the Pacific Sharav completed their projects in early April 2020, 

and contract opportunities that the Debtors had expected to materialize in the form of follow-on 

work for the Pacific Sharav and the Pacific Bora, and the anticipated project for the Pacific 

Meltem, were all delayed until at least 2021.  The Pacific Santa Ana was operating through the 

first quarter of 2020 on a project for Petronas that was suspended due to the COVID-19 pandemic 

on March 29, 2020, and is now on stand-by until January 1, 2021 at 35% of its contractual dayrate.  

In addition, certain contracts for the Pacific Khamsin and Pacific Sharav have been cancelled in 

exchange for the payment of termination fees.   

46. The global pandemic has also impacted the Debtors’ day-to-day operations.  For 

example, as jurisdictions have closed airports and restricted air and land travel, the Debtors have 

faced challenges in effectuating crew changes on their rigs.  These closures and restrictions have, 

in some cases, required the Debtors to extend the work schedules of offshore workers past their 

scheduled time off or re-route travel for workers through the fewer open airports, resulting in 
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increased travel time, inconvenience and cost.  The Debtors also have been required to undertake 

extraordinary measures to keep their rigs sanitary and to ensure that their employees on the rigs 

are safe, including pre-boarding screening procedures and imposing a quarantine on each offshore 

employee and contractor prior to allowing them to return to work on the rig.   

47. In response to deteriorating market conditions, the Company implemented various 

initiatives to slow its rate of cash use and increase efficiency.  On April 1, 2020, the Company 

implemented a Company-wide 10-12% reduction in base salaries.  The Company also reduced by 

10% the retainer fees payable to its directors and laid off just over 50% of offshore workforce in 

addition to reductions or furloughs of onshore workers.  Finally, the Company has initiated other 

measures to reduce its rate of cash use, including (a) closing offices, (b) reducing rig cost, shore-

based office costs, operations support costs, and general and administrative expenses, and 

(c) undertaking other similar measures.  These initiatives have significantly reduced the 

Company’s operating expenses with the result that, since 2020, the Company’s total quarterly 

operating expenses (excluding depreciation and prepetition charges) have decreased by more than 

40% from $96 million to $57 million.   

48. Despite having implemented these initiatives and the reduction in operating 

expenses that stemmed therefrom, the Company no longer has a viable path to achieving positive 

free cash flow on a fully levered basis within the constraints of its currently available capital.  It is 

my view that, if the Company is not able to restructure its balance sheet through the Chapter 11 

process, the value of the Company will deteriorate further because the Company will not be well-

positioned to participate in market consolidation that is currently underway and expected to 

increase in the coming months and years.   
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B. Discussions with Stakeholders 

49. In March 2020, the Debtors began exploring various restructuring alternatives with 

their lenders and other stakeholders.  In the first half of 2020, the Company engaged Latham & 

Watkins, LLP, as its legal advisor, Greenhill & Co., as its investment banker, and AlixPartners, 

LLP, as its restructuring advisor, to assist the Company in evaluating various alternatives to 

address its longer-term liquidity outlook and capital structure.  During the second quarter of 2020, 

the Company and its advisors began negotiations with the Ad Hoc Crossover Group, represented 

by Akin Gump Strauss Hauer & Feld LLP and Houlihan Lokey, Inc., and certain other holders of 

the Prepetition Second Lien PIK Notes regarding a comprehensive restructuring of the Company’s 

capital structure.  The parties entered into non-disclosure agreements to allow such parties to 

conduct due diligence and, as part of that process, the parties began exchanging initial term sheets 

setting forth the proposed terms of a potential transaction. 

50. The Company did not make the approximately $31.4 million interest payment due 

on October 1, 2020 with respect to the Prepetition First Lien Notes and the approximately $19.6 

million PIK interest payment due October 1, 2020 with respect to the Prepetition Second Lien PIK 

Notes and used the 30-day grace period provided under the Indentures.  The Company’s election 

to use the grace period did not trigger a cross-default under any of the Company’s debt obligations.   

C. The RSA 

51. After engaging in extensive good-faith and arm’s-length negotiations with 

representatives of the Ad Hoc Crossover Group and certain other holders of the Prepetition Second 

Lien PIK Notes, shortly prior to commencing the Chapter 11 Cases, the Debtors, certain holders 

of the Prepetition First Lien Notes—which hold more than 72% of outstanding Prepetition First 

Lien Notes—and certain holders of the Prepetition Second Lien PIK Notes—which hold more than 
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73% of outstanding Prepetition Second Lien PIK Notes—agreed on the terms of the Restructuring 

as set forth in the RSA. 

52. The RSA is the result of extensive negotiations with the Ad Hoc Crossover Group 

and certain other holders of the Prepetition Second Lien PIK Notes, and provides for the 

reorganization of the Debtors as a going concern with a delevered capital structure and sufficient 

liquidity, including availability under the Exit Facility, to fund the Debtors’ post-emergence 

business plan.  As noted above, the Restructuring contemplates the elimination of over $1 billion 

of the Debtors’ funded debt obligations, resulting from the equitization of all amounts outstanding 

under the Prepetition First Lien Notes and Prepetition Second Lien PIK Notes. 

53. Under the RSA, each of the RSA signatories holding First Lien Notes Claims and/or 

Second Lien Notes Claims (together, the “Consenting Creditors”) severally (but not jointly and 

severally) has agreed to, among other things, and so long as the RSA has not been terminated: 

 negotiate in good faith and use commercially reasonable efforts to execute, deliver and 

implement definitive documents to which it is required to be a party and any other 

required agreements to effectuate and consummate the Restructuring Transactions;  

 support and cooperate with the Debtors to take all commercially reasonable actions 

necessary to consummate the Restructuring Transactions in accordance with the Plan 

and the terms and conditions of the RSA, and vote to exercise any powers or rights 

available to it (including in any board, shareholders’, or creditors’ meeting or in any 

process requiring voting or approval to which they are legally entitled to participate) in 

each case, in favor of any matter requiring approval to the extent necessary to 

implement the Restructuring Transactions; 

 support the Restructuring Transactions within the timeframes outlined in the RSA and 

in the definitive documents required to effectuate and consummate the Restructuring 

Transactions and vote in favor of the Plan all claims now or hereafter beneficially 

owned by such Consenting Creditor or for which it now or hereafter serves as the 

nominee, investment manager, or advisor for beneficial holders of claims (and not 

withdraw or revoke its vote with respect to the Plan except in accordance with the 

RSA); and 

 not object to, delay, impede, or take any other action that is reasonably likely to 

interfere with the acceptance, implementation, or consummation of the Restructuring 

Transactions.  
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54. Under the RSA, the Debtors have agreed to, among other things: 

 negotiate in good faith and use commercially reasonable efforts to execute, deliver, and 

implement definitive documents and any other required agreements to effectuate and 

consummate the Restructuring Transactions;  

 obtain any and all required governmental, regulatory, licensing, Court, or other 

approvals (including any necessary third-party consents) necessary to implement 

and/or consummate the Restructuring Transactions; and 

 support and take all commercially reasonable actions necessary to consummate the 

Restructuring Transactions in accordance with the RSA, including meeting the 

following Milestones, which are set forth in Section 4 of the RSA: 

o by 11:59 p.m. (prevailing Eastern Time) on October 31, 2020, the Petition Date 

shall have occurred;  

o on the Petition Date, the Debtors shall have filed the First Day Pleadings, the Plan, 

the Disclosure Statement, the Disclosure Statement Motion, and the Combined 

Motion (if applicable); 

o no later than 5 calendar days after the Petition Date, the Court shall have entered 

the interim Cash Collateral Order;  

o no later than 16 calendar days after the Petition Date, the Court shall have entered an 

order conditionally approving the Disclosure Statement; 

o no later than 30 calendar days after the Petition Date, the Court shall have entered 

the final Cash Collateral Order; 

o no later than 55 calendar days after the Petition Date, the Court shall have entered 

(a) the Confirmation Order, or (b) the Combined Order, if applicable; 

o no later than 59 calendar days after the Petition Date, and after entry of the 

Confirmation Order, the Cayman Islands court presiding over the Cayman 

Proceedings shall have entered all orders and confirmations (i.e., the sealed 

validation completing the Cayman Proceedings) relating to the Cayman 

Proceedings and such orders shall not be stayed, modified, revised, or vacated and 

shall not be subject to any pending appeal; and 

o no later than 61 calendar days after the Petition Date, the Plan Effective Date shall 

have occurred. 

Notably, Section 6.03(b) of the RSA makes clear that the Debtors have a fiduciary-out in the event 

a superior proposal arises (subject to certain procedures set forth in the RSA) and that the Debtors’ 

boards of directors can at all times act consistent with their fiduciary duties.  Specifically, Section 
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6.03(b) of the RSA provides that nothing in the RSA requires the Debtors or the board of directors, 

board of managers, or similar governing body of a Debtor, after consulting with counsel, to take 

any action or refrain from any action with respect to the Restructuring Transactions to the extent 

taking or failing to take such action would be inconsistent with or a violation of applicable law or 

its fiduciary obligations under applicable law, although any such action may result in termination 

rights set forth in the Restructuring Transactions.   

55. The RSA contains customary representations, warranties and covenants.  In 

addition, the RSA provides that the Plan will include customary releases (including consensual 

third party releases) to the fullest extent permitted by law for the benefit of, among other parties, 

the Debtors, the Consenting Creditors, the Backstop Parties, and certain other parties specified 

therein.  Moreover, such releases, as well as additional exculpation and indemnification provisions, 

including the third-party releases, are documented in Article VIII of the Plan.  As noted above, all 

holders of claims or interests will have the opportunity to opt out of the third-party releases set 

forth in Article VIII of the Plan. 

56. The RSA may be terminated (a) upon mutual written agreement, (b) if certain 

Milestones are not met, and (c) upon the occurrence and during the continuation of certain other 

events set forth in Section 10 of the RSA. 

57. The Debtors intend to use the centralized forum provided by Chapter 11 to 

effectuate their Restructuring, stabilize their business, establish sensible cash management 

arrangements, and provide information to all interested creditors and stockholders.  The Debtors 

seek to continue operations in the ordinary course and limit, to the full extent possible, capital 

expenditures in order to preserve value and emerge from their Chapter 11 Cases as a stronger go-

forward business. 
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V. The Key Terms of the Restructuring and the Proposed Timeline for the Chapter 11 

Cases 

A. The Restructuring 

58. The Plan contemplates the implementation of the Restructuring agreed to under the 

RSA through the following transactions: 

 on the Petition Date (immediately prior to the filing of the Debtors’ voluntary Chapter 

11 petitions), the Company commenced the process of effectuating the Cayman 

Proceedings for PDCL in order to gain recognition of the Restructuring in the Cayman 

Islands;  

 

 PDSA’s common stock will no longer be listed on the NYSE, and PDSA will terminate 

its registration under the Securities Exchange Act of 1934, as amended;  

 

 on the Plan Effective Date, the Reorganized Debtors will issue, in full satisfaction of 

allowed First Lien Notes Claims and Second Lien Notes Claims, 91.5% of the New 

PDC Equity to holders of First Lien Notes Claims and 8.5% of the New PDC Equity 

to holders of Second Lien Notes Claims (subject to dilution); and 

 

 on the Plan Effective Date, the Reorganized Debtors will execute all instruments, 

certificates, and other documents required to implement the Exit Facility and they shall 

enter into the Exit Facility. 

 

59. The holders of First Lien Notes Claims and Second Lien Notes Claims are the only 

creditors whose claims are both impaired and entitled to vote on the Plan.  With respect to the First 

Lien Notes Claims in an estimated amount of $786.5 million, the Plan provides that each such 

holder will receive (a) its pro rata share of 91.5% of the New PDC Equity, subject to dilution (the 

“Permitted Dilution”) on account of any equity issued, if any, pursuant to a management 

incentive plan and the New 2L Warrants (as defined below), and (b) cash sufficient to satisfy any 

accrued and unpaid Indenture Trustee fees and expenses pursuant to the First Lien Notes Indenture.  

As set forth in the Disclosure Statement, the Debtors and their advisors estimate that holders of 

First Lien Notes Claims will receive an economic recovery of approximately 82% on account of 

their claims.   
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60. With respect to the Second Lien Notes Claims in an estimated amount of $349.1 

million, the Plan provides that each such holder will receive (a) its pro rata share of (i) 8.5% of 

the New PDC Equity, subject to the Permitted Dilution and (ii) 7-year warrants to purchase its pro 

rata share of 15% of the New PDC Equity (the “New 2L Warrants”); and (b) cash sufficient to 

satisfy any accrued and unpaid Indenture Trustee fees and expenses pursuant to the Second Lien 

Notes Indenture.  As set forth in the Disclosure Statement, the Debtors and their advisors estimate 

that holders of Second Lien Notes Claims will receive an economic recovery of approximately 

32% on account of their claims.   

61. In light of the circumstances and impairment of the holders of Second Lien Notes 

Claims, neither holders of General Unsecured Claims, Intercompany Claims, nor Allowed 

Interests in PDSA (the “Existing Lux Beneficial Interests”) will receive any recovery on account 

of such claims and interests.  Because such creditors and interest holders are not receiving any 

recovery on account of their claims and interests, they are deemed to reject the Plan and therefore 

not entitled to vote on the Plan.  The Debtors intend, however, to seek first day relief that will 

allow them to pay the prepetition claims of those of their vendors who could assert maritime and 

other liens, foreign vendors, and certain critical vendors, as set forth on Exhibit A. 

62. As described in the Disclosure Statement Motion, assuming the Court grants 

conditional approval of the Disclosure Statement at the hearing scheduled for November 12, 2020, 

the Debtors will instruct Prime Clerk LLC, as their proposed solicitation agent, to mail the 

Disclosure Statement, together with all exhibits thereto, including the Plan (and the RSA, as 

Exhibit B to the Disclosure Statement), to holders of impaired claims entitled to vote on the Plan 

on the solicitation commencement date established by the Court, which date the Debtors hope will 

be in mid-November, and request that the voting creditors submit their ballots by the proposed 
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voting deadline approximately 25 days later (the “Voting Deadline”).  Based on my discussions 

with the Debtors’ advisors, the Voting Deadline that the Debtors intend to request from this Court 

will provide the holders of First Lien Notes Claims and Second Lien Notes Claims with adequate 

time to submit votes on the Plan.   

63. The Plan provides for, among other things, the following treatment of claims and 

interests that are not entitled to vote on the Plan: 

 Administrative Claims and Priority Tax Claims will be paid in full in Cash, or otherwise 

receive treatment consistent with the provisions of Section 1129(a)(9) of the 

Bankruptcy Code; 

 other Secured Claims will, at the election of the applicable Debtor(s) (with the consent 

of the Required Consenting First Lien Creditors) or Reorganized Debtor(s), receive 

(a) payment in full in Cash, (b) the collateral securing their claims, (c) reinstatement of 

their claims, or (d) such other treatment rendering their claims unimpaired in 

accordance with Section 1124 of the Bankruptcy Code;  

 General Unsecured Claims will receive no recovery on account of such claims and, on 

the Effective Date, will be cancelled, released, extinguished, and discharged;  

 remaining Intercompany Interests will be, at the option of the Debtors (with the consent 

of the Consenting Creditors) or the Reorganized Debtors, either reinstated or cancelled 

and released without any distribution;  

 Claims legally subordinated to General Unsecured Claims or Section 510(b) Claims 

will receive no recovery and all such claims will be cancelled, released, extinguished, 

and discharged; and  

 the Existing Lux Beneficial Interests will receive no distribution on account of such 

Interests, all such Interests will be cancelled, released, extinguished, and discharged, 

and title to such Interests will be deemed transferred to the Estate Representative or 

another Reorganized Debtor. 

64. In addition, the Plan contemplates the payment of fees and expenses incurred by 

the Debtors’ professionals (subject to approval of their respective retention applications and 

applicable fee applications) and advisors to the Ad Hoc Crossover Group. 
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B. Exit Financing 

65. The RSA also addresses the Debtors’ immediate and long term liquidity needs 

through the term sheet attached as Exhibit B to the RSA (the “Exit Facility Term Sheet”), which 

provides the material terms of the Exit Facility.  Specifically, the Exit Facility Term Sheet sets 

forth the terms and conditions under which certain holders of First Lien Notes Claims and the 

Backstop Parties (as defined in the Exit Facility Term Sheet) have committed to provide the Exit 

Facility consisting of a new senior secured delayed draw term loan credit facility in the aggregate 

principal amount of up to $80 million. 

66. The primary purpose of the Exit Facility and the loans thereunder is to provide the 

Debtors with postpetition liquidity upon emergence from the Chapter 11 Cases. 

C. Proposed Timeline for the Chapter 11 Cases 

67. As noted above, in accordance with the RSA, the Debtors are obligated to proceed 

with the implementation of the Plan pursuant to certain Milestones contained in the RSA.  Among 

the Milestones are the requirements that the Debtors commence the Chapter 11 Cases by no later 

than 11:59 p.m. on October 31, 2020 (which Milestone has, of course, now been satisfied), obtain 

confirmation of the Plan no later than 55 calendar days after the Petition Date, which will be 

December 24, 2020, and consummate the Plan by no later than 61 calendar days after the Petition 

Date, which will be December 31, 2020.  Contemporaneous with the filing of this Declaration, the 

Debtors have filed the Disclosure Statement Motion seeking entry of (a) an order setting a 

preliminary hearing (approximately 12 days after the Petition Date) at which conditional approval 

of the Disclosure Statement can be obtained and (b) a subsequent order conditionally approving 

the Disclosure Statement and related forms scheduling dates and deadlines in connection with the 

approval of the Disclosure Statement and confirmation of the Plan.   
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68. Critically, the Disclosure Statement Motion seeks approval of the Combined 

Hearing Notice, approval of the ballots to be sent to the voting classes, a cover letter accompanying 

the ballots, and the notice of non-voting status and opt-out opportunity.  Approval of these notices 

and forms on a conditional basis will put the Debtors on track to emerge from the Chapter 11 Cases 

on the timeline contemplated by the RSA, which will minimize the impact of the Chapter 11 Cases 

on the Debtors’ business.  The Debtors anticipate that notice of the confirmation hearing will be 

mailed to all known holders of claims and interests at least 28 days before the date by which 

objections to Confirmation must be filed with the Court.   

69. Achieving the various Milestones under the RSA is crucial to maintaining the 

support of the Ad Hoc Crossover Group and reorganizing the Debtors successfully.  Moreover, as 

noted above, an expeditious emergence from bankruptcy will minimize the adverse effects of the 

Debtors’ Chapter 11 Cases upon the Debtors’ business. 

VI. Relief Sought in the Debtors’ First Day Motions 

70. Contemporaneous herewith, the Debtors filed numerous First Day Motions in the 

Chapter 11 Cases seeking orders granting various forms of relief intended to provide stability and 

facilitate the Debtors’ continued operations and the efficient administration of the Chapter 11 

Cases, as well as ensuring the swift consummation of the Plan.  

71. The Debtors seek by the First Day Motions to, among other things, (a) ensure the 

continuation of their business operations and cash management system without interruption, 

(b) preserve valuable relationships with trade vendors and other creditors, and (c) through the relief 

sought in the Disclosure Statement Motion, schedule a combined hearing for the Court to consider 

the adequacy of the Disclosure Statement, approval of the Debtors’ solicitation procedures, and 

confirmation of the Plan.   
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72. I am familiar with the contents of each of the First Day Motions, and I believe the 

Debtors would suffer immediate and irreparable harm absent the ability to continue their business 

operations as sought in the First Day Motions.  In my opinion, approval of the relief sought in the 

First Day Motions will be critical to the Debtors’ efforts to reorganize through the Chapter 11 

Cases efficiently and with minimized disruptions to their business operations, thereby permitting 

the Debtors to preserve and maximize value and successfully emerge from Chapter 11 more 

competitively-positioned. 

73. In addition to the Disclosure Statement Motion (discussed above), the First Day 

Motions include: 

I. Administrative Motions 

A. Debtors’ Emergency Motion for Entry of an Order Directing Joint 

Administration of Related Chapter 11 Cases (the “Joint Administration 

Motion”); 

B. Debtors’ Emergency Motion for Entry of Order (I) Authorizing the Debtors to 

File a Consolidated Creditor Matrix and List of the Thirty (30) Largest 

Unsecured Creditors, (II) Waiving the Requirement to File a List of and Provide 

Notice to Equity Security Holders, (III) Authorizing the Debtors to Redact 

Certain Personal Identification Information, and (IV) Approving the Form and 

Manner of Notifying Creditors of the Commencement of the Chapter 11 Cases 

and Other Information (the “Creditor Matrix Motion”); 

C. Debtors’ Emergency Application for Entry of Order Authorizing the 

Employment and Retention of Prime Clerk LLC as Claims, Noticing, and 

Solicitation Agent (the “Prime Clerk Retention Application”); and 

D. Debtors’ Emergency Motion for Entry of an Order (I) Extending the Time to 

File Schedules of Assets and Liabilities, Schedules of Current Income and 

Expenditures, Schedules of Executory Contracts and Unexpired Leases, 

Statements of Financial Affairs, and Rule 2015.3 Financial Reports, and 

(II) Granting Related Relief (the “Statements Extension Motion”). 

II. Operational Motions 

A. Debtors’ Emergency Motion for Entry of Interim and Final Orders 

(I) Authorizing the Debtors to Utilize Cash Collateral; (II) Granting Adequate 
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Protection to the Prepetition Secured Parties; (III) Modifying Automatic Stay; 

and (IV) Granting Related Relief (the “Cash Collateral Motion”); 

B. Debtors’ Emergency Motion for Entry of Interim and Final Orders 

(I) Authorizing Continuation of Existing Cash Management System, Including 

Maintenance of Existing Bank Accounts, Checks, and Business Forms, 

(II) Authorizing Continuation of Existing Deposit and Investment Practices, 

(III) Authorizing Continuation of Intercompany Transactions, and 

(IV) Granting Administrative Expense Status to Certain Postpetition 

Intercompany Claims (the “Cash Management Motion”); 

C. Debtors’ Emergency Motion for Entry of an Order (I) Authorizing the Debtors 

to Honor and Incur Obligations Under Customer Contracts in the Ordinary 

Course, (II) Authorizing the Debtors to Enter into New Customer Contracts and 

(III) Granting Related Relief (the “Customer Contracts Motion”); 

D. Debtors’ Emergency Motion for Entry of an Order (I) Authorizing the Debtors 

to (A) Pay their Prepetition Insurance Obligations, and (B) Maintain their 

Postpetition Insurance Coverage; (II) Modifying the Automatic Stay to Permit 

the Employees of Non-Debtor Affiliates to Proceed with Workers’ 

Compensation Claims and Offshore Employee Claims Against the Debtors; and 

(III) Granting Related Relief (the “Insurance Motion”); 

E. Debtors’ Emergency Motion for Entry of Interim and Final Orders Authorizing 

(I) the Payment of the Prepetition Trade Claims of (A) Vendors Able to Assert 

Maritime and Other Liens, (B) Vendors Holding Claims Under 11 U.S.C. 

§ 503(b)(9), (C) Foreign Vendors, (D) Vendors with Outstanding Orders as of 

the Petition Date, and (E) Critical Vendors and (II) Banks to Honor Prepetition 

Checks and Fund Transfers for Authorized Payments (the “Prepetition Key 

Claims Motion”); 

F. Debtors’ Emergency Motion for Entry of an Order Authorizing Payment of 

Prepetition Taxes and Fees (the “Taxes and Fees Motion”); and 

G. Debtors’ Emergency Motion for Entry of Order (I) Prohibiting Utility 

Companies From Altering or Discontinuing Service on Account of Prepetition 

Invoices, (II) Approving Deposit as Adequate Assurance of Payment, and 

(III) Establishing Procedures for Resolving Requests by Utility Companies for 

Additional Assurance of Payment (the “Utilities Motion”). 

74. I have read and understand each of the First Day Motions and the relief requested 

therein.  A description of the relief requested and the facts supporting each of the First Day Motions 

is attached hereto as Exhibit A.  Based on my review, and to the best of my knowledge and belief, 

the factual statements contained in each of the First Day Motions are true and accurate and each 
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such factual statement is incorporated herein by reference.  I believe that the relief requested in the 

First Day Motions is necessary, in the best interests of the Debtors’ estates, their creditors, and all 

other parties in interest, and will allow the Debtors to operate with minimal disruption during the 

pendency of the Chapter 11 Cases.  Failure to grant the relief requested in any of the First Day 

Motions may result in immediate and irreparable harm to the Debtors, their businesses, and their 

estates.  Accordingly, for the reasons set forth herein and in each respective First Day Motion, the 

Court should grant the relief requested in each of the First Day Motions. 

[The remainder of this page intentionally left blank]
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing 

statements are true and correct to the best of my knowledge, information, and belief. 

Dated: October 30, 2020 

  Houston, Texas  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Pacific Drilling S.A. 

on behalf of itself and each of its Debtor 

Affiliates 

 

By:         _/s/ James W. Harris____________ 

Name:    James W. Harris 

Title:      Chief Financial Officer  
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Exhibit A 

Evidentiary Support for First Day Motions 
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EVIDENTIARY SUPPORT FOR FIRST DAY MOTIONS1 

1. In furtherance of the objective of preserving value for their estates, the Debtors 

have sought approval of the First Day Motions and related orders (the “Proposed Orders”), and 

respectfully request that the Court consider entering the Proposed Orders granting the relief 

requested in the First Day Motions.  For the avoidance of doubt, the Debtors seek authority, but 

not direction, to pay amounts or satisfy obligations with respect to the relief requested in any of 

the First Day Motions.   

2. I have reviewed each of the First Day Motions, Proposed Orders, and exhibits 

thereto (or have otherwise had their contents explained to me), and the facts set forth therein are 

true and correct to the best of my knowledge, information, and belief.  Moreover, I believe that the 

relief sought in each of the First Day Motions (a) is vital to enabling the Debtors to make the 

transition to, and operate in, Chapter 11 with minimal interruptions and disruptions to their 

business or loss of productivity or value and (b) constitutes a critical element in the Debtors’ ability 

to successfully maximize value for the benefit of their estates. 

I. Administrative and Procedural Motions 

A. Debtors’ Emergency Motion for Entry of an Order Directing Joint Administration 

of Related Chapter 11 Cases (the “Joint Administration Motion”)  

3. By the Joint Administration Motion, the Debtors respectfully request entry of an 

order directing the procedural consolidation and joint administration of their nineteen (19) Chapter 

11 Cases.  Because many of the motions, hearings, and orders in the Chapter 11 Cases will affect 

all Debtor entities, I believe that the joint administration of the Chapter 11 Cases will avoid the 

unnecessary time and expense of duplicative motions, applications, orders, and other pleadings, 

                                                 
1  Capitalized terms used but not defined herein shall have the meanings ascribed to them in the respective First 

Day Motions or the First Day Declaration. 
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thereby saving considerable time and expense for the Debtors and resulting in substantial savings 

for their estates.  Moreover, it is my understanding that joint administration will also allow the 

U.S. Trustee and all parties in interest to monitor the Chapter 11 Cases with greater ease and 

efficiency.  For these reasons, I believe that the relief requested in the Joint Administration Motion 

is in the best interests of the Debtors’ estates and, on behalf of the Debtors, respectfully submit 

that the Joint Administration Motion should be approved. 

B. Debtors’ Emergency Motion for Entry of Order (I) Authorizing the Debtors to File 

a Consolidated Creditor Matrix and List of the Thirty (30) Largest Unsecured 

Creditors, (II) Waiving the Requirement to File a List of and Provide Notice to 

Equity Security Holders, (III) Authorizing the Debtors to Redact Certain Personal 

Identification Information, and (IV) Approving the Form and Manner of Notifying 

Creditors of the Commencement of the Chapter 11 Cases and Other Information 

(the “Creditor Matrix Motion”) 

4. By the Creditor Matrix Motion, the Debtors respectfully request entry of an order 

(a) authorizing the Debtors to file a consolidated creditor matrix and list of the thirty (30) largest 

general unsecured creditors in lieu of submitting separate mailing matrices and creditor lists for 

each Debtor; (b) waiving the requirement to file a list of and provide notice directly to PDSA’s 

equity security holders; (c) authorizing the Debtors to redact certain personal identification 

information contained within the Creditor Matrix and other documents to be filed with the Court; 

and (d) approving the form and manner of notice of commencement of the Chapter 11 Cases and 

the scheduling of the meeting of creditors under Section 341 of the Bankruptcy Code. 

5. The preparation of separate lists of creditors for each Debtor would be expensive 

and unduly burdensome, and a large number of creditors may be shared among the Debtors.  For 

this reason, I believe that the Creditor Matrix and Top 30 List will reduce administrative costs and 

promote administrative efficiency. 

6. In addition, Pacific Drilling is a publicly-traded company with approximately 

75 million outstanding shares of actively-traded common stock as of the date hereof.  Pacific 
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Drilling does not maintain a list of its equity security holders and, therefore, must obtain the names 

and addresses of its shareholders from a securities agent.  I believe that preparing and submitting 

such a list with the last known addresses for each such equity security holder and sending notices 

to all such parties will create undue expense and administrative burden with limited corresponding 

benefit to the estates or parties in interest. 

7. I also believe that cause exists to authorize the Debtors to redact the home addresses 

of any individual creditors from any paper filed or to be filed with the Court—including the 

Creditor Matrix and Schedules and Statements—because, among other reasons, such information 

could be used to perpetrate identity theft or harass such individuals. 

8. Further, I believe that service of the single Notice of Commencement (rather than 

a notice served by each Debtor) on the Creditor Matrix will not only avoid confusion among 

creditors, but also will prevent the Debtors’ estates from incurring unnecessary costs associated 

with serving multiple notices to the parties listed on the Debtors’ extensive Creditor Matrix.   

9. For these reasons, I believe that the relief requested in the Creditor Matrix Motion 

is in the best interests of the Debtors’ estates and, on behalf of the Debtors, respectfully submit 

that the Creditor Matrix Motion should be approved. 

C. Debtors’ Emergency Application for Entry of an Order Authorizing the 

Employment and Retention of Prime Clerk LLC as Claims, Noticing, and 

Solicitation Agent (the “Prime Clerk Retention Application”)  

10. By the Prime Clerk Retention Application, the Debtors seek entry of an order 

authorizing the employment and retention of Prime Clerk LLC (“Prime Clerk”) as claims, 

noticing, and solicitation agent (“Claims and Noticing Agent”).   

11. As Claims and Noticing Agent, Prime Clerk will, among other tasks: (a) serve as 

the noticing agent to mail notices to the estates’ creditors, equity security holders, and parties in 

interest; (b) provide computerized claims, objection, solicitation, and balloting database services; 
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and (c) provide expertise, consultation, and assistance in claim and ballot processing and other 

administrative services with respect to the Chapter 11 Cases pursuant to the provisions of the 

engagement agreement attached the Prime Clerk Retention Application as Exhibit B 

(the “Engagement Agreement”). 

12. I understand that Prime Clerk’s professionals have experience in noticing, claims 

administration, solicitation, balloting, and facilitating other administrative aspects of Chapter 11 

cases and have experience in matters of this size and complexity.  I believe Prime Clerk is uniquely 

qualified to provide the Debtors with the services described in the Engagement Agreement and the 

Prime Clerk Retention Application (and the proposed order attached thereto) in a cost-effective 

manner because of, among other things, its role in connection with the Company’s 2017 

Bankruptcy Proceedings in which Prime Clerk was also retained as the claims and noticing agent, 

as well as administrative advisor.  Prime Clerk’s experience in those proceedings and its familiarity 

with the Debtors will maximize the efficacy and efficiency of Prime Clerk’s services as Claims 

and Noticing Agent. 

13. I believe that Prime Clerk’s retention is essential to the Chapter 11 Cases and that 

Prime Clerk is well-qualified to perform the services contemplated by the Engagement Agreement.  

Such services are necessary for the success of the Chapter 11 Cases and Prime Clerk will 

coordinate with the Debtors’ other professionals to avoid duplication of efforts that the Debtors 

would propose to retain in the Chapter 11 Cases.  I, therefore, believe that the undisputed fees and 

expenses incurred by Prime Clerk in the performance of it Services should be treated as 

administrative expenses of the Debtors’ estates and be paid in the ordinary course of business 

pursuant to the Engagement Agreement without further application to or order of the Court.  On 

behalf of the Debtors, I respectfully submit that the Prime Clerk Retention Application should be 
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granted and that failure to do so on an emergency basis would create undue expenses and 

administrative burden and severely disrupt the Debtors’ operations at this critical juncture. 

D.  Debtors’ Emergency Motion for Entry of an Order (I) Extending the Time to File 

Schedules of Assets and Liabilities, Schedules of Current Income and Expenditures, 

Schedules of Executory Contracts and Unexpired Leases, Statements of Financial 

Affairs, and Rule 2015.3 Financial Reports, and (II) Granting Related Relief (the 

“Statements Extension Motion”) 

14. By the Statements Extension Motion, the Debtors respectfully request entry of an 

order extending (a) the deadline by which the Debtors must file the their schedules of assets and 

liabilities, schedules of current income and current expenditures, schedules of executory contracts 

and unexpired leases, and statements of financial affairs (collectively, the “Schedules and 

Statements”) by an additional 45 days, for a total of 59 days from the Petition Date, through and 

including December 28, 2020, without prejudice to the Debtors’ ability to request additional 

extensions for cause shown; and (b) extending the deadline by which the Debtors must file their 

initial reports of financial information with respect to entities in which the Debtors hold a 

controlling or substantial interest as set forth in Federal Rule of Bankruptcy Procedure 2015.3 (the 

“2015.3 Reports”) to and including the later of (i) 15 days after the initial meeting of creditors to 

be held pursuant to Section 341 of the Bankruptcy Code (the “341 Meeting”) or (ii) 45 days from 

and after the Petition Date (i.e., December 14, 2021), or to file a motion with the Court seeking a 

modification of such reporting requirements for cause, without prejudice to the Debtors’ ability to 

request additional extensions for cause shown. 

15. I understand that the collection of the information needed to prepare the Debtors’ 

Schedules and Statements and 2015.3 Reports will require a significant expenditure of time and 

effort on the part of the Debtors and their employees.  Given the size and complexity of the Debtors’ 

business and financial affairs and the critical matters that the Debtors’ management and 

professionals were required to address prior to the commencement of the Chapter 11 Cases, the 
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Debtors were not in a position to complete the Schedules and Statements or the 2015.3 Reports as 

of the Petition Date.  Rather, over the last several months, the Debtors’ primary focus has been 

negotiating with creditors and preparing for the Chapter 11 Cases to ensure a smooth transition into 

Chapter 11, thereby maximizing value for their estates.  Moreover, extending the deadline to file 

the initial 2015.3 Reports will enable the Debtors to work with their financial advisors and the U.S. 

Trustee to determine the appropriate nature and scope of the reports and any proposed modifications 

to the reporting requirements established by Bankruptcy Rule 2015.3.   

16. For these reasons, I believe that the relief requested in the Statements Extension 

Motion is in the best interests of the Debtors’ estates and, on behalf of the Debtors, respectfully 

submit that the Statements Extension Motion should be approved. 

E. Debtors’ Emergency Motion for Entry of an Order (I) Scheduling Combined 

Hearing on (A) Adequacy of Disclosure Statement and (B) Confirmation of Plan; 

(II) Fixing Deadline to Object to Disclosure Statement and Plan; (III) Approving 

(A) Solicitation Procedures, (B) Form and Manner of Notice of Commencement, 

Combined Hearing, and Objection Deadline, and (C) Notice of Non-Voting Status; 

(IV) Approving Procedures for Assumption of Contracts and Leases and Form and 

Manner of Cure Notice; (V) Conditionally Approving Disclosure Statement; and 

(VI) Granting Related Relief (the “Disclosure Statement Motion”)  

17. By the Disclosure Statement Motion, the Debtors respectfully request entry of an 

order (a) scheduling the Combined Hearing on December 21, 2020, or as soon thereafter as the 

Court’s calendar allows, but not later than December 23, 2020; (b) establishing 

December 14, 2020, at 4:00 p.m. (Prevailing Central Time), as the deadline to file objections to 

the adequacy of the Disclosure Statement or confirmation of the Plan (the “Objection Deadline”); 

(c) approving the Solicitation Procedures (as defined below) with respect to the Plan, including 

the forms of Ballots and Cover Letters; (d) approving the form and manner of the Notice of Non-

Voting Status; (e) approving the form and manner of the Combined Notice of the commencement 

of the Debtors’ Chapter 11 Cases, the Combined Hearing and the Objection Deadline; 
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(f) approving the Assumption Procedures and the form and manner of the Cure Notice; and 

(g) conditionally approving the Disclosure Statement following a hearing to be held on November 

12, 2020. 

18. Below is a table highlighting the key dates relevant to the Solicitation Procedures 

and, subject to the Court’s calendar, setting forth the Debtors’ proposed dates for, among other 

things, the mailing of the Combined Notice, the Objection Deadline, and the Combined Hearing. 

Event Date/Deadline Days After Petition Date 

Petition Date October 30, 2020 N/A 

Voting Record Date November 6, 2020 7 days after Petition Date 

Conditional Disclosure 

Statement Approval 

Hearing 

November 12, 2020 at 9:00 a.m. 

(Prevailing Central Time) 

13 days after Petition Date 

Commencement of 

Solicitation 

(Mailing of Notice of 

Combined Hearing) 

November 16, 2020 

(Within one business day of entry of 

the Scheduling Order or as soon as 

practicable thereafter) 

17 days before Petition Date 

Mailing of Ballots and 

Notice of Non-Voting 

Status  

November 18, 2020  

(Within three business days of entry 

of the Scheduling Order or as soon 

as practicable thereafter) 

19 days after Petition Date 

Mailing of Cure Notice November 23, 2020 24 days after Petition Date 

Deadline to file Plan 

Supplement 

December 4, 2020 35 days after Petition Date 

Objection Deadline for 

Cure Notices 

December 11, 2020 at 4:00 p.m.  

(Prevailing Central Time) 

42 days after Petition Date 

Objection Deadline for Plan 

and Disclosure Statement 

December 14, 2020 at 4:00 p.m. 

(Prevailing Central Time) 

45 days after Petition Date 

Voting Deadline December 14, 2020 at 5:00 p.m.  

(Prevailing Central Time) 

45 days after Petition Date 

Deadline to file Proposed 

Confirmation Order 

December 18, 2020 49 days after Petition Date 

Plan and Disclosure 

Statement Reply Deadline 

December 18, 2020 at 4:00 p.m. 

(Prevailing Central Time) 

49 days after Petition Date 

Combined Hearing December 21, 2020 at 10:30 a.m. 

(Prevailing Central Time) 

52 days after Petition Date 

19. I believe the proposed schedule set forth in the Disclosure Statement Motion affords 

Holders of Claims and Interests and all other parties in interest ample notice of these Chapter 11 

Cases and the Combined Hearing.  Specifically, the proposed schedule affords approximately 
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thirty-five (35) days after the delivery of notice of the Confirmation Hearing for parties to evaluate 

their rights in respect of the Plan prior to the proposed Combined Hearing thereon and, therefore, 

no party in interest will be prejudiced by the requested relief. 

20. The Debtors additionally request that the Court approve the solicitation, balloting, 

tabulation, and related activities to be undertaken in connection with solicitation of the Plan, which 

are proposed to be commenced and completed on the timeline set forth in the Disclosure Statement 

Motion (collectively, the “Solicitation Procedures”).  I believe that the Solicitation Procedures 

(a) comply with the various applicable provisions of the Bankruptcy Rules, the Bankruptcy Code 

and applicable non-bankruptcy laws and (b) should be approved. 

21. Two Classes of Claims are impaired and entitled to vote to accept or reject the 

Plan—Class 3 First Lien Notes Claims and Class 4 Second Lien Notes Claims (together, the 

“Voting Classes”).  I understand that the Debtors propose that solicitation of votes from Holders 

in the Voting Classes be commenced within three (3) business days of entry of the Scheduling 

Order conditionally approving the Disclosure Statement or as soon as practicable thereafter (which 

the Debtors anticipate to by November 18, 2020) by transmitting copies of the solicitation package 

containing the Disclosure Statement, including the Plan and the other exhibits thereto, one or more 

Ballots, as applicable, and a Cover Letter, or causing the transmission of those materials, to each 

Holder in the Voting Classes (the “Solicitation Package”).  I believe that all Holders of Claims in 

the Voting Classes will have adequate time to consider the materials in the Solicitation Packages.   

22. The Plan provides that specific Classes of Claims against, and Interests in, the 

Debtors are not entitled to vote because they are presumed to either accept or reject the Plan 

(collectively, the “Non-Voting Classes” and the Holders of such Claims and Interests, 

collectively, the “Non-Voting Holders”).  Specifically, the Plan provides that Holders of Claims 
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in Class 1 Other Secured Claims and Class 2 Other Priority Claims are unimpaired.  In lieu of 

furnishing each of the Non-Voting Holders with a copy of the Plan and Disclosure Statement, the 

Debtors propose to send to such Non-Voting Holders a Combined Notice, which sets forth a 

summary of the Plan and the treatment of such Non-Voting Holders’ Claims or Interests, while 

setting forth the manner in which a copy of the Plan and the Disclosure Statement may be obtained. 

23. In addition, the Debtors propose to mail (or cause to be mailed) within three (3) 

business day of the entry of the Scheduling Order, or as soon as reasonably practicable thereafter, 

to each Non-Voting Holder as of the Voting Record Date a notice, substantially in the form 

annexed as Exhibit 2 to the Scheduling Order (the “Notice of Non-Voting Status”), which will 

include, among other things: (a) instructions as to how to view or obtain copies of the Disclosure 

Statement (including the Plan and the other exhibits thereto) and all other materials in the 

Solicitation Package (excluding Ballots and Cover Letters) from the Solicitation Agent free of 

charge and/or from the Court’s website via PACER; (b) notice of the Objection Deadline; 

(c) notice of the Combined Hearing; and (d) a disclosure regarding the settlement, release, 

exculpation, and injunction language set forth in Article VIII of the Plan.  I believe that the mailing 

of Notices of Non-Voting Status in lieu of Solicitation Packages satisfies the requirements of 

Bankruptcy Rule 3017(d).  I further believe that the Solicitation Procedures proposed by the 

Debtors and described herein with respect to the Non-Voting Classes comply with the Bankruptcy 

Code and should be approved on  a final basis.   

24. At the Conditional Approval Hearing, the Debtors will seek conditional approval 

of the Disclosure Statement and, at the Combined Hearing, the Debtors will seek approval of the 

Case 20-35212   Document 4-1   Filed in TXSB on 10/30/20   Page 10 of 41



 

 
US-DOCS\117404149.41 

Disclosure Statement.  I believe that the Disclosure Statement is extensive and comprehensive.  It 

contains descriptions of, among other things, the topics set forth in the following table: 

Topic Disclosure Statement Reference 

The Plan Article I 

Business Descriptions Article III 

Events Leading to the Chapter 11 Cases Article IV 

Anticipated Events During the Chapter 11 Cases Article VI 

Pending Litigation Article VII 

Risk Factors Article VIII 

Securities Law Disclosure Article X 

Federal Tax Law Consequences Article XI 

25. In addition, I believe that Local Rule 3016-2 and the Complex Case Procedures 

permit a plan proponent to move for conditional approval of a disclosure statement and a combined 

hearing to consider final approval of the disclosure statement and confirmation of the plan.  

Conditional approval of the Disclosure Statement and scheduling the Combined Hearing on an 

expedited timeline are warranted under the circumstances of these Chapter 11 Cases.  I believe 

that conditional approval of the Disclosure Statement is necessary to permit the Debtors to 

effectuate a solicitation of votes from Holders in the Voting Classes in a manner that adheres to 

the milestones set forth in the RSA.  Worthy of emphasis is the fact that the Debtors are not 

requesting that entry of the Scheduling Order be a final determination as to the adequacy of the 

Disclosure Statement.  Rather, the Debtors intend to seek such approval at the Combined Hearing.   

26. To facilitate assumption of their Contracts and Leases, the Debtors propose 

Assumption Procedures in the Disclosure Statement Motion.  I believe that approval of the 

Assumption Procedures and the Cure Notice as requested therein will allow Contract Parties 

sufficient time to review the Cure Notice and file any objections to Cure Amounts prior to the 

Combined Hearing.   
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27. For the reasons set forth above, I respectfully submit that the Court should approve 

the Disclosure Statement Motion. 

II. Financial and Operational Motions2 

A. Debtors’ Emergency Motion for Entry of Interim and Final Orders (I) Authorizing 

Continuation of Existing Cash Management System, Including Maintenance of 

Existing Bank Accounts, Checks, and Business Forms, (II) Authorizing 

Continuation of Existing Deposit and Investment Practices, (III) Authorizing 

Continuation of Intercompany Transactions, and (IV) Granting Administrative 

Expense Status to Certain Postpetition Intercompany Claims (the “Cash 

Management Motion”)  

28. By the Cash Management Motion, the Debtors respectfully request entry of interim 

and final orders (a) authorizing the Debtors to continue to maintain and use their existing Cash 

Management System, including maintenance of their existing Bank Accounts, checks, and 

business forms; (b) authorizing the Debtors to open and close Bank Accounts; (c) authorizing the 

Debtors to continue to maintain and use their existing deposit and investment practices; 

(d) granting the Debtors an extension of time for a period of 60 days from the Petition Date (i.e., 

until December 29, 2020) within which to comply with certain bank account and related 

requirements of the Office of the U.S. Trustee or make such other arrangement as agreed with the 

U.S. Trustee; (e) authorizing the Debtors to continue the Intercompany Transactions; (f) according 

administrative expense status to all postpetition Intercompany Claims arising from Intercompany 

Transactions; and (g) authorizing the Debtors to maintain the Credit Card Program. 

29. The Debtors oversee the collection, disbursement, and movement of cash from 

these operations through the Cash Management System, which manages the Company’s cash 

inflows and outflows through a number of Bank Accounts.  I understand that, as of the Petition 

                                                 
2  In addition to the following First Day Motions, the Debtors anticipate filing a motion requesting entry of 

interim and final orders authorizing the Debtors to utilize the cash collateral of their secured creditors.   
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Date, the Cash Management System includes a total of 52 Bank Accounts, the majority of which 

are located at Citibank, N.A. (“Citibank”).  The remainder of the Bank Accounts are located at 

Amegy Bank of Texas (“Amegy”), Credit Suisse Group AG (“Credit Suisse”), Guaranty Trust 

Bank (“GTB”), UniCredit S.p.A. (“UniCredit”), and Zenith Bank Plc (“Zenith” and, together 

with Citibank, Amegy, Credit Suisse, GTB, and UniCredit, the “Banks”).  I further understand 

that the majority of the Debtors’ cash is held by Debtor Pacific Drilling Holding (Gibraltar) 

Limited (“PDHGL” or the “Pool Leader”) in (a) a Bank Account (bearing an account number 

with the last four digits of 6053) (the “Citibank Pool Leader Account”) at Citibank, and (b) a 

Bank Account (bearing an account number with the last four digits of 9710) (the “Pool Leader 

Investment Account”) at Credit Suisse. 

30. I understand that, as of October 28, 2020, the pertinent information (including 

approximate balance) pertaining to each of the Debtors’ Bank Accounts is as follows: 

Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

Pool Leader Accounts 

Citibank Pool Leader 

Account 

Citibank – 6053 

Pacific 

Drilling 

Holding 

(Gibraltar) 

Limited 

$130 million 

The Debtors maintain the Citibank Pool Leader 

Account and a Bank Account at Amegy in the 

name of PDHGL (the “Amegy Pool Leader 

Account” and, together with the Citibank Pool 

Leader Account, the “Pool Leader Accounts”) 

to serve as the primary sources for making 

distributions to the Cash Pool Participants to 

fund their operations as necessary and thereby 

satisfy the Company’s financial obligations, as 

described in greater detail below.  The Pool 

Leader Accounts are funded through transfers 

from the Collections/Payments Accounts (as 

defined below) and Payment Accounts (as 

defined below).   

Amegy Pool Leader 

Account 

Amegy – 9915 

Pacific 

Drilling 

Holding 

(Gibraltar) 

Limited 

$1,500 
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Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

Pool Leader Investment Account 

Pool Leader 

Investment Account  

Credit Suisse – 9710 

Pacific 

Drilling 

Holding 

(Gibraltar) 

Ltd. 

$40 million 

The Debtors maintain the Pool Leader 

Investment Account to hold excess funds in a 

Bank Account that earns a higher interest rate 

than the Pool Leader Accounts, Payment 

Accounts, and Collections/Payment Accounts. 

The Debtors transfer excess cash from the Pool 

Leader Accounts to the Pool Leader Investment 

Account on a discretionary basis, as directed by 

the Pool Leader.  Approximately every two 

weeks, the Debtors estimate the amount of cash 

that needs to be left in the Pool Leader Accounts 

and transfers cash from the Pool Leader 

Investment Account to the Pool Leader 

Accounts, as needed. 

The Pool Leader Investment Account matures on 

November 9, 2020, at which time the funds 

contained therein will be transferred to the Pool 

Leader Accounts. 

Payment Accounts 

Debt Payment 

Account3 

Citibank – 6506 

Pacific 

Drilling S.A. 
$790,000 

The Debtors maintain sixteen Bank Accounts at 

Citibank, one Bank Account at Amegy, and two 

Bank Accounts at UniCredit (collectively, the 

“Payment Accounts”) to fund the Debtors’ daily 

business operations.  The Pool Leader manually 

transfers funds to the Payment Accounts from 

the Pool Leader Accounts (weekly or as needed) 

and then disburses those funds to pay the 

Company’s operating expenses.  When the 

Credit Card Account4 

Citibank – 1597 

Pacific 

Drilling 

Operations 

Limited 

$260,000 

                                                 

3  The Debtors maintain one Payment Account (bearing an account number with the last four digits of 6506) at 

Citibank (the “Debt Payment Account”) held in the name of Debtor Pacific Drilling S.A. (“PDSA”) to pay debts the 

Company owes to creditors. 

4  The Debtors maintain one Payment Account (bearing an account number with the last four digits of 1597) in 

the name of Debtor Pacific Drilling Operations Limited at Citibank Bank (the “Credit Card Account”) to pay the 

expenses of the Credit Card Program (as defined below).   
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Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

Citibank – 8001 
Pacific 

Drilling S.A. 
$81,000 

Payment Accounts contain excess cash, the Pool 

Leader, from time to time, transfers money to the 

Pool Leader Accounts.   

 

 

Citibank – 6239 
Pacific 

Drilling S.A. 
$5,000 

Citibank – 1036 

Pacific 

Drilling 

Finance S.À 

R.L. 

$40,000 

Citibank – 4001 

Pacific 

Drillship S.À 

R.L. 

$42,000 

Citibank – 4001 

Pacific 

Drilling 

Finance S.À 

R.L 

$6,000 

Citibank – 7001 

Pacific 

Sharav S.À 

R.L. 

$103,000 

Citibank – 5953 

Pacific 

Drilling, 

LLC 

$4.1 million 

Citibank – 1001 
Pacific Santa 

Ana Limited 
$83,000 

Citibank – 5516 

Pacific 

Drilling V 

Limited 

$200,000 

Citibank – 2087 

Pacific 

Drillship S.À 

R.L. 

$27,000 

Citibank – 9503 

Pacific 

Drilling VII 

Limited 

$515,000 
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Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

Citibank – 8814 
Pacific 

Scirocco Ltd. 
$0 

Citibank – 2281 

Pacific 

Sharav 

Korlátolt 

Felelősségű 

Társaság 

$140,000 

Citibank – 5524 

Pacific 

Sharav S.À 

R.L. 

$90,000 

Amegy – 8482 

Pacific 

Drilling, 

LLC 

$60,000 

UniCredit Waiver 

Account 

UniCredit – 0009 

Pacific 

Sharav 

Korlátolt 

Felelősségű 

Társaság 

HUF 7.2 

million 

UniCredit Waiver 

Account 

UniCredit – 0016 

Pacific 

Sharav 

Korlátolt 

Felelősségű 

Társaság 

$12,000 

Collections/Payments Accounts 

Citibank – 9405 
Pacific Bora 

Ltd. 
$255,000 

The Debtors maintain six Bank Accounts at 

Citibank and one Bank Account at Amegy 

(collectively, the “Collections/Payments 

Accounts”) for the purpose of receiving funds 

from customer receipts.  The Pool Leader 

manually transfers such funds from  the 

Collections/Payments Accounts to the Pool 

Leader Accounts, as needed, for later 

disbursement to the Payment Accounts.  The 

Collections/Payments Accounts are also on 

Citibank – 4545 

Pacific 

Drilling 

Operations, 

Inc. 

$555,000 

Citibank – 9413 
Pacific 

Mistral Ltd. 
$295,000 
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Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

Citibank – 9421 
Pacific 

Scirocco Ltd. 
$280,000 

occasion used to make payments directly to third 

parties to fulfill the Debtors’ operational expense 

obligations. On occasion, and as needed, the Pool 

Leader transfers funds from the Payment 

Accounts to the Collections/Payments Accounts. Citibank – 2612 
Pacific 

Drilling, Inc. 
$1,810,000 

Citibank – 2079 
Pacific Santa 

Ana Limited 
$1.8 million 

Restricted Cash Accounts 

Cash Collateral 

Account 

Citibank – 5852 

Citibank5 $6,110,000 

The Debtors have funds in Bank Accounts at 

Citibank that are solely reserved for third-parties 

(the “Restricted Cash Accounts”).  One 

Restricted Cash Account (bearing an account 

number with the last four digits of 5852) at 

Citibank (the “Cash Collateral Account”) 

secures (i) a letter of guarantee (the “Citibank 

LC”) owed to PC Mauritania 1 Pty Ltd. pursuant 

to a drilling contract and (ii) the Credit Card 

Program.   

Citibank – 4557 
Pacific 

Drilling S.A. 
$0 

Utilities Deposit Account 

Utilities Deposit 

Account 

Amegy – 4762 

Pacific 

Drilling 

Operations 

Inc. 

$80,000 

As described more fully in the Debtors’ 

Emergency Motion for Entry of Order 

(I) Prohibiting Utility Companies from Altering 

or Discontinuing Service on Account of 

Prepetition Invoices, (II) Approving Deposit as 

Adequate Assurance of Payment, and 

(III) Establishing Procedures for Resolving 

Requests by Utility Companies for Additional 

Assurance of Payment filed contemporaneously 

herewith, the Debtors have proposed to deposit 

$80,000 into a segregated, non-interest bearing 

Bank Account maintained at Amegy in the name 

of Pacific Drilling Operations Inc. (the “Utilities 

Deposit Account”).  The funds maintained in the 

Utilities Deposit Account are intended to provide 

the Debtors’ utility companies with additional 

                                                 

5  The Cash Collateral Account is not a Debtor account but, rather, is owned by Citibank.  The funds therein 

are held as collateral for the Debtors’ obligations under the Citibank LC and the Credit Card Program.   
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Account Name and 

Last Four Digits of 

Account Number 

Debtor 

Account 

Holder 

Approx. 

Balance as of 

October 28, 

2020 

Account Description 

assurance of payment for future services. 

 

31. I understand that the Cash Management System has three main components: 

(a) cash collection, (b) cash disbursement, and (c) intercompany transfers.  Pursuant to that certain 

Amended and Restated Cash Pooling Agreement dated as of September 2, 2020 (as may be 

amended, restated, supplemented, or otherwise modified from time to time, the “Cash Pooling 

Agreement”), the Debtors operate a cash pooling system (the “Cash Pool”) under which PDHGL, 

acting as Pool Leader for the other Debtor and non-Debtor entities party thereto (the “Cash Pool 

Participants”), gathers funds from the Collections/Payments Accounts and distributes such funds 

to the Cash Pool Participants to fund their operations as necessary.   

32. I understand that the typical flow of funds through the Cash Pool is as follows:  

(a) customer receipts—whether from drilling contracts, services agreements, third party and 

intercompany contracts or otherwise—are deposited into the applicable Collections/Payments 

Account of the entity that earns such revenue; (b) on a regular basis (weekly or as needed), the 

Pool Leader manually sweeps funds from the Collections/Payments Accounts into the Pool Leader 

Accounts; and (c) on a regular basis (typically every day or every other day), the Pool Leader 

distributes funds to the Payment Accounts from the Pool Leader Accounts so that the Company’s 

operating entities can fund their operations.  On occasion, the Pool Leader transfers such funds 

back to the Pool Leader Accounts so that such funds can be redistributed elsewhere, as needed. 

33. The Company uses the cash concentrated in the Cash Pool to satisfy all of the 

Company’s financial obligations, including to pay the debt, expenses, and payrolls of the Cash 

Pool Participants.  All payments to third parties are made from the Payments Accounts and 
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Collections/Payments Accounts with funds received directly from third-party receipts or 

transferred to such Bank Accounts from the Pool Leader Accounts.  I understand that, on average, 

the Debtors disburse approximately $19 million per month through the Cash Management System.   

34. I further understand that the Debtors undertake Intercompany Transactions with 

each other and their non-Debtor affiliates in the ordinary course of business that may result in 

Intercompany Claims.  The Intercompany Transactions are frequently conducted pursuant to the 

Debtors’ arrangements (both formal and informal) relating to the provision of drilling services.  

The Intercompany Transactions are made to (a) fund the Non-Debtor Payroll Obligations; 

(b) reimburse certain Debtors and non-Debtors for various expenditures associated with their 

business; (c) fund the Bank Accounts for general corporate and capital expenditures; and 

(d) transfer funds to or from the Cash Pool.  Pursuant to the Cash Pooling Agreement, unless 

otherwise designated or classified by the Pool Leader or the applicable Cash Pool Participant, each 

transfer of excess cash from a Pool Leader Account to a Payment Account and vice versa is 

considered to be an interest-free, payable on demand, loan (unless otherwise specified in a separate 

loan agreement) from the transferring entity to the entity receiving such cash.  It is my 

understanding that all of the Debtors’ Intercompany Claims are reflected in the Debtors’ books 

and records as intercompany receivables and payables, and the Debtors track all fund transfers 

within their Cash Management System and can ascertain, trace, and account for all Intercompany 

Transactions.   

35. To the extent necessary, the Pool Leader funds shortfalls in non-Debtor Bank 

Accounts by creating an intercompany loan from a Pool Leader Account to the relevant non-Debtor 

Bank Account.  I believe the Debtors should be authorized to make advances from the Pool Leader 
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to these non-Debtor Bank Accounts during the Chapter 11 Cases so long as the aggregate amount 

in such Bank Accounts does not exceed $10 million in U.S. Dollar equivalent at any time.   

36. It is my view that, if the Intercompany Transactions were to be discontinued, the 

Cash Management System and the Debtors’ operations would be significantly disrupted to the 

detriment of the Debtors, their creditors, and other stakeholders.  To require the Debtors to adopt 

a new cash management system at this early and critical stage in the Chapter 11 Cases would be 

expensive, impose needless administrative burdens, and cause undue disruption.   

37. I also understand that the Debtors pay certain fees to the Banks related to the costs 

of administering their Bank Accounts (the “Bank Fees”).  The Debtors estimate that 

approximately $45,000 of accrued but unpaid Bank Fees are outstanding as of the Petition Date.  I 

believe the Debtors should be authorized to pay outstanding prepetition Bank Fees and to continue 

to pay the Bank Fees as they become due in the ordinary course.   

38. I am confident that (a) the Debtors will be able to work with the Banks to ensure 

that the goal of separation between the prepetition and postpetition periods is observed, and 

(b) enforcement of certain of U.S. Trustee Guidelines would disrupt the Debtors’ operations and 

impose a financial burden on the Debtors’ estates.  Specifically, I believe it would be onerous, 

unnecessarily inconvenient, and would fail to produce any realizable benefits to the Debtors’ 

estates to require the Debtors to close all of the Bank Accounts and open new debtor-in-possession 

accounts.   I also believe that it would be unnecessary and inefficient to require the Debtors to 

abide by the U.S. Trustee Guidelines to (a) establish specific debtor-in-possession accounts for tax 

payments (including payroll taxes) and to deposit in such accounts sufficient funds to pay any tax 

liability (when incurred), whether associated with the Debtors’ payroll or other tax obligations, 

and (b) change their existing checks, correspondence, and other business forms.  Therefore, I 
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believe that the Debtors should be granted an extension of time to comply with the U.S. Trustee 

Guidelines.   

39. I further believe the Debtors should be authorized to implement such reasonable 

changes to the Cash Management System as the Debtors may deem necessary or appropriate, 

subject to the consent of the Ad Hoc Crossover Group, including, without limitation, closing any 

Bank Account and opening any New Accounts following the Petition Date wherever the Debtors 

deem that such accounts are needed or appropriate. 

40. As part of the Cash Management System, the Debtors administer credit cards to 

non-Debtor employees to pay for travel and other business expenses of the non-Debtor employees 

employed by the Non-Debtor Employers (the “Credit Card Program”).  There are currently 23 

credit cards issued under the Credit Card Program, 20 of which are given to the Debtors’ executives 

and management to pay for meals and other business related expenses, and three of which are held 

by the Company itself to book all employee-related airfare, hotel, and other travel expenses 

through the Company’s travel agent, Griffin Americas.  I understand that the Debtors pay the 

expenses of the Credit Card Program, including the respective credit card balances, from the Credit 

Card Account, and that the Credit Card Program is secured by $500,000 held in the Cash Collateral 

Account.  The Company’s average monthly expenditure under the Credit Card Program ranges 

from approximately $100,000 to $500,000, and has approximated $100,000 for each of the past 

three months.  I believe the Credit Card Program is critical to the Debtors’ ability to carry out their 

ongoing operations without disruption because it enables the employees of the Non-Debtor 

Employers to travel to drillships across the world and to pay for small but critical expenses incurred 

in the daily operations of the Company’s business without undue delay.  
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41. Based on my experience and understanding, the Cash Management System is 

comparable to the cash management systems used by similarly-situated companies.  I believe that 

immediate and irreparable harm would result if the relief requested in the Cash Management 

Motion is not granted, as continuity of the Cash Management System is critical to the Debtors’ 

ongoing business operations.  I further believe that to require the Debtors to adopt a new cash 

management system at this early and critical stage would be expensive, impose needless 

administrative burdens, and cause undue disruption.  Any disruption in the collection and 

disbursement of funds as currently implemented would adversely (and perhaps irreparably) affect 

the Debtors’ ability to operate effectively during the pendency of these Chapter 11 Cases and 

maximize estate value.   

42. For these reasons, I believe that the relief requested in the Cash Management 

Motion is in the best interests of the Debtors’ estates and will enable the Debtors to continue to 

operate their business in Chapter 11 without disruption.  Accordingly, on behalf of the Debtors, I 

respectfully submit that the Cash Management Motion should be approved. 

B. Debtors’ Emergency Motion for Entry of an Order (I) Authorizing the Debtors to 

Honor and Incur Obligations Under Customer Contracts in the Ordinary Course, 

(II) Authorizing the Debtors to Enter into New Customer Contracts and 

(III) Granting Related Relief (the “Customer Contracts Motion”) 

43. By the Customer Contracts Motion, the Debtors respectfully request entry of an 

order authorizing them to honor and incur obligations under their Customer Contracts in the 

ordinary course and to enter into New Customer Contracts.  It is my view that the Debtors’ 

operating revenues are highly dependent on maximizing the utilization of their rigs through their 

Customer Contracts—i.e., drilling contracts and other agreements entered into with their 

Customers, which are large national, major or independent oil and gas companies. 
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44. From time to time, in the ordinary course of business, the Debtors are required to 

provide certain of their Customers with Security Obligations, such as bank guarantees and 

indemnification obligations.  In addition, as part of the bidding process for New Customer 

Contracts, the Debtors must occasionally provide, in the ordinary course of business, Bid 

Collateral, such as bid bonds, letters of credit, or other collateral.  I understand that, historically, 

Bid Collateral posted by the Debtors has ranged from $1 million to $5 million.  Further, some 

Customer Contracts permit the Customer to seek Additional Assurances from the Debtors in the 

form of, for example, letters of credit, third party performance guarantees, or other forms of 

acceptable financial protection, some of which may be cash collateralized by the Debtors.   

45. Currently, the Debtors have only three Existing Customer Contracts under which 

they perform services.  Specifically, the Pacific Khamsin is currently operating for customers in 

the Gulf of Mexico under a contract with Equinor and Total that started in December 2019 at a 

dayrate of approximately $222,000.  The current ongoing work with Equinor/Total is expected to 

end in November 2020.  The Pacific Santa Ana has a contract with PC Mauritania I Pty Ltd to 

perform integrated services for a “plug and abandonment” project estimated to last 350 days.  The 

current phase of the project commenced on December 10, 2019 but was suspended for Force 

Majeure on March 29, 2020.  The drillship is currently on stand-by at 35% of the contractual 

dayrate of approximately $296,000, inclusive of integrated services, and has received notice to 

remobilize and recommence work on January 1, 2021, with approximately 240 days remaining 

until project completion.  The Pacific Sharav is currently idle in the Gulf of Mexico awaiting 

commencement of its work in the second quarter 2021 under a contract with Murphy Oil 

Corporation on a 10-well contract for an estimated duration of approximately 450 days, with the 

option for five additional wells, at a dayrate of $180,000.   
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46. I believe that maintaining the Existing Customer Contracts and confirming the 

ability to execute extension options thereto, as well as the ability to attract, seek, enter into, and 

secure New Customer Contracts at competitive dayrates is critical to the Debtors’ long-term 

success and viability.  The termination or cancellation of Existing Customer Contracts or the 

failure to execute New Customer Contracts would dramatically reduce revenue.  Even short-term 

interruptions of drilling activity can leave the Debtors with lost revenue or give rise to Customer 

termination rights and litigation, thereby threatening the Debtors’ ability to successfully 

reorganize.  The loss of Customer Contracts could also lead to increased costs to the extent the 

Debtors’ drillships must be “stacked” because they have no contracts to fulfill.  When stacked, 

drillships do not produce revenues, but continue to require cash expenditures for crews, fuel, 

insurance, berthing and associated items. 

47. The Debtors’ obligations under the Customer Contracts and in connection with 

bidding for and entering into New Customer Contracts, including payment of Marketing Agent 

Fees, posting of Bid Collateral and providing Security Obligations and Additional Assurances, 

occur in the ordinary course of business.  Further, any delays from entering into New Customer 

Contracts stemming from the Debtors’ bankruptcy may prevent the Debtors from winning future 

bids and expose the Debtors to potential liability.  I believe that the relief sought in the Customer 

Contracts Motion will address potential concerns from Customers and bank counterparties 

regarding the Debtors’ ability to perform and incur Customer Contract-related obligations in the 

ordinary course of business following the commencement of the Chapter 11 Cases. 

48. While I believe that the Debtors’ estates will not be harmed by the Court’s 

confirmation of the Debtors’ ability to honor and incur obligations under Customer Contracts,  

enter into New Customer Contracts, and extend Existing Customer Contracts, the Debtors’ 
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inability to do so could lead to the loss of Customers, the deterioration of goodwill and irreparable 

harm to the Debtors’ business and revenues.  For these reasons, I believe that the relief requested 

in the Customer Contracts Motion is in the best interests of the Debtors’ estates and will enable 

the Debtors to continue to operate their business in Chapter 11 without disruption.  Accordingly, 

on behalf of the Debtors, I respectfully submit that the Customer Contracts Motion should be 

approved. 

C. Debtors’ Emergency Motion for Entry of an Order (I) Authorizing the Debtors to 

(A) Pay their Prepetition Insurance Obligations and (B) Maintain their Postpetition 

Insurance Coverage; (II) Modifying the Automatic Stay to Permit Employees of 

Non-Debtor Affiliates to Proceed with Workers’ Compensation Claims and 

Offshore Employee Claims Against the Debtors; and (III) Granting Related Relief 

(the “Insurance Motion”)  

49. By the Insurance Motion, the Debtors respectfully request entry of an order 

authorizing the Debtors to (a) continue to administer insurance coverage currently in effect and 

pay all amounts on account of Prepetition Insurance Obligations owed under or with respect 

thereto, including any fees (such fees, the “Insurance Brokers’ Fees”) due to the Debtors’ 

Insurance Brokers (as defined below) to the extent the Debtors determine that such payments are 

necessary or appropriate; (b) pay, in the ordinary course of business, all postpetition premiums, 

administrative fees, taxes, charges, deductibles, and other obligations (including any postpetition 

Insurance Brokers’ Fees) relating to the insurance coverage and related programs, and any other 

additional, revised, or supplemental insurance policies or programs obtained by the Debtors 

(together with the Prepetition Insurance Obligations, the “Insurance Obligations”) as such 

payments become due; and (c) renew, revise, extend, supplement, change, terminate or replace the 

Debtors’ Insurance Policies and all other aspects of the Debtors’ insurance coverage program as 

needed in the ordinary course of business. 
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50. In the ordinary course of business, the Debtors maintain an Insurance Program that 

provides millions of dollars of insurance coverage for the Company’s worldwide operations.  

Through distinct Insurance Policies administered by multiple third-party Insurance Carriers, the 

Insurance Program covers, among other things, a marine package, accelerated cost of construction 

insurance, protection and indemnity liability (the “Protection and Indemnity Policy”),6 general 

commercial liability, hired and non-owned automobile liability, directors and officers liability, 

maritime employers liability, fiduciary liability, non-owned aviation liability, foreign casualty 

insurance, and workers’ compensation and employer liability.  To procure and maintain the 

Insurance Program, the Debtors pay certain premiums that are fixed at the beginning of the period 

during which the Debtors are insured (the “Policy Period”) and other premiums that can be 

renegotiated during the Policy Period at the Debtors’ sole election.   

51. I understand that the Insurance Program is currently managed through two 

insurance brokers: McGriff Seibels & Williams (“McGriff”) and Lloyd & Partners (“Lloyd” and, 

together with McGriff, the “Insurance Brokers”).  The Insurance Brokers, among other things, 

assist the Debtors in determining the appropriate types and amounts of insurance coverage for their 

business and assets and then negotiate with insurance companies on the Debtors’ behalf to procure 

the optimal policies.  For services rendered to the Debtors in 2020, the Debtors will pay McGriff 

quarterly fees totaling approximately $320,000, and will pay Lloyd quarterly fees totaling 

approximately $200,000.  As of the date hereof, in 2020, the Debtors have paid $240,000 in fees 

to McGriff and $150,000 in fees to Lloyd.  I understand that the coverage obtained with the 

assistance of the Insurance Brokers has allowed the Company to operate its business in a 

                                                 

6  This includes liability associated with offshore employees under international and domestic maritime laws, 

such as 46 U.S.C. § 688 (the “Jones Act”).  The Jones Act governs the liability of vessel operators and marine 

employers for the work-related injuries or deaths of employees and permits seamen to seek compensation for certain 

injuries incurred during the course of their employment on a vessel. 
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reasonable and prudent manner, and to realize savings in the procurement of such Insurance 

Policies.   

52. I am aware that certain of the Insurance Policies provide coverage to both the 

Debtors and their non-Debtor affiliates and their respective assets.  Furthermore, the Debtors, in 

the ordinary course of business, pay the required premiums and account for their non-Debtor 

subsidiaries’ share of the shared Insurance Policies’ premiums through the creation of 

intercompany obligations owed to a Debtor by the relevant non-Debtor subsidiary.  I am also aware 

that, in certain instances, the Debtors pay the premiums on certain Insurance Policies that provide 

coverage exclusively to non-Debtor subsidiaries.  An intercompany payable is created on account 

of the Debtors’ payments in these instances.   

53. It is my view that, by obtaining the required insurance coverage for the Debtors and 

non-Debtor subsidiaries on a combined basis, the Debtors have been able to realize substantial 

savings and efficiencies in the cost of their Insurance Policies, which ultimately inure to the 

Debtors’ benefit.  I believe that, where Insurance Policies cover both Debtors and non-Debtor 

subsidiaries, it would not be feasible to separate out the Debtors’ operations and other insurance 

needs, on the one hand, from those of their non-Debtor subsidiaries, on the other hand, and it would 

not be possible to obtain new separate insurance coverage for the Debtors or their non-Debtor 

subsidiaries at a reasonable cost or within a reasonable time frame without exposing the Debtors 

and their operations to significant risk of disruption and increased expense from any material 

disruption of the Insurance Policies. 

54. I also understand that the Company maintains (a) the Workers’ Compensation 

Policy, which provides the Company with coverage for onshore employees’ claims arising from 

or related to employment by one of the non-Debtors (“Workers’ Compensation Claims”), and 
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(b) the Protection and Indemnity Policy, which provides the Company with coverage for offshore 

employees claims’ arising from or related to work-related injury or illness, such as those arising 

under the Jones Act (the “Offshore Employee Claims”).  I understand that, depending on the 

nationality of the offshore employee and the location of the Company’s drillship at the time of 

such employee’s injury, different laws may apply.  If U.S. law applies, an injured or ill offshore 

employee may be considered a seaman entitled to a claim under the Jones Act.  General maritime 

law (a) requires the Company to provide maintenance and cure benefits to all injured or ill workers 

eligible for protection under the Jones Act until they reach maximum medical improvement and 

(b) imposes punitive damages for bad faith failure to provide such benefits.  In the ordinary course 

of business, the Company pays maintenance and cure fees to offshore employees eligible for 

protection under the Jones Act until they reach maximum medical improvement.   

55. I believe that maintenance of insurance coverage under the various Insurance 

Policies on an uninterrupted basis is essential to the continued operation of the Debtors’ business 

and is required under the Operating Guidelines, the federal laws and regulations applicable to the 

Company’s business, the laws of the various states in which the Debtors operate, and the Debtors’ 

various contractual commitments.  I further believe that the Debtors’ maintenance of their 

relationships with the Insurance Carriers and the Insurance Brokers is critical to ensuring the 

continued availability of insurance coverage and reasonable pricing of such coverage for future 

policy periods.  Accordingly, I believe the Debtors should be authorized to (a) pay to the Insurance 

Carriers or the Insurance Brokers, as applicable, any prepetition premiums, taxes, charges, fees, 

and other Insurance Obligations owed under or with respect to the Insurance Program or Insurance 

Policies as such obligations come due in the ordinary course of the Company’s business; 
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(b) continue the Insurance Program; and (c) renew or replace the Insurance Policies as necessary 

in the ordinary course on a postpetition basis.   

56. I am also of the opinion that it is critical that the Debtors be permitted to 

(a) maintain their Workers’ Compensation Policy and Protection and Indemnity Policy and 

(b) make payments in connection with outstanding prepetition claims, taxes, charges, assessments, 

premiums, and third party administrator fees in the ordinary course of business because alternative 

arrangements for workers’ compensation coverage and protection and indemnity coverage would 

almost certainly be more costly, and the failure to provide coverage may subject the Debtors or 

their officers to severe penalties.  To facilitate the ordinary course handling of Workers’ 

Compensation Claims and Offshore Employee Claims, the Debtors should be authorized to modify 

the automatic stay imposed by Section 362 of the Bankruptcy Code to allow Workers’ 

Compensation Claims and Offshore Employee Claims to proceed against the Debtors and to allow 

the Debtors, their affiliates, the Insurance Carriers, or their third party administrators to negotiate, 

settle, or litigate Workers’ Compensation Claims and Offshore Employee Claims and pay resulting 

amounts, whether such claims arose before or after the Petition Date.    

57. For these reasons, I believe that the relief requested in the Insurance Motion is in 

the best interests of the Debtors’ estates and will enable the Debtors to continue to operate their 

business in Chapter 11 without disruption.  Accordingly, on behalf of the Debtors, I respectfully 

submit that the Insurance Motion should be approved. 
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D. Debtors’ Emergency Motion for Entry of Interim and Final Orders Authorizing 

(I) the Payment of Prepetition Claims of (A) Vendors Able to Assert Maritime and 

Other Liens, (B) Vendors Holding Claims Under 11 U.S.C. § 503(b)(9), 

(C) Foreign Vendors, (D) Vendors with Outstanding Orders as of the Petition Date, 

and (E) Critical Vendors and (II) Banks to Honor Prepetition Checks and Fund 

Transfers for Authorized Payments (the “Prepetition Key Claims Motion”)  

58. By the Prepetition Key Claims Motion, the Debtors request entry of interim and 

final orders (a) authorizing the Debtors to pay prepetition claims (the “Prepetition Key Creditor 

Claims”) of certain trade creditors, service providers, and other parties described herein (the 

“Prepetition Key Trade Creditors”), including the claims of certain Prepetition Key Trade 

Creditors who are able to assert liens against the Debtors under applicable non-bankruptcy law 

(the “Lienholder Claims”), claims on account of goods or materials received by the Debtors 

within the 20 days before the Petition Date (“503(b)(9) Claims”), and claims of certain foreign 

vendors (the “Foreign Vendor Claims”), in the aggregate amount of up to $250,000 (including 

up to $80,000 on account of 503(b)(9) Claims) upon entry of the interim order and up to $2 million 

(including up to $628,000 on account of 503(b)(9) Claims) following entry of the final order; 

(b) confirming the administrative expense priority status of goods that the Debtors ordered prior to 

the Petition Date but will not be delivered until after the Petition Date (the “Outstanding Orders”); 

(c) authorizing the Debtors to pay in the aggregate amount of up to $50,000 upon entry of the 

interim order and up to $100,000 following entry of the final order, the Critical Vendor Claims 

that meet certain specified criteria; and (d) authorizing the Debtors to condition the payment of 

Critical Vendors upon the maintenance of Customary Trade Terms. 

59. Lienholder Claims.  Many of the Prepetition Key Trade Creditors hold Lienholder 

Claims as they may be able to assert statutory liens against the Debtors’ assets, or even arrest the 

Debtors’ drillships, if their claims are not paid in a timely manner.  In addition to more common 

statutory liens such as the Mechanics Liens, certain of the Prepetition Key Trade Creditors may be 
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entitled to assert maritime and other similar statutory liens under federal and state law (“Maritime 

Liens”). 

60. I believe that the potential hardship that the Debtors would incur if they were to fail 

to pay the foregoing (and other types of) Lienholder Claims cannot be overstated.  Prepetition Key 

Trade Creditors asserting Maritime Liens have the ability to attach and arrest the Debtors’ 

drillships in port and hold them as security until a court can enforce a judgment on the merits.  The 

arrest of the Debtors’ drillships by Prepetition Key Trade Creditors asserting Maritime Liens 

related to relatively small-dollar Prepetition Key Creditor Claims could cause a severe disruption 

to the Company’s business, resulting in both immediate revenue losses and potential knock-on 

effects as the arrest of a drillship could cause the Debtors to breach other contractual obligations 

to their customers.   

61. For the foregoing reasons, I believe that the Court should authorize the Debtors to 

pay the Lienholder Claims in their business judgment to avoid unnecessary disruption to their 

operations. 

62. 503(b)(9) Claims.  Additionally, I believe that certain of the Prepetition Key 

Creditor Claims are entitled to administrative priority pursuant to Section 503(b)(9) of the 

Bankruptcy Code.  Specifically, the Debtors may have received certain goods or materials from 

various vendors (collectively, the “503(b)(9) Claimants”), within the 20 days before the Petition 

Date.  Certain of the Debtors’ relationships with the 503(b)(9) Claimants are not governed by 

enforceable long-term contracts. Rather, the Debtors often obtain supplies on an order-by-order 

basis.  As a result, a 503(b)(9) Claimant may refuse to supply new orders without payment of its 

prepetition claims.  Accordingly, I believe that the Court should authorize the Debtors to pay 
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undisputed claims arising from goods received by the Debtors within the 20 days prior to the 

Petition Date in the ordinary course of business. 

63. Outstanding Orders.  To avoid becoming general unsecured creditors of the 

Debtors’ estates with respect to such goods, I believe that certain suppliers may refuse to ship or 

transport (or may recall shipments with respect to) goods that are on account of Outstanding Orders 

(i.e., goods ordered prior to the Petition Date but not scheduled to be delivered until after the 

Petition Date) unless the Debtors issue substitute purchase orders postpetition.  To prevent any 

disruption to the Debtors’ business operations, and given that goods delivered after the Petition 

Date are afforded administrative expense priority under Section 503(b) of the Bankruptcy Code, I 

believe that the Court should (a) grant administrative expense priority under Section 503(b) of the 

Bankruptcy Code to all undisputed obligations of the Debtors arising from the acceptance of goods 

subject to Outstanding Orders, and (b) authorize the Debtors to satisfy such obligations in the 

ordinary course of business. 

64. Foreign Vendor Claims.  In the ordinary course of business, the Debtors incur 

various obligations to hundreds of vendors based outside the United States that provide essential 

goods and services related to the Debtors’ business and the operation of drillships (collectively, 

the “Foreign Vendors”).  These Foreign Vendors include vendors located in jurisdictions 

throughout Africa, Asia, the Caribbean, Europe, the Middle East, Oceania, and South America. 

65. The goods and services provided by Foreign Vendors are necessary for the 

Company’s continued excellence in safety performance and to ensure its compliance with 

applicable laws around the globe.  A safety failure could result in loss of life, personal injury, 

environmental damage, shutting down of operations, loss of revenue, destruction of property, 

litigation, and negative publicity.  If the provision of goods and services from Foreign Vendors 
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were interrupted, the safety of the Company’s employees and others could be compromised and 

the Company could be in violation of regulations or environmental laws. 

66. In many cases, the Foreign Vendors are the only source or the most preferred source 

from which the Debtors can procure certain goods and services within a timeframe and at a price 

that permits the Debtors to operate in the ordinary course.  In addition to the risks of seizure and 

foreign proceedings, I believe that a failure to pay the prepetition amounts due to these Foreign 

Vendors would likely result in the need to obtain such goods and services elsewhere at a much 

higher price.  

67. For the foregoing reasons, I believe that the Court should authorize the Debtors to 

pay the Foreign Vendor Claims in their business judgment to avoid unnecessary disruption to their 

operations. 

68. Critical Vendor Claims.  I am aware that the Debtors believe that the vast majority 

of their Prepetition Key Trade Creditors will fall into the categories of Lien Claimants, 503(b)(9) 

Claimants, Foreign Vendors, or holders of Outstanding Orders.  It is possible, however, that a 

small number of Prepetition Key Trade Creditors do not fall into any of the foregoing categories 

but are nevertheless irreplaceable due to, among other things, their geographic service area, their 

ability to provide specialized equipment and materials, or their possession of expertise specific to 

the Debtors’ operations, equipment, and infrastructure.  In some instances, customers may specify 

suppliers that must be used for a particular project.  Thus, I believe that the Debtors are 

contractually obligated to utilize a particular vendor despite the presence of an alternative.  And, 

in many cases, replacement goods are not readily obtainable or compatible with the Debtors’ 

existing equipment or the use of non-OEM supplied goods could void warranties that the Debtors’ 

rely on to maintain their equipment and ensure the safety of their crew and the environment.  The 
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Debtors obtain such materials and services from a limited number of Critical Vendors, which 

include highly specialized vendors, service providers, and other businesses. 

69. The goods and services provided by this small subset of Prepetition Key Trade 

Creditors are nearly impossible to replace on a short timeline and would result in substantially 

higher costs to the Debtors by disrupting the Debtors’ ongoing work.  Any interruption in the 

provision of goods or services—however brief—would disrupt the Debtors’ operations and could 

cause irreparable harm to the Debtors’ business, cause safety concerns both to employees and to 

the environment, and risk loss of market share and valuable customer relationships due to the 

Debtors’ attendant failure to meet contractual obligations to customers.  Further, many of the 

Debtors’ drillships are currently “smart stacked.”  Accordingly, the Debtors already have an 

interest in ensuring that the vendors who continue to provide goods and services to such drillships 

are only those that are absolutely necessary to maintain the bare necessities and safety of those 

stacked ships.  

70. I believe that the payment of the Prepetition Key Creditor Claims and Outstanding 

Orders is vital to the Debtors’ ability to continue to operate safely and efficiently, and to their 

reorganization efforts generally.  The Debtors cannot afford to have their major assets stranded in 

particular locations because parts are not available, food stores are not delivered, maintenance has 

not been performed, or labor has become unavailable.  Further, the Debtors cannot put the 

Company’s crews and their limited pool of assets at risk.  I believe that a failure to pay the 

Prepetition Key Creditor Claims and Outstanding Orders would be detrimental to all stakeholders.  

For these reasons, I believe that the relief requested in the Prepetition Key Claims Motion is in the 

best interests of the Debtors’ estates and will enable the Debtors to continue to operate their 
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business in Chapter 11 without disruption.  Accordingly, on behalf of the Debtors, I respectfully 

submit that the Prepetition Key Claims Motion should be approved. 

E. Debtors’ Emergency Motion for Entry of an Order Authorizing Payment of 

Prepetition Taxes and Fees (the “Taxes and Fees Motion”)  

71. By the Taxes and Fees Motion, the Debtors respectfully request entry of an order 

authorizing the Debtors to pay the prepetition Taxes and Fees owed to the Taxing Authorities.    

72. In the ordinary course of business, the Debtors collect, withhold, or incur and are 

required to pay Taxes and Fees, including income taxes, franchise, taxes, property taxes, and 

miscellaneous taxes and fees.  It is my understanding that approximately $3.5 million in Taxes and 

Fees have accrued and remain unpaid as of the Petition Date.  Specifically, the Debtors estimate 

the following Taxes and Fees accrued prior to the Petition Date and remain unpaid: 

Category Description 

Estimated 

Amount  

(in millions) 

Income Taxes  

Taxes imposed on the Debtors’ income and that are 

required to conduct business in the ordinary course. 

$2.8 

Franchise Taxes 

Taxes required to conduct business in the ordinary 

course.  

$0.1 

Property Taxes 

Taxes and obligations related to real and personal 

property holdings. 

$0.1 
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Category Description 

Estimated 

Amount  

(in millions) 

Miscellaneous 

Taxes and Fees7 

Value added taxes, regulatory assessments, drillship 

registration fees, permitting fees, licensing fees, levies, 

seaman credentials and other miscellaneous Taxes. 

$0.5 

 

73. I understand that, although the Debtors believe they are substantially current in the 

payment of their Taxes and Fees as of the Petition Date, certain Taxes and Fees attributable to the 

prepetition period may not yet have become due and owing or may be or become subject to audit 

by the applicable Taxing Authority.   

74. I believe that by enabling the Debtors to pay the Taxes and Fees in the ordinary 

course of business, as and when due, the Debtors will avoid unnecessary disputes with the Taxing 

Authorities—and expenditures of time and money resulting from such disputes—over myriad 

issues that are typically raised by the Taxing Authorities as they attempt to enforce their rights to 

collect Taxes and Fees.  Moreover, certain of the Taxes and Fees may be considered to be 

obligations as to which the Debtors’ officers and directors may be held directly or personally liable 

pursuant to applicable federal, state, or local laws in the event of nonpayment.  I believe that these 

collection efforts by the Taxing Authorities would create obvious distractions for the Debtors and 

their officers and directors in their efforts to bring the Chapter 11 Cases to a successful conclusion. 

                                                 

7  Out of an abundance of caution, the Debtors wish to make clear that the Miscellaneous Taxes and Fees 

include, but are not limited to, regulatory assessments, drillship registration fees, permitting fees, licensing fees, levies, 

seaman credentials. 
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75. Further, the Debtors’ failure to pay prepetition Taxes and Fees may cause the 

Taxing Authorities to take precipitous action, including, but not limited to, conducting audits, 

filing liens, preventing the Debtors from doing business in certain jurisdictions, seeking to lift the 

automatic stay, or pursuing payment of the Taxes and Fees from the Debtors’ officers and 

directors, all of which would greatly disrupt the Debtors’ operations and ability to focus on their 

reorganization efforts.  Additionally, claims for certain of the Taxes and Fees are or may be priority 

claims entitled to payment before general unsecured claims. 

76. For these reasons, I believe that the relief requested in the Taxes and Fees Motion 

is in the best interests of the Debtors’ estates and will enable the Debtors to continue to operate 

their business in Chapter 11 without disruption.  Accordingly, on behalf of the Debtors, I 

respectfully submit that the Taxes and Fees Motion should be approved. 

F. Debtors’ Emergency Motion for Entry of Order (I) Prohibiting Utility Companies 

From Altering or Discontinuing Service on Account of Prepetition Invoices, 

(II) Approving Deposit as Adequate Assurance of Payment, and (III) Establishing 

Procedures for Resolving Requests by Utility Companies for Additional Assurance 

of Payment (the “Utilities Motion”) 

77. By the Utilities Motion, the Debtors respectfully request entry of an order 

(a) approving certain proposed procedures that seek to (i) resolve disputes initiated by the Utility 

Companies regarding requests for additional adequate assurance under Section 366 of the 

Bankruptcy Code, while (ii) allowing the Debtors to avoid the threat of imminent termination of 

the Utility Services, (b) approving the Debtors’ deposit of $80,000 (which is approximately fifty 

(50) percent of the estimated monthly cost of the Utility Services based on historical averages over 

the preceding twelve (12) months) into a segregated, non-interest-bearing account, as adequate 

assurance of postpetition payment to the Utility Companies, and (c) prohibiting the Utility 

Companies from altering, refusing, or discontinuing service to, or discriminating against, the 

Debtors. 
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78. As of the Petition Date, approximately nine (9) Utility Companies provide Utility 

Services to the Debtors at various locations but primarily at their corporate headquarters in 

Houston, Texas.  The Utility Companies primarily consist of telecommunications and satellite 

service providers, including providers that enable the Houston-based management team to 

communicate efficiently with the Debtors’ drillships around the world.   

79. It is my view that the success and smooth operation of the Debtors’ business 

depends on the reliable delivery of telecom services, electricity, fuel, and the other Utility Services.  

Specifically, the Debtors require the Utility Services to operate their complex global business.  

Interruption of the Utility Services, among other things, would disrupt necessary communication 

and coordination between the Debtors’ employees, vendors, customers, and various regulatory 

authorities, and would put the safety and security of their employees at sea at risk.  Uninterrupted 

Utility Services are therefore essential to the Debtors’ ongoing operations and, accordingly, the 

success of these Chapter 11 Cases.  On average, in the twelve (12) months prior to the Petition 

Date, the Debtors incurred monthly expenses for Utility Services totaling approximately $160,000. 

80. I am not currently aware of any past due amounts owed to any of the Utility 

Companies.  Based on the timing of the filings in relation to the Utility Companies’ billing cycles, 

however, there may be outstanding invoices reflecting prepetition Utility Services costs that have 

been incurred by the Debtors, but for which payment is not yet due, as well as prepetition Utility 

Services costs for Utility Services provided since the end of the last billing cycle that have not yet 

been invoiced. 

81. I understand that the Debtors intend to pay any postpetition obligations owed to the 

Utility Companies in a timely manner.  Nevertheless, to provide adequate assurance of payment 

for future services to the Utility Companies, the Debtors will deposit $80,000, which is an amount 
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equal to the lesser of (a) (i) fifty (50) percent of the Debtors’ estimated monthly cost of Utility 

Services, calculated based on the Debtors’ average expenses for such Utility Services during the 

twelve (12) full months preceding the Petition Date, minus (ii) the amount of any bond or deposit 

held by such Utility Company, plus (iii) the amount owed to such Utility Company for prepetition 

Utility Services, whether or not such amount has been billed or paid; and (b) fifty (50) percent of 

the Debtors’ estimated monthly cost of Utility Services, calculated based on the Debtors’ average 

expenses for such Utility Services during the twelve (12) full months preceding the Petition Date, 

into a segregated, non-interest-bearing account at Citibank, N.A. (bearing an account number with 

the last four digits of 9710), within ten (10) days of entry of the order granting the Utilities Motion 

(the “Adequate Assurance Deposit”).   

82. I understand that the Adequate Assurance Deposit will be maintained with a 

minimum balance equal to $80,000 throughout these Chapter 11 Cases.  The Utilities Motion 

makes clear that the Adequate Assurance Deposit may be adjusted or reduced by the Debtors, in 

consultation with counsel to the Ad Hoc Crossover Group, to account for any of the following: 

(a) to the extent that the Adequate Assurance Deposit includes any amount on account of a 

company that the Debtors subsequently determine is not a “utility” within the meaning of Section 

366 of the Bankruptcy Code; (b) an adjustment or payment made in accordance with the 

Delinquency Notice Procedures described below; (c) the termination of a Utility Service by a 

Debtor regardless of any Additional Adequate Assurance Request; (d) the closure of a utility 

account with a Utility Company for which funds have been contributed for the Adequate 

Assurance Deposit; or (e) any other arrangements with respect to adequate assurance of payment 

reached by a Debtor with individual Utility Companies; provided that (i) with respect to a company 

that the Debtors subsequently determine is not a “utility” within the meaning of Section 366 of the 
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Bankruptcy Code, the Debtors may adjust or amend the balance of the Adequate Assurance 

Deposit upon fourteen (14) days’ advance notice to such company; or, (ii) with respect to the 

Debtors’ termination of a Utility Service or closure of a utility account with a Utility Company, 

the Debtors may adjust or amend the balance of the Adequate Assurance Deposit upon 

reconciliation and payment by the Debtors of such Utility Company’s final invoice in accordance 

with applicable non-bankruptcy law, to the extent that there are no outstanding disputes related to 

postpetition payments due; provided further that the Debtors shall not increase the size of the 

Adequate Assurance Deposit by more than $40,000 absent the prior written consent of the Ad Hoc 

Crossover Group. 

83. I also understand that the Utilities Motion outlines and seeks this Court’s approval 

of certain Delinquency Notice Procedures in the event the Debtors become delinquent with respect 

to a Utility Company’s account and Additional Adequate Assurance Procedures in the event that 

any Utility Company requests additional adequate assurance of payment.  I believe that the 

Delinquency Notice Procedures and Additional Adequate Assurance Procedures are necessary and 

appropriate to implement an orderly process to determine any challenges to the adequacy of the 

Debtors’ adequate assurance of payment to the Utility Companies. 

84. Uninterrupted Utility Services are essential to the Debtors’ ongoing business 

operations and, hence, the overall success of the Chapter 11 Cases.  Should any Utility Company 

refuse or discontinue service, even for a brief period, the Debtors’ business operations would be 

severely disrupted, and such disruption would jeopardize the Debtors’ ability to manage its 

reorganization efforts.  Accordingly, it is essential that the Utility Services continue uninterrupted 

during the Chapter 11 Cases. 
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85. For these reasons, I believe that the relief requested in the Utilities Motion is in the 

best interests of the Debtors’ estates and will enable the Debtors to continue to operate their 

business in Chapter 11 without disruption.  Accordingly, on behalf of the Debtors, I respectfully 

submit that the Utilities Motion should be approved. 
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Corporate Ownership Chart – September 30, 2020
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Restructuring Support Agreement 
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RESTRUCTURING SUPPORT AGREEMENT 

 
This Restructuring Support Agreement (including all exhibits, annexes, and schedules hereto in 

accordance with Section 13.03 and as amended, supplemented or otherwise modified from time to time in 
accordance with its terms, this “Agreement”) is dated as of October 30, 2020 (the “Execution Date”), by and 
among the following parties (each of the following in sub-clauses (i) – (iii) referred to herein as a “Party,” 
and collectively, as the “Parties”): 

 
i. Pacific Drilling S.A. (“PDSA”), a public limited liability company (société anonyme) 

organized under the laws of the Grand Duchy of Luxembourg registered with the 
Luxembourg register of commerce and companies under registration number B159658, 
having its registered office at 8-10 Avenue de la Gare, L-1610, Luxembourg, and each of its 
direct or indirect subsidiaries listed on Exhibit A to this Agreement that have executed and 
delivered counterpart signature pages to this Agreement (each a “Company Party” and, 
collectively, the “Company”); 
 

ii. the undersigned and non-Affiliated holders of, or investment advisors, sub-advisors, or 
managers of discretionary accounts that hold First Lien Notes Claims (as defined below) that 

THIS AGREEMENT IS NOT, AND SHALL NOT BE DEEMED, A SOLICITATION OF 
ACCEPTANCES OF ANY CHAPTER 11 PLAN OF REORGANIZATION PURSUANT 
TO SECTIONS 1125 AND 1126 OF THE BANKRUPTCY CODE OR A 
SOLICITATION TO TENDER OR EXCHANGE ANY OF THE FIRST LIEN NOTES 
CLAIMS OR SECOND LIEN NOTES CLAIMS. ANY SUCH OFFER OR 
SOLICITATION WILL COMPLY WITH ALL APPLICABLE SECURITIES LAWS 
AND/OR PROVISIONS OF THE BANKRUPTCY CODE.  EACH CONSENTING 
CREDITOR’S VOTE ON THE PLAN SHALL NOT BE SOLICITED UNTIL THE 
CONSENTING CREDITORS HAVE RECEIVED THE DISCLOSURE STATEMENT 
AND RELATED BALLOT(S). NOTHING CONTAINED IN THIS AGREEMENT 
SHALL BE AN ADMISSION OF FACT OR LIABILITY OR, UNTIL THE 
OCCURRENCE OF THE AGREEMENT EFFECTIVE DATE ON THE TERMS 
DESCRIBED HEREIN, DEEMED BINDING ON ANY OF THE PARTIES HERETO. 
THIS AGREEMENT IS THE PRODUCT OF SETTLEMENT DISCUSSIONS AMONG 
THE PARTIES THERETO. ACCORDINGLY, THIS AGREEMENT IS PROTECTED 
BY RULE 408 OF THE FEDERAL RULES OF EVIDENCE AND ANY OTHER 
APPLICABLE STATUTES OR DOCTRINES PROTECTING THE USE OR 
DISCLOSURE OF CONFIDENTIAL SETTLEMENT DISCUSSIONS.  
THIS AGREEMENT DOES NOT PURPORT TO SUMMARIZE ALL OF THE TERMS, 
CONDITIONS, REPRESENTATIONS, WARRANTIES, AND OTHER PROVISIONS 
WITH RESPECT TO THE TRANSACTIONS DESCRIBED HEREIN, WHICH 
TRANSACTIONS ARE SUBJECT IN THEIR ENTIRETY TO THE NEGOTIATION 
AND COMPLETION OF DEFINITIVE DOCUMENTS AND THE CLOSING OF ANY 
TRANSACTION SHALL BE SUBJECT TO THE TERMS AND CONDITIONS SET 
FORTH IN SUCH DEFINITIVE DOCUMENTS AND THE APPROVAL RIGHTS OF 
THE PARTIES SET FORTH HEREIN AND IN SUCH DEFINITIVE DOCUMENTS. 

Case 20-35212   Document 4-3   Filed in TXSB on 10/30/20   Page 2 of 71



 
 

2 
 
 
US-DOCS\116626885.29 

have executed and delivered counterpart signature pages to this Agreement or a Transfer 
Agreement to counsel to the Company Parties (the “Consenting First Lien Creditors”); and 
 

iii. the undersigned and non-Affiliated holders of, or investment advisors, sub-advisors, or 
managers of discretionary accounts that hold Second Lien Notes Claims (as defined below) 
that have executed and delivered counterpart signature pages to this Agreement or a Transfer 
Agreement to counsel to the Company Parties (the “Consenting Second Lien Creditors,” and 
together with the Consenting First Lien Creditors, the “Consenting Creditors”). 
 

The term sheet attached hereto as Exhibit B (the “Restructuring Term Sheet”) is expressly 
incorporated by reference herein and made a part of this Agreement as if fully set forth herein. 

RECITALS: 

WHEREAS, prior to the Execution Date, the Company and its representatives and the Consenting 
Creditors and their respective representatives have engaged in arm’s-length, good-faith negotiations regarding 
a comprehensive restructuring of the existing debt, equity and other obligations of the Company on the terms 
and conditions set forth in this Agreement (such transactions as described in this Agreement and the 
Restructuring Term Sheet and the other exhibits, annexes, and schedules hereto and thereto, the 
“Restructuring Transactions”); 

 
WHEREAS, the Parties have agreed to take certain actions in support of the Restructuring 

Transactions on the terms and conditions set forth in this Agreement and, to the extent applicable, in the BCA 
(as defined below);  

 
WHEREAS, as of the date hereof, the Consenting First Lien Creditors collectively represent or hold, 

in the aggregate, more than sixty six and two-thirds percent (66 2/3%) of the aggregate outstanding principal 
amount of the First Lien Notes;  

 
WHEREAS, as of the date hereof, the Consenting Second Lien Creditors collectively represent or 

hold, in the aggregate, more than sixty six and two-thirds percent (66 2/3%) of the aggregate principal amount 
of the Second Lien Notes; 

 
WHEREAS, as of the date hereof, the Backstop Parties (as defined below) comprised of certain 

Consenting First Lien Creditors have entered into that certain backstop commitment agreement (the “BCA”) 
pursuant to which such Backstop Parties have agreed to backstop the Exit Facility in accordance with the 
terms and conditions set forth therein and such other terms acceptable to the Company and the Backstop 
Parties; 

 
WHEREAS, the Company will be implementing the Restructuring Transactions through a joint 

chapter 11 plan of reorganization to be filed in the United States Bankruptcy Court for the Southern District 
of Texas and a parallel Cayman Islands insolvency proceeding, and certain other transactions, on the terms 
and conditions set forth herein. 

 
NOW, THEREFORE, in consideration of the covenants and agreements contained herein, and for 

other valuable consideration, the receipt and sufficiency of which each of the Parties hereby acknowledges, 
each Party, intending to be legally bound hereby, agrees as follows: 
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AGREEMENT: 

Section 1. Definitions; Rules of Construction. 
1.01. Definitions. The following terms shall have the following definitions:  

 
“Ad Hoc Crossover Group” means that certain ad hoc group comprising certain Consenting First 

Lien Creditors and Consenting Second Lien Creditors represented by Akin Gump and Houlihan Lokey and 
listed on the signature pages to this Agreement. 

 
“Affiliate” has the meaning set forth in Section 101(2) of the Bankruptcy Code. 
 
“Agent” means any administrative agent, collateral agent, or similar Entity under the First Lien 

Notes Indenture and/or the Second Lien Notes Indenture, including any successors thereto, as applicable. 
 
“Agreement” has the meaning set forth in the preamble hereof, and includes, for the avoidance of 

doubt, the Restructuring Term Sheet and all exhibits, annexes and schedules hereto and thereto. 
 
“Agreement Effective Date” means the date on which the conditions set forth in Section 2 have been 

satisfied or waived by the appropriate Party or Parties in accordance with this Agreement. 
 
“Akin Gump” means Akin Gump Strauss Hauer & Feld LLP, as legal counsel to the Ad Hoc 

Crossover Group. 
 
“Alternative Proposal” means any plan of reorganization or liquidation, transaction, inquiry, 

proposal, bid, term sheet, offer, or agreement with respect to a sale, disposition, new-money investment, 
restructuring, reorganization, merger, amalgamation, acquisition, consolidation, dissolution, winding-up, 
liquidation, sale of all or substantially all assets, sale of a drillship, share or debt issuance, tender offer, 
recapitalization, share or debt exchange, business combination, joint venture, partnership, or similar 
transaction involving any one or more Company Parties or any of their Subsidiaries, other than the 
Restructuring Transactions; provided, however, that an Alternative Proposal shall not include any transactions 
effectuated with the consent of the Required Consenting First Lien Creditors pursuant to Section 6.02(n). 

 
“Backstop Parties” means at any time and from time to time, the parties that are signatories to the 

BCA, solely in their capacities as such. 
 
“Bankruptcy Code” means title 11 of the United States Code, 11 U.S.C. §§101-1532, as amended. 
 
“Bankruptcy Court” means the United States Bankruptcy Court for the Southern District of Texas 

presiding over the Chapter 11 Cases. 
 
 “Bankruptcy Rules” means the Federal Rules of Bankruptcy Procedure and the local rules of the 
Bankruptcy Court, in each case as amended from time to time and as applicable to the Chapter 11 Cases. 

 
“BCA” has the meaning set forth in the recitals hereof. 
 
“Business Day” means any day other than Saturday, Sunday, or any other day on which commercial 

banks are authorized to close under the laws of, or are in fact closed in, the state of New York. 
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“Cash Collateral” means all of the Company’s “cash collateral” as defined under Section 363 of the 
Bankruptcy Code, in which the First Lien Noteholders and the Second Lien Noteholders have valid, perfected 
security interests, liens, or mortgages. 

 
“Cash Collateral Motion” means the motion filed with the Bankruptcy Court for entry of an order 

approving of a Cash Collateral Order, which motion shall be in accordance with this Agreement and the 
Definitive Documents. 

 
“Cash Collateral Order” means an order governing the use of Cash Collateral, which order shall be 

in accordance with this Agreement and the Definitive Documents. 
 
“Cayman Proceedings” has the meaning set forth in the Restructuring Term Sheet. 
 
“Cayman Restructuring Documents” means the winding up petition (petition); ex parte summons; 

affidavit verifying the winding up petition; affidavit in support of the ex parte summons; affidavits of consents 
from each of proposed joint provisional liquidators; joint provisional liquidation order; summons seeking 
validation orders; affidavit in support of validation order summons; validation order; order discharging joint 
provisional liquidators and withdrawing winding up petition, and any other documents to be filed in the Grand 
Court of the Cayman Islands or otherwise required, governing, related to, entered into, utilized or necessary 
to effect the Cayman Proceedings, which Cayman Restructuring Documents shall be in accordance with this 
Agreement and the Definitive Documents. 

 
“Chapter 11 Cases” means the voluntary chapter 11 cases filed by the Company in the Bankruptcy 

Court that the Company intends to use to implement the Restructuring Transactions. 
  
“Claim” has the meaning set forth in Section 101(5) of the Bankruptcy Code. 
 
“Combined Motion” means, if applicable, the motion that combines the relief sought in the Disclosure 

Statement Motion and the Confirmation Brief, respectively, which motion shall be in accordance with this 
Agreement and the Definitive Documents. 

 
“Combined Order” means, if applicable, an order entered by the Bankruptcy Court granting the 

Combined Motion, which order shall be in accordance with this Agreement and the Definitive Documents. 
 
“Company” has the meaning set forth in the preamble hereof. 
 
“Company Claims” means any Claim against a Company Party, including the First Lien Notes Claims 

and the Second Lien Notes Claims. 
 
“Company Claims/Interests” means, collectively, the Company Claims or Company Interests. 
 
“Company Interests” means any existing Interest in the Company Parties. 
 
“Company Party” has the meaning set forth in the preamble hereof. 
 
“Company Termination Event” has the meaning set forth in Section 10.03 hereof. 
 
“Confidentiality Agreement” means an executed confidentiality agreement entered into in connection 

with or relating to the proposed Restructuring Transactions, including (a) with respect to the issuance of a 
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“cleansing letter” or other public disclosure of material non-public information and (b) any confidentiality 
agreement executed by any Consenting Creditor or Creditor Professional in connection with or relating to the 
Restructuring Transactions. 

“Confirmation Brief” means any pleading filed with the Bankruptcy Court in support of  entry of an 
order confirming the Plan (including all exhibits, appendices, supplements and related documents), which 
motion shall be in accordance with this Agreement and the Definitive Documents. 

 
“Confirmation Order” means an order entered by the Bankruptcy Court confirming the Plan pursuant 

to Section 1129 of the Bankruptcy Code, which Confirmation Order shall be in accordance with this 
Agreement and the Definitive Documents. 

 
“Consenting Creditor Fees and Expenses” has the meaning set forth in Section 13.12. 
 
“Consenting Creditors” has the meaning set forth in the preamble hereof. 

 
“Consenting First Lien Creditor” has the meaning set forth in the preamble hereof. 
 
“Consenting First Lien Creditor Fees and Expenses” has the meaning set forth in Section 13.12. 
 
“Consenting Second Lien Creditor” has the meaning set forth in the preamble hereof.  
 
“Consenting Second Lien Creditor Fees and Expenses” has the meaning set forth in Section 13.12. 

 
“Creditor Professionals” means (a) Akin Gump, as legal counsel to the Ad Hoc Crossover Group, (b) 

Houlihan Lokey Capital, Inc., as financial advisor to the Ad Hoc Crossover Group, (c) Walkers, as Cayman 
legal counsel to the Ad Hoc Crossover Group, (d) Loyens & Loeff Luxembourg S.À R.L, as Luxembourg 
legal counsel to the Ad Hoc Crossover Group, (e) Seward & Kissel LLP, as maritime counsel to the Ad Hoc 
Crossover Group, and (f) such other legal, consulting, financial, and/or other professional advisors as may be 
retained or may have been retained from time to time by the Ad Hoc Crossover Group. 

 
“Definitive Documents” means the documents set forth in Section 3 hereof. 
 
“Disclosure Statement” means the related disclosure statement with respect to the Plan, including any 

exhibits, appendices, supplements, related documents, ballots, and procedures related to the solicitation of 
votes to accept or reject the Plan, which disclosure statement shall be in accordance with this Agreement and 
the Definitive Documents.   

 
“Disclosure Statement Motion” means the motion to approve (conditionally or on a final basis) the 

Disclosure Statement and Solicitation Materials as containing, among other things, “adequate information” 
as required by Sections 1125 and 1126(b) of the Bankruptcy Code, which motion shall be in accordance with 
this Agreement and the Definitive Documents. 

 
“Disclosure Statement Order” means the order of the Bankruptcy Court approving (conditionally or 

on a final basis) the Disclosure Statement and the Solicitation Materials pursuant to Section 1125 of the 
Bankruptcy Code, which order shall be in accordance with this Agreement and the Definitive Documents.  

 
“Entity” shall have the meaning set forth in Section 101(15) of the Bankruptcy Code. 
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“Execution Date” has the meaning set forth in the preamble to this Agreement. 
 
“Exit Facility” means that certain new senior secured delayed draw term loan credit facility that 

certain Company Parties will enter into on the Plan Effective Date on terms consistent with the Restructuring 
Term Sheet and as set forth in the Exit Facility Term Sheet, which Exit Facility shall be in accordance with 
this Agreement, the BCA, and the other Definitive Documents. 

 
“Exit Facility Term Sheet” means the term sheet with respect to the Exit Facility attached as Exhibit 

B to the Restructuring Term Sheet. 
 
“Fee Letters” means (a) that certain letter agreement, dated as of April 6, 2020, among the Company, 

and Akin Gump Strauss Hauer & Feld LLP, as legal counsel to the Ad Hoc Crossover Group; (b) that certain 
letter agreement, dated as of April 7, 2020, among the Company and Houlihan Lokey Capital, Inc., as 
financial advisor to the Ad Hoc Crossover Group; (c) that certain letter agreement, dated as of October 2, 
2020, among the Company, and Walkers, as Cayman legal counsel to the Ad Hoc Crossover Group; (d) that 
certain letter agreement, dated as of October 1, 2020, among the Company and Loyens & Loeff Luxembourg 
S.À R.L, as Luxembourg legal counsel to the Ad Hoc Crossover Group, and (e) that certain letter agreement, 
dated as of October 1, 2020, among the Company and Seward & Kissel LLP, as maritime counsel to the Ad 
Hoc Crossover Group. 

 
“Final Order” means an order or judgment of the Bankruptcy Court (or any other court of competent 

jurisdiction) entered by the Clerk of the Bankruptcy Court (or such other court) on the docket in the Chapter 
11 Cases (or the docket of such other court), which has not been modified, amended, reversed, vacated or 
stayed and as to which (a) the time to appeal, petition for certiorari, or move for a new trial, stay, reargument 
or rehearing has expired and as to which no appeal, petition for certiorari or motion for new trial, stay, 
reargument or rehearing shall then be pending or (b) if an appeal, writ of certiorari, new trial, stay, 
reargument or rehearing thereof has been sought, such order or judgment of the Bankruptcy Court (or other 
court of competent jurisdiction) shall have been affirmed by the highest court to which such order was 
appealed, or certiorari shall have been denied, or a new trial, stay, reargument or rehearing shall have been 
denied or resulted in no modification of such order, and the time to take any further appeal, petition for 
certiorari or move for a new trial, stay, reargument or rehearing shall have expired, as a result of which such 
order shall have become final in accordance with Rule 8002 of the Bankruptcy Rules; provided that the 
possibility that a motion under Rule 60 of the Federal Rules of Civil Procedure, or any analogous rule under 
the Bankruptcy Rules, may be filed relating to such order, shall not cause an order not to be a Final Order. 

 
“First Day Pleadings” has the meaning set forth in Section 3.01 hereof. 
 
“First Lien Creditor Termination Event” has the meaning set forth in Section 10.01 hereof. 
  
“First Lien Noteholders” means the holders of First Lien Notes.  
 
“First Lien Notes” means the notes issued pursuant to the First Lien Notes Indenture. 
 
“First Lien Notes Claims” means any Claim arising under or on account of the First Lien Notes. 
 
“First Lien Notes Indenture” means that certain Indenture, dated as of September 26, 2018, by and 

among Pacific Drilling First Lien Escrow Issuer Limited, as escrow issuer, Wilmington Trust, National 
Association, as trustee and as collateral agent, and the guarantors named therein, of the 8.375% First Lien 
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Notes due 2023 (as amended, restated, supplemented or otherwise modified from time to time in accordance 
with its terms). 

 
“Houlihan Lokey” means Houlihan Lokey Capital, Inc., as financial advisor to the Ad Hoc 

Crossover Group. 
“Governance Documents” means the organizational and governance documents for Reorganized 

PDC and its Subsidiaries, including any certificates of incorporation, certificates of formation or certificates 
of limited partnership, any bylaws, limited liability company agreements, or limited partnership agreements, 
any stockholder or shareholder agreements, any registration rights agreements, any indemnification 
agreements, the identity of proposed members of the Reorganized PDC’s and any of its Subsidiaries’ boards 
of directors or any equivalent or similar governing documents of any of the foregoing, in each case, (i) with 
respect to Reorganized PDC, to the extent elected by and at the sole direction of the Required Consenting 
First Lien Creditors, (ii) with respect to Subsidiaries of Reorganized PDC, as elected by and at the direction 
of the Required Consenting First Lien Creditors after consultation in good faith with the Company Parties, 
and (iii) which shall be in all respects consistent with the Governance Term Sheet annexed to the Restructuring 
Term Sheet as Exhibit C. 

“Governmental Entity” means any national, international, regional, federal, state, provincial, 
municipal or local governmental, judicial, administrative, legislative or regulatory authority, entity, 
instrumentality, agency, department, commission, court, or tribunal of competent jurisdiction (including any 
branch, department or official thereof).  

“Indenture Trustee” means any indenture trustee or similar Entity under the First Lien Notes 
Indenture and/or the Second Lien Notes Indenture, including any successors thereto. 

 
“Insolvency Proceeding” means any corporate action, legal proceedings or other procedure or step 

taken in any jurisdiction in relation to: 

(a) the suspension of payments, a moratorium of any indebtedness, winding-up, bankruptcy, 
liquidation, dissolution, administration, receivership, administrative receivership, judicial composition or 
reorganisation (by way of voluntary arrangement, scheme or otherwise) of any Company Party, including 
under the Bankruptcy Code; 

(b) a composition, conciliation, compromise or arrangement with the creditors generally of any 
Company Party or an assignment by any Company Party of its assets for the benefit of its creditors generally 
or any Company Party becoming subject to a distribution of its assets; 

(c) the appointment of a liquidator, receiver, administrator, administrative receiver, compulsory 
manager or other similar officer in respect of any Company Party or any of its assets; 

(d) enforcement of any security over any assets of any Company Party; or 

(e) any procedure or step in any jurisdiction analogous to those set out in the preceding sub-
paragraphs (a) to (d). 

“Interest” means, collectively, the shares (or any class thereof) of common stock, preferred stock, 
limited liability company interests, membership interests, and any other equity, ownership, or profits 
interests of any Company Party, and options, warrants, rights, or other securities or agreements to acquire 
or subscribe for, or which are convertible into the shares (or any class thereof) of, common stock, preferred 
stock, limited liability company interests, membership interests, or other equity, ownership, or profits 
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interests of any Company Party (in each case whether or not arising under or in connection with any 
employment agreement) and claims under Section 510(b) of the Bankruptcy Code 

 
“Law” means any federal, state, local, or foreign law (including common law), statute, code, 

ordinance, rule, regulation, order, ruling, or judgment, in each case, that is validly adopted, promulgated, 
issued, or entered by a governmental authority of competent jurisdiction (including the Bankruptcy Court). 

 
“Milbank” means Milbank LLP, as legal counsel to the Consenting Second Lien Creditors. 
 
“Milestones” has the meaning set forth in Section 4 hereof. 

 
“Money Laundering Laws” has the meaning set forth in Section 8.02 hereof. 
 
“New 2L Warrants” has the meaning set forth in the Restructuring Term Sheet. 
 
“New Reorganized PDC Equity” has the meaning set forth in the Restructuring Term Sheet. 
 
“New Warrants Agreement” has the meaning set forth in the Restructuring Term Sheet. 
 
“Outside Date” has the meaning set forth in Section 4 hereof. 
 
“Parties” has the meaning set forth in the preamble hereof. 
 
“PDSA Dissolution Documents” means the documents, agreements and any other definitive 

documentation relating to the dissolution, liquidation, and winding up of PDSA, including (a) any agreement 
or commitment (i) to provide cash or support to, or leave cash or assets with, PDSA, (ii) to provide 
indemnification, exculpation or similar commitments with respect to the directors, officers, or employees of 
PDSA (or any successors thereto, including any administrators, trustees or similar parties) or (iii) to be liable 
for debts, obligations or other liabilities of PDSA, and (b) any other documents, agreements or other definitive 
documentation otherwise required, governing, related to, entered into, utilized or necessary to effect the 
dissolution, liquidation, and winding up of PDSA.  

 
“Permitted Transferee” means each transferee of any Company Claims/Interests who meets the 

requirements of Section 11.01. 
 
“Person” means an individual, a partnership, a joint venture, a limited liability company, a 

corporation, a trust, an unincorporated organization, a group or any legal Entity or association. 
 
“Petition Date” means the first date any of the Company Parties commences a Chapter 11 Case 

through the filing of a voluntary petition with the Bankruptcy Court in accordance with this Agreement and 
the Definitive Documents. 

 
“Plan” means the chapter 11 plan of reorganization filed by the Company Parties to implement the 

Restructuring Transactions in accordance with this Agreement and the Definitive Documents.   
 
“Plan Effective Date” means the date upon which all conditions precedent to the effectiveness of 

the Plan have been satisfied or are expressly waived in accordance with the terms thereof, as the case may 
be, and on which the Restructuring Transactions become effective or are consummated. 
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“Plan Supplement” means the compilation of documents and forms of documents, schedules, and 
exhibits to the Plan (including the Restructuring Transactions Steps) that will be filed by the Company 
Parties with the Bankruptcy Court in accordance with this Agreement and the Definitive Documents.   

 
“Post-Emergence Management Incentive Plan” means any equity or equity-based incentive plan, 

program, arrangement or agreement adopted by the board of directors of Reorganized PDC following the 
Plan Effective Date, with such terms as determined by such board of directors after the Plan Effective Date, 
and which shall be in all respects consistent with the Employee Matters Term Sheet annexed to the 
Restructuring Term Sheet as Exhibit D. 

 
“Promptly” means within one (1) calendar day. 
 
“Qualified Marketmaker” means an entity that (a) holds itself out to the public or the applicable 

private markets as standing ready in the ordinary course of business to purchase from customers and sell to 
customers Company Claims/Interests (or enter with customers into long and short positions in Company 
Claims/Interests), in its capacity as a dealer or market maker in Company Claims/Interests and (b) is, in fact, 
regularly in the business of making a market in claims against issuers or borrowers (including debt securities 
or other debt).  For the avoidance of doubt, none of the Consenting Creditors represented by Akin Gump are 
Qualified Marketmakers. 

 
“Reorganized PDC” means Pacific Drilling Company Limited, as reorganized pursuant to and under 

the Plan and the Confirmation Order, or any successor thereto. 
 
“Required Consenting Creditors” means, as of the relevant date, (a) the Required Consenting First 

Lien Creditors and (b) solely with respect to the New Warrants Agreement, the New 2L Warrants, the Plan, 
and the Disclosure Statement, in each case, to the extent the applicable provisions of such New Warrants 
Agreement, the New 2L Warrants, the Plan, or the Disclosure Statement directly relate to the economic 
terms of the consideration to be provided to holders of Second Lien Notes Claims in their capacity as holders 
of Second Lien Notes Claims in connection with the Restructuring Transactions, the Required Consenting 
Second Lien Creditors. 

 
“Required Consenting First Lien Creditors” means, as of the relevant date, at least two (2) non-

Affiliated Consenting First Lien Creditors represented by Akin Gump that collectively hold at least a 
majority of the aggregate outstanding principal amount of First Lien Notes Claims held by all such 
Consenting First Lien Creditors represented by Akin Gump. 

 
 “Required Consenting Second Lien Creditors” means, as of the relevant date, the Consenting 

Second Lien Creditors holding a majority of the aggregate amount of all Second Lien Notes Claims held by 
the Consenting Second Lien Creditors as of the Execution Date. 

 
“Restructuring Support Period” means the period commencing on the Agreement Effective Date as 

set forth in Section 2 hereof, and ending on the earlier of (a) the date on which this Agreement is terminated 
with respect to that Party in accordance with Section 10, and (b) the Plan Effective Date. 

 
“Restructuring Term Sheet” has the meaning set forth in the preamble hereof. 
 
“Restructuring Transactions Steps” means the documents setting forth the sequence of certain 

Restructuring Transactions. 
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“Restructuring Transactions” has the meaning set forth in the recitals hereof. 
 
“Second Lien Noteholders” means the holders of the Second Lien Notes.  

 
“Second Lien Notes” means the notes issued pursuant to the Second Lien Notes Indenture. 
 
“Second Lien Notes Claims” means any Claim arising under or on account of the Second Lien Notes. 
 
“Second Lien Creditor Termination Event” has the meaning set forth in Section 10.02 hereof. 
 
“Second Lien Notes Indenture” means that certain Indenture, dated as of September 26, 2018, by 

and among Pacific Drilling Second Lien Escrow Issuer Limited, as escrow issuer, Wilmington Trust, 
National Association, as Trustee and as Junior Lien Collateral Agent, and the guarantors named therein, of 
the 11.000% / 12.000% Second Lien PIK Notes due 2024 (as amended, restated, supplemented or otherwise 
modified from time to time in accordance with its terms). 

 
“Solicitation Materials” means all solicitation materials in respect of the Plan together with the 

Disclosure Statement and any cure notices to be sent to counterparties to executory contracts or unexpired 
leases in connection with the assumption, or assumption and assignment, of such contracts or leases, which 
solicitation materials shall be in accordance with this Agreement and the Definitive Documents. 

 
“Subsidiary” means, with respect to any Person, any corporation, limited liability company, 

partnership, joint venture or other legal entity as to which such Person (either alone or through or together 
with any other Subsidiary), (a) owns, directly or indirectly, more than fifty percent (50%) of the stock or 
other equity interests, (b) has the power to elect a majority of the board of directors or similar governing 
body or (c) has the power to direct the business and policies.  

 
“Termination Date” means the date on which termination of this Agreement as to a Party is effective 

in accordance with Section 10 hereof. 
 
“Termination Event” means a First Lien Creditor Termination Event, a Second Lien Creditor 

Termination Event, or a Company Termination Event, each as defined in Section 10 hereof. 
 
“Transfer” has the meaning set forth in Section 11.01 hereto. 
 
“Transferee” has the meaning set forth on Exhibit C hereto. 
 
“Transferor” has the meaning set forth on Exhibit C hereto. 
 
“Transferred Claims” has the meaning set forth on Exhibit C hereto. 
 

1.02. Rules of Construction.  
  

(a) in the appropriate context, each term, whether stated in the singular or the plural, shall include 
both the singular and the plural, and pronouns stated in the masculine, feminine, or neuter gender shall include 
the masculine, feminine, and neuter gender; 
 

(b) unless otherwise specified, any reference herein to an existing document, schedule, or exhibit 
shall mean such document, schedule, or exhibit, as it may have been or may be amended, restated, 

Case 20-35212   Document 4-3   Filed in TXSB on 10/30/20   Page 11 of 71



 
 

11 
 
 
US-DOCS\116626885.29 

supplemented, or otherwise modified or replaced from time to time in accordance with the terms of this 
Agreement; provided, however, that any capitalized terms herein which are defined with reference to another 
agreement, are defined with reference to such other agreement as of the Execution Date, without giving effect 
to any termination of such other agreement or amendments to such capitalized terms in any such other 
agreement following the Execution Date; 
 

(c) each reference in this Agreement to “this Agreement”, “hereunder”, “hereof”, “herein”, or 
words of like import shall mean and be a reference to this Agreement, including, for the avoidance of doubt, 
the Restructuring Term Sheet and all exhibits thereto; 
 

(d) capitalized terms defined only in the plural or singular form shall nonetheless have their 
defined meanings when used in the opposite form; 
 

(e) unless otherwise specified, all references herein to “Sections” are references to Sections of 
this Agreement; 

(f) references to “shareholders,” “directors,” and/or “officers” shall also include “members” 
and/or “managers,” as applicable, as such terms are defined under the applicable limited liability company 
laws;   
 

(g) the use of “include” or “including” is without limitation, whether stated or not; 
 

(h) the provisions of Bankruptcy Rule 9006(a) shall apply in computing any period of time 
prescribed or allowed herein;  
 

(i) the phrases “counsel to the Ad Hoc Crossover Group” or “counsel to the Backstop Parties” 
refers in this Agreement to Akin Gump;  

 
(j) the phrase “counsel to the Consenting Creditors” refers in this Agreement to Akin Gump and 

Milbank; and  
 

(k) captions and headings to Sections are inserted for convenience of reference only and are not 
intended to be a part of or to affect the interpretation of this Agreement. 
 
Section 2. Agreement Effective Date.  This Agreement shall become effective and binding upon each 
of the Parties at 12:01 a.m., prevailing Eastern Time, on the Agreement Effective Date, which is the date on 
which all of the following conditions have been satisfied or waived in accordance with this Agreement: 
 

(a) each of the Company Parties shall have executed and delivered counterpart signature 
pages of this Agreement to counsel to each of the Parties; provided, however, that signature pages 
executed by Consenting Creditors shall (i) be treated in accordance with Section 13.18 and (ii) be 
delivered to other Consenting Creditors in a redacted form that removes the details of such Consenting 
Creditors’ holdings of Company Claims; 

 
(b) the following shall have executed and delivered counterpart signature pages of this 

Agreement to counsel to each of the Parties: 
 

(i) Consenting First Lien Creditors holding at least 66.67% of the aggregate 
outstanding principal amount of the First Lien Notes Claims; and 
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(ii) Consenting Second Lien Creditors holding at least 66.67% of the aggregate 
outstanding principal amount of the Second Lien Notes Claims; 

 
(c) each of the Company Parties and Backstop Parties shall have executed and delivered 

counterpart signature pages of the BCA to counsel to each of the parties thereto; and 
 

(d) counsel to the Company shall have given notice to counsel to the Consenting 
Creditors in the manner set forth in Section 13.10 hereof (by email or otherwise) that the other 
conditions to the Agreement Effective Date set forth in this Section 2 have occurred. 

 
Section 3. Definitive Documents. 
 

3.01. The “Definitive Documents” governing, related to, otherwise entered into in connection with, 
or utilized to implement or effect the Restructuring Transactions shall consist of the following, among others: 
(a) the Cash Collateral Order; (b) the Cash Collateral Motion; (c) the Solicitation Materials; (d) the Disclosure 
Statement; (e) the Disclosure Statement Motion; (f) the Disclosure Statement Order; (g) the Plan; (h) the 
Confirmation Brief; (i) the Confirmation Order; (j) the documents comprising the Exit Facility; (k) the 
Combined Motion (if applicable); (l) the Combined Order (if applicable); (m) the New Warrants Agreement; 
(n) the BCA; (o) the Plan Supplement; (p) the Cayman Restructuring Documents and the PDSA Dissolution 
Documents; (q) any amendments, amendments and restatements, modifications, commitments, contracts, 
plans, agreements, programs, and other arrangements, policies, and similar documents to give effect to the 
Restructuring Transactions contemplated by Exhibit D to the Restructuring Term Sheet (other than with 
respect to any Post-Emergence Management Incentive Plan); (r) those motions and proposed court orders that 
the Company files on or after the Petition Date (as defined below), including such motions and applications 
which the Company seeks to have heard on an expedited basis at the “first day hearing” (the “First Day 
Pleadings”) and all orders sought pursuant hereto or thereto; (s) any Governance Documents; (t) all regulatory 
filings necessary to implement the Restructuring Transactions; (u) any other pleadings or documents or briefs 
filed in connection with any of the foregoing or the Restructuring Transactions; and (v) orders, exhibits, 
annexes, schedules, amendments, modifications, supplements or other documents and/or agreements or such 
other definitive documentation relating to a recapitalization or restructuring of the Company Parties as is 
necessary or desirable to consummate the Restructuring Transactions (including any exhibits, amendments, 
modifications or supplements made to clauses (a) – (v)).  Notwithstanding anything to the contrary herein, 
any applications for the payment of compensation and reimbursement of expenses filed by any professional 
advisors to the Company Parties shall not be deemed to be Definitive Documents.  
 

3.02. Consent Rights Regarding Definitive Documents.  Each of the Definitive Documents shall 
be consistent in all respects with, and shall contain, the terms and conditions set forth in this Agreement, and 
shall otherwise be in form and substance acceptable to the Company Parties and the Required Consenting 
First Lien Creditors; provided, however, that (a) the Governance Documents shall be in form and substance 
and shall be determined by and acceptable only to the Required Consenting First Lien Creditors in their sole 
discretion, after consultation in good faith with the Company Parties, (b) the New Warrants Agreement, the 
New 2L Warrants, the Plan, and the Disclosure Statement shall contain the terms and conditions set forth in 
this Agreement, and shall otherwise be in form and substance acceptable to the Company Parties and the 
Required Consenting Creditors; and (c) the items in Sections 3.01(b), (c), (e), (h), (k), (r) and (u) shall be 
acceptable to the Company Parties and acceptable to the Required Consenting First Lien Creditors; provided, 
further that such documents in this clause (c) shall be deemed acceptable to the Required Consenting First 
Lien Creditors after the lesser of three (3) Business Days and four (4) calendar days from the date of receipt 
of any such documents, in each case, to the extent the Required Consenting First Lien Creditors (or their 
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counsel) do not object or inform the Company that such document is not acceptable (which may be by email) 
prior to such time. 

Section 4. Milestones.  The Company shall comply, and implement the Restructuring Transactions in 
accordance, with the following milestones (the “Milestones”) unless extended or waived in writing by the 
Company Parties and the Required Consenting First Lien Creditors pursuant to the terms hereof: 
 

(a) By 11:59 p.m. (prevailing Eastern Time) on October 31, 2020, the Petition Date shall 
have occurred; 

 
(b) On the Petition Date, the Company shall have filed the First Day Pleadings, the Plan, 

the Disclosure Statement, the Disclosure Statement Motion, and the Combined Motion (if applicable); 
 

(c) No later than 5 calendar days after the Petition Date, the Bankruptcy Court shall have 
entered the interim Cash Collateral Order; 
 

(d) No later than 16 calendar days after the Petition Date, the Bankruptcy Court shall 
have entered an order conditionally approving the Disclosure Statement; 

 
(e) No later than 30 calendar days after the Petition Date, the Bankruptcy Court shall 

have entered the final Cash Collateral Order; 
 

(f) No later than 55 calendar days after the Petition Date, the Bankruptcy Court shall 
have entered (i) the Confirmation Order or (ii) the Combined Order, if applicable;  

 
(g) No later than 59 calendar days after the Petition Date, the Cayman Islands court 

presiding over the Cayman Proceedings shall have entered all orders and confirmations (i.e., the 
sealed validation completing the Cayman Proceedings) relating to the Cayman Proceedings and such 
orders shall not be stayed, modified, revised, or vacated and shall not be subject to any pending 
appeal; and  

 
(h) No later than 61 calendar days after the Petition Date (the “Outside Date”), the Plan 

Effective Date shall have occurred. 
 
Section 5. Commitments of the Consenting Creditors. 
 

5.01. Affirmative Covenants. Subject to the terms and conditions hereof, for the duration of the 
Restructuring Support Period, each Consenting Creditor severally, and not jointly and severally, agrees, in 
respect of all its Company Claims/Interests, to:  
 

(a) negotiate in good faith and use commercially reasonable efforts to execute, deliver 
and implement the Definitive Documents to which it is required to be a party; 

 
(b) support and cooperate with the Company Parties to take all commercially reasonable 

actions necessary to consummate the Restructuring Transactions in accordance with the Plan and the 
terms and conditions of this Agreement, and vote and exercise any powers or rights available to it 
(including in any board, shareholders’, or creditors’ meeting or in any process requiring voting or 
approval to which they are legally entitled to participate) in each case, in favor of any matter requiring 
approval to the extent necessary to implement the Restructuring Transactions; 
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(c) give any notice, order, instruction, or direction to the applicable Agents and Indenture 

Trustees necessary to give effect to the Restructuring Transactions; and 
 
(d) support the Restructuring Transactions within the timeframes outlined herein and in 

the Definitive Documents and vote in favor of the Plan all Claims now or hereafter beneficially owned 
by such Consenting Creditor or for which it now or hereafter serves as the nominee, investment 
manager, or advisor for beneficial holders of Claims (and not withdraw or revoke its vote with respect 
to the Plan except in accordance with this Agreement).  For the avoidance of doubt, no Consenting 
Creditor may vote a Claim that it does not own or for which it does not serve as nominee, investment 
manager, or advisor for the beneficial holder of such Claim. 

 
5.02. Negative Covenants. Subject to the terms and conditions hereof, for the duration of the 

Restructuring Support Period, each Consenting Creditor severally, and not jointly and severally, agrees in 
respect of all its Company Claims/Interests not to, directly or indirectly: 
 

(a) propose, file, support, vote for, or solicit an Alternative Proposal; 
 

(b) object to, delay, impede, or take any other action to interfere with the acceptance, 
implementation, or consummation of the Restructuring Transactions; 

 
(c) take any action that is inconsistent with, or is intended to frustrate or impede 

approval, implementation and consummation of, the Restructuring Transactions described in this 
Agreement or the Term Sheet; 

 
(d) exercise any right or remedy, or direct any other person, including any Agent or any 

Indenture Trustee (as applicable) to exercise any right or remedy, for the enforcement, collection, or 
recovery of any of its Company Claims, other than to enforce this Agreement or any Definitive 
Documents or as otherwise permitted under this Agreement; 

 
(e) file any motion, pleading, or Definitive Document with the Bankruptcy Court or any 

other court (including any modifications or amendments thereof) that, in whole or in part, is 
inconsistent with this Agreement, the Plan or any Definitive Documents; or 

 
(f) object to, delay, impede, or take any other action to interfere with the Company 

Parties’ ownership and possession of their assets, wherever located, or interfere with the automatic 
stay arising under Section 362 of the Bankruptcy Code; provided, however, that nothing in this 
Agreement shall limit the right of any Party to exercise any right or remedy provided under this 
Agreement, the Confirmation Order or any other Definitive Document. 

 
5.03. Commitments Regarding the Chapter 11 Cases. In addition to the obligations set forth in 

Sections 5.01 and 5.02, during the Restructuring Support Period, each Consenting Creditor that is entitled to 
vote to accept or reject the Plan pursuant to its terms agrees, severally and not jointly, that it shall, subject to 
receipt by such Consenting Creditor of the Disclosure Statement and the Solicitation Materials: 
 

(a) vote each of its Company Claims/Interests to accept the Plan by delivering its duly 
executed and completed ballot accepting the Plan on a timely basis following the commencement of 
the solicitation of votes with respect to the Plan; 
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(b) to the extent it is permitted to elect whether to opt out of the releases set forth in the 
Plan, elect not to opt out of the releases set forth in the Plan by timely delivering its duly executed 
and completed ballot(s) designating that it does not opt out of the releases; and 

 
(c) not change, withdraw, amend, or revoke (or cause to be changed, withdrawn, 

amended, or revoked) any vote or election referred to in clauses (a) and (b) above; provided, however, 
that nothing in this Agreement shall prevent any Party from withholding, amending, or revoking (or 
causing the same) its timely consent or vote with respect to the Plan if this Agreement has been 
terminated in accordance with its terms with respect to such Party. 

Notwithstanding any other provision of this Agreement, including this Section 5, nothing in this Agreement 
shall require any Consenting Creditor to (i) incur any material expenses, liabilities or other obligations, or 
agree to any commitments, undertakings, concessions, indemnities or other arrangements that could result in 
expenses, liabilities or other obligations to any Consenting Creditor or its Affiliates other than as expressly 
provided in this Agreement (including the Restructuring Term Sheet) or in the BCA, (ii) enter into a Definitive 
Agreement requiring such Consenting Creditor to contribute additional capital, subscribe for additional equity 
interests or provide or fund additional debt commitments, other than as expressly provided in this Agreement 
(including the Restructuring Term Sheet) or in the BCA, or (iii) provide any information that it determines, 
in its sole discretion, to be sensitive or confidential. 
 

5.04. Notwithstanding anything contained in this Agreement, and notwithstanding any delivery of 
a consent or vote to accept the Plan by any Consenting Creditor, or any acceptance of the Plan by any class 
of creditors, nothing in this Agreement shall: 
 

(a) be construed to prohibit any Consenting Creditor from asserting or enforcing rights 
in any applicable bankruptcy, insolvency, foreclosure or similar proceeding, including the right to 
appear as a party in interest in any matter to be adjudicated in order to be heard concerning any matter 
arising in the Chapter 11 Cases, in each case; provided, however, that such appearance and the 
positions advocated in connection therewith (i) are not inconsistent with this Agreement and (ii) either 
(A) are not for the purpose of hindering, delaying or preventing consummation of the Plan or the 
Restructuring Transactions or (B) do not otherwise prevent the consummation of the Plan or the 
achievement of the Milestones; 

 
(b) impair or waive any rights of any Consenting Creditor under any applicable credit 

agreement, indenture, other loan document, or any other contract, stipulation, or applicable law, and 
nothing herein shall constitute a waiver or amendment of any provision thereof; provided, however, 
that the exercise of such rights (i) is not inconsistent with the terms of this Agreement and (ii) either  
(A) are not for the purpose of hindering, delaying or preventing consummation of the Plan or the 
Restructuring Transactions or (B) do not otherwise prevent the consummation of the Plan or the 
achievement of the Milestones; 

 
(c) be construed to impair or limit any rights of any Consenting Creditor to purchase, 

sell or enter into any transactions in connection with its Company Claims/Interests subject to the 
terms of this Agreement pursuant to Section 11 hereof; 

 
(d) be construed to impair or limit any rights of any Consenting Creditor to consult with 

other Consenting Creditors or any other party in interest in the Chapter 11 Cases;  
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(e) be construed to impair or limit any rights of any Consenting Creditor to enforce any 
right, remedy, condition, consent or approval requirement under this Agreement or any of the 
Definitive Documents; 

 
(f) be construed to impair or waive the rights of any Consenting Creditor to assert or 

raise any objection not prohibited under this Agreement;  

(g) be constructed to prohibit any Consenting Creditor from contesting whether any 
matter, fact, or thing is a breach of, or is inconsistent with, this Agreement; 

 
(h) obligate a Consenting Creditor to deliver a vote to support the Plan or prohibit a 

Consenting Creditor from withdrawing such vote, in each case from and after the Termination Date 
(other than a Termination Date as a result of the occurrence of the Plan Effective Date); provided, 
however, that upon the withdrawal of any such vote after the Termination Date (other than a 
Termination Date as a result of the occurrence of the Plan Effective Date), such vote shall be deemed 
void ab initio and such Consenting Creditor shall have the opportunity to change its vote; 

(i) (i) prevent any Consenting Creditor from taking any action which is required by 
applicable Law, (ii) require any Consenting Creditor to take any action which is prohibited by 
applicable Law or to waive or forego the benefit of any applicable legal professional privilege, or (iii) 
require any Consenting Creditor to incur any expenses, liabilities or other obligations, or agree to any 
commitments, undertakings, concessions, indemnities or other arrangements that could result in 
expenses, liabilities or other obligations (other than (x) as expressly set forth in and subject to the 
terms of the BCA and (y) the other obligations set forth herein not requiring the incurrence of 
expenses, liabilities or financial obligations or commitments); provided, however, that if any 
Consenting Creditor proposes to take any action that is otherwise inconsistent with this Agreement 
in order to comply with applicable law, such Consenting Creditor shall provide at least three (3) 
Business Days’ advance notice to the Company Parties;  

(j) prevent any Consenting Creditor by reason of this Agreement or the Restructuring 
Transactions from making, seeking, or receiving any regulatory filings, notifications, consents, 
determinations, authorizations, permits, approvals, licenses, or the like; or 

(k) prohibit any Consenting Creditor from taking any action that is not inconsistent with 
this Agreement. 

Section 6. Covenants of the Company Parties. 
 

6.01. Affirmative Covenants of the Company Parties. For the duration of the Restructuring Support 
Period and subject to Sections 6.03(a) and 6.03(b), the Company Parties shall agree to: 
 

(a) support and cooperate with the Consenting Creditors to take all commercially 
reasonable actions necessary to consummate the Restructuring Transactions in accordance with the 
Plan and the terms and conditions of this Agreement, and vote and exercise any powers or rights 
available to it (including in any board, shareholders’, or creditors’ meeting or in any process requiring 
voting or approval to which they are legally entitled to participate) in each case, in favor of any matter 
requiring approval to the extent necessary to implement the Restructuring Transactions; 

 

Case 20-35212   Document 4-3   Filed in TXSB on 10/30/20   Page 17 of 71



 
 

17 
 
 
US-DOCS\116626885.29 

(b) negotiate in good faith and use commercially reasonable efforts to execute, deliver 
and implement the Definitive Documents and any other required agreements to effectuate and 
consummate the Restructuring Transactions; 

 
(c) obtain any and all required governmental, regulatory, licensing, Bankruptcy Court, 

or other approvals (including any necessary third-party consents) necessary to implement and/or 
consummate the Restructuring Transactions; 

 
(d) to the extent any legal or structural impediment arises that would prevent, hinder, or 

delay the consummation of the Restructuring Transactions contemplated in this Agreement, support 
and take all steps commercially reasonably necessary to address any such impediment; 

(e) lift or otherwise reverse the effect of any injunction or other order or ruling of a court 
or regulatory body that would impede the consummation of the Restructuring Transactions; 

 
(f) notify counsel to the Consenting Creditors Promptly upon becoming aware of: (i)  a 

Termination Event or event that they know, or reasonably expect is likely, to give rise to a 
Termination Event, (ii) any person or entity challenging the validity or priority of, or seeking to avoid, 
any lien securing the First Lien Notes Claims or Second Lien Notes Claims pursuant to a pleading 
filed with the Bankruptcy Court or otherwise; (iii) any matter or circumstance which they know, or 
reasonably expect is likely, to be a material impediment to the implementation or consummation of 
the Restructuring Transactions; (iv) any notice of any commencement of any material involuntary 
Insolvency Proceedings, legal suit for payment of debt or securement of security from or by any 
person in respect of any Company Party; (v) a breach of this Agreement (including a breach by any 
Company Party); (vi) any representation or statement made or deemed to be made by them under this 
Agreement which is or proves to have been materially incorrect or misleading in any respect when 
made or deemed to be made; and (vii) any notice from any third party alleging that the consent of 
such party is or may be required in connection with the Restructuring Transactions; 

 
(g) upon the reasonable request of the counsel to the Consenting First Lien Creditors, as 

soon as reasonably practicable but in no event more than two (2) Business Days after such request, 
inform counsel to the Consenting First Lien Creditors and, if requested by counsel, the Consenting 
First Lien Creditors of (i) material developments, material negotiations, or material proposals relating 
to any material contracts or any case or controversy that may be commenced against any Company 
Party or any of their Subsidiaries that would reasonably be expected to materially impede or prevent 
consummation of the Restructuring Transactions; (ii) the material business and financial (including 
liquidity) performance of the Company Parties and their Subsidiaries; and (iii) the status and progress 
of the Restructuring Transactions (including obtaining any necessary consents or authorization);  

 
(h) cause the signature pages attached to this Agreement to be redacted to the extent this 

Agreement is filed on the docket maintained in the Chapter 11 Cases, posted on the Company’s 
website, or otherwise made publicly available; 

 
(i) provide the counsel to the Consenting First Lien Creditors the reasonable advance 

opportunity, absent exigent circumstances, of the lesser of three (3) Business Days and four (4) 
calendar days in advance of when the Company Parties intend to file such documents, to review draft 
copies of all motions, declarations, pleadings, supporting exhibits, and proposed orders relating to the 
Definitive Documents (including all First Day Pleadings and “second day” pleadings and any Plan-
related pleadings) and any other documents that the Company intends to file in the Chapter 11 Cases, 
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and, without limiting any consent rights set forth in this Agreement, consider in good faith any 
comments provided by such counsel to the Consenting First Lien Creditors with respect to the form 
and substance of any such proposed filing; and 

 
(j) timely file a formal objection to any motion filed with the Bankruptcy Court by any 

person seeking the entry of an order (i) directing the appointment of an examiner or a trustee, (ii) 
converting any Chapter 11 Case to a case under chapter 7 of the Bankruptcy Code, or (iii) dismissing 
any of the Chapter 11 Cases; 

(k) timely file a formal objection to any motion filed with the Bankruptcy Court by a 
third party seeking the entry of an order modifying or terminating the Company Parties’ exclusive 
right to file and/or solicit acceptances of a plan of reorganization, as applicable; 

(l) oppose and object to the efforts of any person seeking to object to, delay, impede, or 
take any other action to interfere with the acceptance, implementation, or consummation of the 
Restructuring Transactions (including, if applicable, the filing of timely filed objections or written 
responses) to the extent such opposition or objection is reasonably necessary to facilitate 
implementation of the Restructuring Transactions; 

 
(m) consult and negotiate in good faith with the Consenting Creditors and their advisors 

regarding the execution of the Restructuring Transactions; 
 

(n) on or after the date hereof, not engage in any material merger, consolidation, 
disposition, acquisition, investment, dividend, incurrence of indebtedness or other similar transaction 
outside the ordinary course of business other than the Restructuring Transactions or a transaction 
consented to by the Required Consenting First Lien Creditors pursuant to Section 6.02(n); 

 
(o) to the extent the Company Parties receive any joinders or Transfer Agreements, 

notify the Consenting First Lien Creditors of such joinders and Transfer Agreements; 
 

(p) use commercially reasonable efforts to operate in the ordinary course of business and 
in accordance with past practices, taking into account the Restructuring Transactions; and 

 
(q) use commercially reasonable efforts to maintain their good standing under the Laws 

of the state or other jurisdiction in which they are incorporated or organized. 
 

6.02. Negative Covenants of the Company Parties. Subject to the terms and conditions hereof, for 
the duration of the Restructuring Support Period, the Company (except with the prior written consent of the 
Required Consenting Creditors) shall not, directly or indirectly: 
 

(a) object to, delay, impede, or take any other action to interfere with the acceptance, 
implementation or consummation of the Restructuring Transactions; 

 
(b) take any action that is inconsistent with, or is intended to frustrate or impede 

approval, implementation and consummation of, the Restructuring Transactions described in this 
Agreement or the Term Sheet; 

 
(c) take any action to solicit, initiate, encourage, or assist the submission or development 

of an Alternative Proposal; 
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(d) (i) publicly announce its intention not to pursue the Restructuring Transactions; (ii) 
suspend or revoke the Restructuring Transactions; or (iii) execute, implement or enter into any 
agreements, instruments, or other documents (including any modifications or amendments to any 
Definitive Documents necessary to effectuate the Restructuring Transactions) that, in whole or in 
part, are not consistent with this Agreement (including the consent rights provided herein); 

(e) other than as required by this Agreement, the Restructuring Term Sheet or the Plan, 
(i) redeem, purchase or acquire, or offer to acquire any shares of, or any options, warrants, conversion 
privileges, or rights of any kind to acquire any shares of, any of its capital stock or other equity 
interests, or (ii) issue, sell, pledge, dispose of, or grant or incur any encumbrance on, any shares of, 
or any options, warrants, conversion privileges, or rights of any kind to acquire any shares of, any of 
its capital stock or other equity interests (other than issuances of equity interests upon the exercise, 
exchange, or conversion of options, warrants, or other conversion privileges that are outstanding as 
of the date hereof and only in accordance with the terms of such options, warrants, or other conversion 
privileges as in effect on the date hereof); 

 
(f) other than as required by this Agreement, the Restructuring Term Sheet or the Plan, 

amend or propose to amend its current governance documents; 
 

(g) other than as required by the Restructuring Term Sheet or the Plan, (i) split, combine 
or reclassify any outstanding shares of its capital stock or other equity interests, or (ii) declare, set 
aside or pay any dividend or other distribution payable in cash, stock, property, a combination thereof, 
or otherwise with respect to any of its capital stock or other equity interests or any capital stock or 
other equity interests of any other Person; 

 
(h) subject to Section 6.02(n) below, other than as required by the Restructuring Term 

Sheet or the Plan, (i) sell (including any sale leaseback transaction), lease, mortgage, pledge, grant, 
or incur any encumbrance on, or otherwise Transfer, any properties or assets of the Company Parties 
or Subsidiary thereof, including any Equity Interests, (ii) purchase, lease, or otherwise acquire (by 
merger, exchange, consolidation, acquisition of stock or assets or otherwise) any assets or properties, 
other than in the ordinary course of business, (iii) enter into any merger with or into, or consolidation 
or amalgamation with, any other Person, other than in the ordinary course of business, (iv) permit any 
other Person to enter into any merger with or into, or consolidation or amalgamation with, it, other 
than in the ordinary course of business, or (v) enter into any joint venture, partnership, sharing of 
profits or other similar arrangement involving co-investment between a Company Party or Subsidiary 
thereof and any other Person, other than in the ordinary course of business;  

 
(i) subject to Section 6.02(n) below, other than as required by this Agreement, the 

Restructuring Term Sheet or the Plan, enter into any transaction, or proposed settlement of any 
material claim, litigation, dispute, controversy, cause of action, proceeding, or appeal (except matters 
fully covered by insurance), that will materially impair the Company’s ability to consummate the 
Restructuring Transactions or materially impair the value that the Company is committing to provide 
holders of Company Claims in accordance with this Agreement; 

 
(j) other than as required by this Agreement, the Restructuring Term Sheet or the Plan, 

or a transaction consented to by the Required Consenting First Lien Creditors pursuant to Section 
6.02(n), enter into any contract or agreement with any Affiliate of a Company Party or its 
Subsidiaries, in each case, other than contracts and agreements solely by and among Debtors and 
entered into in the ordinary course of business; 
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(k) amend or modify the Plan, in whole or in part, in a manner that is not consistent with 
this Agreement in all respects; 

 
(l) file any motion, pleading, or Definitive Document with the Bankruptcy Court or 

any other court (including any modifications or amendments thereof) that, in whole or in part, is 
inconsistent with this Agreement, the Plan, any Definitive Documents, or a transaction consented to 
by the Required Consenting First Lien Creditors pursuant to Section 6.02(n), in each case, that is 
inconsistent with Section 3.02 herein; 

(m) other than as required by this Agreement, the Restructuring Term Sheet or the Plan, 
establish, adopt, enter into, modify, or amend any employment, consulting, severance, separation, 
change of control, retention, bonus, short-term or long-term cash, equity or equity-based incentive, 
key employee incentive, key employee retention, compensation or deferred compensation, retirement, 
health, welfare or other employee or fringe benefit agreement, program, policy, plan, practice or 
arrangement, or any similar documents, policies, plans, programs, or agreements; provided, however, 
that this paragraph shall not apply to the Company Parties’ ordinary course: (i) changes in connection 
with annual welfare benefit plan renewals, (ii) amendments to any employee or fringe benefit plan 
that does not result in an increase in annual cost to the Company Parties in excess of $250,000, in the 
aggregate, (iii) entering into or amendments to non-executive employment agreements or offer letters 
that do not provide any new, or increase any existing, severance, separation or transaction-based 
payments or benefits other than severance payments that are required by applicable law, (iv) shifting 
of previously furloughed non-executive employees back to full-time work, (v) staffing decisions with 
respect to non-executive employees such as promotions (not including promotions to the executive 
level) and compensation adjustments associated with such non-executive position changes that are 
consistent with the Company Parties’ past practices, (vi) hiring of new non-executive employees, 
individual consultants independent contractors or anyone who would not be eligible for the Change 
in Control Severance Policy, dated August 25, 2020, or (vii) termination of any equity or equity based 
award; or 

 
(n) effectuate any scrapping, retiring or other disposition of drillships, rig-strategy, or 

any internal restructuring of the ownership of any of their drillships, or implement or consummate 
any related transactions or otherwise enter into a transaction outside the ordinary course of business, 
in each case, without the consent of the Required Consenting First Lien Creditors; provided, that for 
the purposes of such consent in this sub-paragraph, the Required Consenting First Lien Creditors shall 
designate a single Required Consenting First Lien Creditor from whom the Company may obtain 
consent and such Required Consenting First Lien Creditor shall consult in good faith with the 
Company regarding such consent. 

6.03. Additional Provisions Regarding the Company Parties’ Commitments. 
 

(a) In the event the Company receives an Alternative Proposal, the Company shall 
Promptly notify the Consenting Creditors no later than one (1) Business Day following receipt thereof 
of the existence and material terms of such Alternative Proposal and provide a written copy (if 
available and subject to any confidentiality provisions of such Alternative Proposal).  

 
(b) Notwithstanding anything to the contrary in this Agreement, nothing in this 

Agreement shall require a Company Party or the board of directors, board of managers, or similar 
governing body of a Company Party, after consulting with counsel, to take any action or to refrain 
from taking any action with respect to the Restructuring Transactions to the extent taking or failing 
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to take such action would be inconsistent with or a violation of applicable law or its fiduciary 
obligations under applicable law, and any such action or inaction pursuant to this Section 6.03(b) 
shall not be deemed to constitute a breach of this Agreement; provided, however, that to the extent 
any such action or inaction is inconsistent with this Agreement or would be a breach of this Agreement 
absent this Section 6.03(b), including a determination to pursue any Alternative Proposal, the 
Company Parties shall provide the Consenting Creditors with written notice two (2) Business Days 
prior to when it or they intend take such action, and in any event in advance of taking such action 
(such notice, the “Alternative Proposal Termination Notice”). 

(c) Notwithstanding anything to the contrary in this Agreement, but subject to the terms 
of Section 6.03(b) hereof, each Company Party and its directors, officers, employees, investment 
bankers, attorneys, accountants, consultants, and other advisors or representatives shall have the right 
to: (i) consider, respond to, and facilitate unsolicited Alternative Proposals; (ii) provide access to non-
public information concerning any Company Party to any Entity or enter into Confidentiality 
Agreements or nondisclosure agreements with any Entity; (iii) maintain, or continue discussions or 
negotiations with respect to Alternative Proposals; (iv) otherwise cooperate with, assist, participate 
in, or facilitate any inquiries, proposals, discussions, or negotiation of unsolicited Alternative 
Proposals; and (v) enter into or continue discussions or negotiations with holders of any Company 
Claim (including any Consenting Creditor), any other party in interest, or any other Entity regarding 
the Restructuring Transactions or Alternative Proposals; provided, that the Company shall not seek 
or solicit any Alternative Proposal; provided, further, that the Company shall provide to the Creditor 
Professionals (a) copies of any such Alternative Proposal no later than one (1) Business Day following 
receipt thereof by the Company or its advisors and (b) such other information (including copies of 
any materials provided to or from any person making an Alternative Proposal) as necessary to keep 
the Creditor Professionals contemporaneously informed as to the status and substance of discussions 
related thereto.  

 
(d) The Company acknowledges that it has reviewed this Agreement and has decided to 

enter into this Agreement in the exercise of its fiduciary duties. 
 
Section 7. Mutual Representations, Warranties and Covenants.  
 

7.01. Each of the Parties, severally and not jointly, represents, warrants and covenants to each other 
Party that the following statements are true, correct, and complete as of the date hereof (or, if later, the date 
that such Party (or if such Party is a Transferee, such Transferee) first became or becomes a Party): 
 

(a) it is validly existing and in good standing under the Laws of the jurisdiction of its 
organization, and this Agreement is a legal, valid, and binding obligation of such Party, enforceable 
against it in accordance with its terms, except as enforcement may be limited by bankruptcy, 
insolvency, reorganization, moratorium, or other similar Laws relating to or limiting creditors’ rights 
generally or by equitable principles relating to enforceability; 

 
(b) except as expressly provided in this Agreement, the Restructuring Term Sheet, the 

Plan, the BCA or in the Bankruptcy Code (if applicable) or as may be required for disclosure by the 
U.S. Securities and Exchange Commission or other securities regulatory authorities under applicable 
Laws, no material consent or approval of, or any registration or filing with, or notice to any other 
Person is required for it to carry out the Restructuring Transactions contemplated by, and perform its 
obligations under, this Agreement; 
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(c) except as expressly provided in this Agreement, it has (or will have, at the relevant 
time) all requisite corporate or other power and authority to enter into, execute, and deliver this 
Agreement and to effectuate the Restructuring Transactions contemplated by, and perform its 
obligations under, this Agreement; and 

 
(d) the entry into, and performance by it of, this Agreement and the Restructuring 

Transactions contemplated by this Agreement do not, and will not, conflict in any material respect 
with any Law or regulation applicable to it or with any of its articles of association, memorandum of 
association or other constitutional documents.   
 

Section 8. Company Representations.  Each Company Party represents, warrants and covenants to 
each other Party that the following statements are true, correct, and complete as of the date hereof: 
 

8.01. No Company Party nor any of its Subsidiaries nor any of their respective directors, officers 
or employees nor any other representative acting on behalf of any Company Party or any of its Subsidiaries, 
has in any material respect: (a) used any funds of a Company Party or any of its Subsidiaries for any unlawful 
contribution, gift, entertainment or other unlawful expense, in each case, relating to political activity; (b) made 
any direct or indirect unlawful payment to any foreign or domestic government official or employee from 
corporate funds; (c) violated or is in violation of any provision of the U.S. Foreign Corrupt Practices Act of 
1977; or (d) made any bribe, rebate, payoff, influence payment, kickback or other similar unlawful payment. 

 
8.02. The operations of the Company Parties and their Subsidiaries are and have been at all times 

conducted in compliance in all material respects with applicable financial recordkeeping and reporting 
requirements of the U.S. Currency and Foreign Transactions Reporting Act of 1970, the money laundering 
statutes of all jurisdictions (and the rules and regulations promulgated thereunder) to which the Company 
Parties are subject and any related or similar applicable Laws (collectively, the “Money Laundering Laws”) 
and no legal proceeding by or before any Governmental Entity or any arbitrator involving any Company Party 
or any of its Subsidiaries with respect to Money Laundering Laws is pending or threatened. 

 
8.03. No Company Party nor any of its Subsidiaries nor any of their respective directors, officers 

or employees nor any agent or other Person acting on behalf of the Company or any of its Subsidiaries, is 
currently subject to any U.S. sanctions administered by the Office of Foreign Assets Control of the United 
States Treasury Department. 

 
Section 9. Ownership of Claims.  Each Consenting Creditor, severally and not jointly, represents and 
warrants that, as of the date such Consenting Creditor executes and deliver this Agreement or a Transfer 
Agreement, as applicable: 
 

9.01. it is the beneficial or record owner of the face amount of the Company Claims/Interests or is 
the nominee, investment manager, or advisor for beneficial holders of the Company Claims/Interests reflected 
in, and it is not the beneficial or record owner of any Company Claims/Interests other than those reflected in, 
such Consenting Creditor’s signature page to this Agreement or a Transfer Agreement, as applicable. 
 

9.02. it has the full power and authority to act on behalf of, vote and consent to matters concerning  
such Company Claims/Interests; 

 
9.03. other than pursuant to this Agreement, such Company Claims/Interests are free and clear of 

any pledge, lien, security interest, charge, claim, equity, option, proxy, voting restriction, right of first refusal 
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or other limitation on disposition, transfer, or encumbrance of any kind, that would adversely affect in any 
way such Consenting Creditor’s performance of its obligations contained in this Agreement at the time such 
obligations are required to be performed; and 
 

9.04. it has the full power to vote, approve changes to, and Transfer all of its Company 
Claims/Interests referable to it as contemplated by this Agreement subject to applicable Law. 
 
Section 10. Termination Events. 
 

10.01. Consenting First Lien Creditor Termination Events.  This Agreement may be terminated by 
the Required Consenting First Lien Creditors by the delivery to the Company and the other Parties of a written 
notice in accordance with Section 13.10 hereof upon the occurrence and continuation of any of the following 
events (each, a “First Lien Creditor Termination Event”):  
 

(a) the Company’s failure to meet, satisfy or achieve a Milestone, which Milestone 
remains unsatisfied for three (3) Business Days (unless such Milestone has been waived or extended 
in a manner consistent with this Agreement); provided, however, that the right to terminate this 
Agreement under this Section 10.01(a) on account of a failure by the Company to meet, satisfy or 
achieve a Milestone may not be asserted by a Consenting First Lien Creditor if the Company’s failure 
to comply with such Milestone is caused by, or results from, the breach by such Consenting First Lien 
Creditor of its covenants, agreements or obligations under this Agreement; 

 
(b) the breach in any material respect by a Company Party of any of the representations, 

warranties, or covenants of such Party set forth in this Agreement that (i) is adverse to the Consenting 
First Lien Creditor seeking termination pursuant to this provision and (ii) remains uncured (if 
susceptible to cure) for three (3) Business Days after such terminating Consenting First Lien Creditor 
transmits a written notice in accordance with Section 13.10 hereof identifying any such breach; 

 
(c) the issuance by any Governmental Entity, including any regulatory authority or court 

of competent jurisdiction, of any ruling or order that (i) would reasonably be expected to prevent the 
consummation of or materially alter the Restructuring Transactions and (ii) remains in effect for 
fifteen (15) Business Days after such terminating Consenting First Lien Creditors transmit a written 
notice in accordance with Section 13.10 identifying any such issuance; provided, that this termination 
right may not be exercised by any Consenting First Lien Creditor that sought or requested such ruling 
or order in contravention of any obligation set out in this Agreement; 

 
(d) the Bankruptcy Court enters an order denying confirmation of the Plan; provided, 

however, that if the denial of confirmation of the Plan is (i) due to a technical infirmity (e.g., 
classification issue) that does not require re-solicitation of the Plan and Disclosure Statement to cure 
such infirmity and (ii) does not impact the expected economic recovery or terms provided to holders 
of First Lien Claims under the Plan, the Required Consenting First Lien Creditors and the Company 
Parties shall use commercially reasonable efforts to cure the technical infirmity causing the basis for 
the denial and, if the Required Consenting First Lien Creditors have agreed to such cure (evidenced 
in writing, which may be by email) within five (5) Business Days of such denial, then no Party may 
terminate this Agreement pursuant to this Section 10.01(d); provided, further, that nothing contained 
in this Section 10.01(d) shall be deemed to modify or extend any applicable Milestones; 

 
(e) the entry of an order by the Bankruptcy Court, or the filing of a motion or application 

by any Company Party seeking an order (without the prior written consent of the Required Consenting 
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First Lien Creditors), (i) dismissing any of the Chapter 11 Cases, (ii) converting one or more of the 
Chapter 11 Cases to a case under chapter 7 of the Bankruptcy Code, (iii) appointing, in one or more 
of the Chapter 11 Cases, a trustee or examiner with expanded powers beyond those set forth in 
Sections 1106(a)(3) and (4) of the Bankruptcy Code; provided that an examiner appointed solely to 
review fees and expenses of professionals retained in the Chapter 11 Cases shall not constitute a 
Termination Event under Section 10 hereof; or (iv) terminating the Company’s exclusivity under 
Bankruptcy Code Section 1121; 

(f) the entry into, implementation, modification, amendment, filing of or making public 
any of the Definitive Documents without the consent of the applicable Required Consenting First 
Lien Creditors to the extent required in accordance with this Agreement; 

 
(g) entry of an order by the Bankruptcy Court granting relief from the automatic stay 

imposed by Section 362 of the Bankruptcy Code authorizing any party to proceed against any asset 
of any Company Party that would materially and adversely affect the Company Party’s operational 
or financial performance; 

 
(h) any of the Company Parties (i) withdraws the Plan, (ii) publicly announces their 

intention not to support the Restructuring Transactions or (iii) files, publicly announces, or executes 
a definitive written agreement with respect to an Alternative Proposal;  
 

(i) upon (i) a filing by any of the Company Parties of any motion, objection, application 
or adversary proceeding challenging the validity, enforceability, perfection or priority of, or seeking 
avoidance, subordination or characterization of the First Lien Notes Claims or the Second Lien Notes 
Claims, and/or the liens securing any such Claims or asserting any other claim or cause of action 
against and/or with respect to any such Claims, liens, any Consenting Creditor or any Agent or 
Indenture Trustee under any of the relevant debt documents (or if the Company Parties support any 
such motion, application or adversary proceeding commenced by any third party) or (ii) the entry of 
an order by the Bankruptcy Court providing relief adverse to the interests of any Consenting Creditor 
or any Agent or Indenture Trustee with respect to any of the foregoing claims, causes of action or 
proceedings, including an order granting standing to any other party to prosecute such claims, causes 
of action or proceedings;  
 

(j) the Company files any motion or pleading with the Bankruptcy Court that is 
inconsistent in any material respect with this Agreement and such motion or pleading has not been 
withdrawn within two (2) Business Days of receipt by the Company of written notice from the 
Required Consenting First Lien Creditors that such motion or pleading is inconsistent with this 
Agreement; 

 
(k) upon the delivery of an Alternative Proposal Termination Notice by the Company 

Parties, or upon a failure to provide an Alternative Proposal Termination Notice when required 
pursuant to Section 6.03(b) (delivery of an Alternative Proposal pursuant to Section 6.03(a) or Section 
6.03(c) shall not constitute a termination event hereunder); 

 
(l) upon termination of the BCA;  
 
(m) failure by the Company Parties to pay the Consenting First Lien Creditor Fees and 

Expenses set forth in Section 13.12 of this Agreement as and when required under the Fee Letters; or  
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(n) the Bankruptcy Court enters a judgment (including an order granting partial summary 
judgment) that is not subject to a stay at any time following the tenth (10th) calendar day after the 
entry thereof against the Company on any of the counts asserted against it (currently or in the future), 
which judgment adversely affects (or would adversely affect if enforced) the Consenting First Lien 
Creditors’ ability to obtain the recoveries contemplated in the Restructuring Term Sheet, including 
the value of any equity, guaranties of indebtedness, or other obligations to be provided by the 
Company thereunder, and/or (ii) the Company enters into a settlement or other agreement in respect 
of any of the counts asserted against it that materially and adversely affects (or would adversely affect 
if consummated) the Consenting First Lien Creditors’ ability to obtain the recoveries contemplated 
by the Restructuring Term Sheet, including the value of any equity, guaranties of indebtedness, or 
other obligations to be provided by the Company thereunder. 

 
10.02. Consenting Second Lien Creditor Termination Events.  This Agreement may be terminated 

by the Required Consenting Second Lien Creditors by the delivery to the Company and the other Parties of a 
written notice in accordance with Section 13.10 hereof upon the occurrence and continuation of any of the 
following events (each, a “Second Lien Creditor Termination Event”): 

 
(a) the Company’s failure to meet, satisfy or achieve the Milestone set forth in 

Section 4(h) (unless such Milestone has been waived or extended in a manner consistent with this 
Agreement; provided that such Milestone shall not have been extended to any date on or after January 
31, 2021, without the consent of the Required Consenting Second Lien Creditors); provided, however, 
that the right to terminate this Agreement under this Section 10.02(a) on account of a failure by the 
Company to meet, satisfy or achieve such Milestone may not be asserted by a Consenting Second 
Lien Creditor if the Company’s failure to comply with such Milestone is caused by, or results from, 
the breach by such Consenting Second Lien Creditor of its covenants, agreements or obligations under 
this Agreement;  

 
(b) upon termination of this Agreement by the Required Consenting First Lien Creditors 

under Section 10.01(d), or by the Company under Section 10.03(d);  
  
(c) upon the delivery of an Alternative Proposal Termination Notice by the Company 

Parties, or upon a failure to provide an Alternative Proposal Termination Notice when required 
pursuant to Section 6.03(b) (delivery of an Alternative Proposal pursuant to Section 6.03(a) or Section 
6.03(c) shall not constitute a termination event hereunder); or  

 
(d) failure by the Company Parties to pay the Consenting Second Lien Creditor Fees and 

Expenses set forth in Section 13.12 of this Agreement as and when required pursuant to the terms of 
Section 13.12 (including the limitations set forth therein).   

 
10.03. Company Party Termination Events.  Any Company Party may terminate this Agreement as 

to all Parties, in each case, upon prior written notice to all Parties in accordance with  Section 13.10 upon the 
occurrence of any of the following events (each a “Company Termination Event”): 
 

(a) the breach in any material respect of any representations, warranties, or covenants by 
Consenting Creditors holding (i) an amount of First Lien Notes Claims that would result in non-
breaching Consenting First Lien Creditors holding less than two-thirds of the aggregate principal 
amount of First Lien Notes Claims or (ii) an amount of the Second Lien Notes Claims that would 
result in non-breaching Consenting Second Lien Creditors holding less than two-thirds of the 
aggregate principal amount of Second Lien Notes Claims, in each case that remains uncured for a 
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period of ten (10) calendar days after the receipt by the Consenting Creditors of written notice of such 
breach; 

 
(b) two (2) Business Days after the delivery of an Alternative Proposal Termination 

Notice by the Company Parties (delivery of an Alternative Proposal pursuant to Section 6.03(a) or 
Section 6.03(c) shall not constitute a termination event hereunder); 

(c) upon termination of the BCA;  
 

(d) the Bankruptcy Court enters an order denying confirmation of the Plan; provided, 
however, that if the denial of confirmation of the Plan is (i) due to a technical infirmity (e.g., 
classification issue) that does not require re-solicitation of the Plan and Disclosure Statement to cure 
such infirmity and (ii) does not impact the expected economic recovery or terms provided to holders 
of First Lien Claims under the Plan, the Required Consenting First Lien Creditors and the Company 
Parties shall use commercially reasonable efforts to cure the technical infirmity causing the basis for 
the denial and, if the Required Consenting First Lien Creditors have agreed to such cure (evidenced 
in writing, which may be by email) within five (5) Business Days of such denial, then no Party may 
terminate this Agreement pursuant to this Section 10.01(d); provided, further, that nothing contained 
in this Section 10.01(d) shall be deemed to modify or extend any applicable Milestones; 
 

(e) the issuance by any Governmental Entity, including any regulatory authority or court 
of competent jurisdiction, of any ruling or order that (i) would reasonably be expected to prevent the 
consummation of or materially alter the Restructuring Transactions and (ii) remains in effect for 
fifteen (15) Business Days after such terminating Company Party transmits a written notice in 
accordance with Section 13.10 identifying any such issuance; provided, that this termination right 
may not be exercised by any Company Party that sought or requested such ruling or order in 
contravention of any obligation set out in this Agreement; or 

 
(f) any Consenting Creditor files any motion or pleading with the Bankruptcy Court that 

is inconsistent in any material respect with this Agreement and such motion or pleading has not been 
withdrawn within two (2) Business Days of receipt by the applicable Consenting Creditor of written 
notice from the Company that such motion or pleading is inconsistent with this Agreement; provided, 
that any termination pursuant to this subsection 10.03(f) shall be applicable only to the Consenting 
Creditor that files any such motion or pleading with the Bankruptcy Court, unless such Consenting 
Creditor is part of the Ad Hoc Crossover Group then any termination pursuant to this subsection 
10.03(f) shall be applicable as to all Parties. 

 
10.04. Mutual Termination. This Agreement, and the obligations of all Parties hereunder, may be 

terminated by mutual written agreement among all of the following: (a) the Required Consenting First Lien 
Creditors and (b) each Company Party. 
 

10.05. Automatic Termination.  This Agreement shall terminate automatically without any further 
required action or notice immediately after the earlier of (a) the Plan Effective Date and (b) the Outside Date. 
 

10.06. Effect of Termination.  After the occurrence of a Termination Date as to a Party, this 
Agreement shall be of no further force and effect as to such Party and each Party subject to such termination 
shall be released from its commitments, undertakings, and agreements under or related to this Agreement and 
shall have the rights and remedies that it would have had, had it not entered into this Agreement, and shall be 
entitled to take all actions, whether with respect to the Restructuring Transactions or otherwise, that it would 
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have been entitled to take had it not entered into this Agreement, including with respect to any and all Claims 
or causes of action.  Upon the occurrence of a Termination Date prior to the Confirmation Order being entered 
by a Bankruptcy Court, any and all consents, agreements, undertakings, tenders, waivers, forbearances, ballots 
and votes delivered by a Party subject to such termination before a Termination Date shall be deemed, for all 
purposes, to be null and void from the first instance and shall not be considered or otherwise used in any 
manner by the Parties in connection with the Restructuring Transactions and this Agreement or otherwise.  
Notwithstanding anything to the contrary in this Agreement, the foregoing shall not be construed to prohibit 
a Company Party or any of the Consenting Creditors from contesting whether any such termination is in 
accordance with its terms or to seek enforcement of any rights under this Agreement that arose or existed 
before a Termination Date.  Except as expressly provided in this Agreement, nothing herein is intended to, or 
does, in any manner waive, limit, impair, or restrict (a) any right of any Company Party or the ability of any 
Company Party to protect and preserve its rights (including rights under this Agreement), remedies, and 
interests, including its claims against any Consenting Creditor, and (b) any right of any Consenting Creditor, 
or the ability of any Consenting Creditor, to protect and preserve its rights (including rights under this 
Agreement), remedies, and interests, including its claims against any Company Party.  No purported 
termination of this Agreement shall be effective under this Section 10.06 or otherwise if the Party seeking to 
terminate this Agreement is in material breach of this Agreement, except a termination pursuant to Section 
10.03(b).  Nothing in this Section 10.06 shall restrict any Company Party’s right to terminate this Agreement 
in accordance with Section 10.03(b).  For the avoidance of doubt, the automatic stay arising pursuant to 
Section 362 of the Bankruptcy Code shall be deemed waived or modified for purposes of providing notice or 
exercising rights hereunder. 
 
Section 11. Transfer of Claim. 
 

11.01. During the Agreement Effective Period, no Consenting Creditor shall Transfer any ownership 
(including any beneficial ownership as defined in the Rule 13d-3 under the Securities Exchange Act of 1934, 
as amended) in any Company Claims/Interests to any affiliated or unaffiliated party, including any party in 
which it may hold a direct or indirect beneficial interest, unless either: (i) the transferee executes and delivers 
to counsel to the Company Parties, at or before the time of the proposed Transfer, a Transfer Agreement; or 
(ii) the transferee is a Consenting Creditor and the transferee provides notice of such Transfer (including the 
amount and type of Company Claim/Interest Transferred) to counsel to the Company Parties at or before the 
time of the proposed Transfer. 

11.02. Upon compliance with the requirements of Section 11.01, the transferor shall be deemed to 
relinquish its rights (and be released from its obligations) under this Agreement to the extent of the rights and 
obligations in respect of such transferred Company Claims/Interests.  Any Transfer in violation of Section 
11.01 shall be void ab initio. 

11.03. This Agreement shall in no way be construed to preclude the Consenting Creditors from 
acquiring additional Company Claims/Interests; provided, however, that (a) such additional Company 
Claims/Interests shall automatically and immediately upon acquisition by a Consenting Creditor be deemed 
subject to the terms of this Agreement (regardless of when or whether notice of such acquisition is given to 
counsel to the Company Parties or counsel to the Consenting Creditors) and (b) such Consenting Creditor 
must provide notice of such acquisition (including the amount and type of Company Claim/Interest acquired) 
to counsel to the Company Parties within five (5) Business Days of such acquisition. 

11.04. This Section 11 shall not impose any obligation on any Company Party to issue any 
“cleansing letter” or otherwise publicly disclose information for the purpose of enabling a Consenting Creditor 
to Transfer any of its Company Claims/Interests.   
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11.05. Notwithstanding Section 11.01, a Qualified Marketmaker that acquires any Company 
Claims/Interests with the purpose and intent of acting as a Qualified Marketmaker for such Company 
Claims/Interests shall not be required to execute and deliver a Transfer Agreement in respect of such Company 
Claims/Interests if:  (a) such Qualified Marketmaker subsequently transfers such Company Claims/Interests 
(by purchase, sale assignment, participation, or otherwise) within five (5) Business Days of its acquisition to 
a transferee that is an entity that is not an affiliate, affiliated fund, or affiliated entity with a common 
investment advisor; (b) the transferee otherwise is a Permitted Transferee under Section 11.01; and (c) the 
Transfer otherwise is a Permitted Transfer under Section 11.01.  To the extent that a Consenting Creditor is 
acting in its capacity as a Qualified Marketmaker, it may Transfer (by purchase, sale, assignment, 
participation, or otherwise) any right, title or interests in Company Claims/Interests that the Qualified 
Marketmaker acquires from a holder of the Company Claims/Interests who is not a Consenting Creditor 
without the requirement that the transferee be a Permitted Transferee. 

11.06. Notwithstanding anything to the contrary in this Section 11, the restrictions on Transfer set 
forth in this Section 11 shall not apply to the grant of any liens or encumbrances on any claims and interests 
in favor of a bank or broker-dealer holding custody of such claims and interests in the ordinary course of 
business and which lien or encumbrance is released upon the Transfer of such claims and interests. 

11.07. Any transfers of any commitments under the BCA shall be subject to the applicable terms 
and conditions set forth in the BCA. 
 
Section 12. Amendments and Waivers. 
 

12.01. This Agreement (including as to the required content of any Definitive Document) may not 
be modified, amended, or supplemented, and no condition or requirement of this Agreement may be waived, 
in any manner except in accordance with this Section 12. 

12.02. This Agreement may be modified, amended, or supplemented, or a condition or requirement 
of this Agreement may be waived, in a writing by the Company Parties and the Required Consenting 
Creditors; provided, however, that (1) if the proposed modification, amendment, waiver, or supplement has a 
material, disproportionate, and adverse effect on any of the First Lien Note Claims held by a Consenting First 
Lien Creditor (as compared to other Consenting First Lien Creditors represented by Akin Gump and without 
giving effect to such Consenting First Lien Creditor’s specific holdings or Claims, specific tax or economic 
position or any other matters personal to such Consenting First Lien Creditor), then the consent of each such 
affected Consenting First Lien Creditor shall also be required to effectuate such modification, amendment, 
waiver or supplement; (2) if the proposed modification, amendment, waiver, or supplement has a material, 
disproportionate, and adverse effect on any of the Second Lien Note Claims held by a Consenting Second 
Lien Creditor (as compared to other Consenting Second Lien Creditors and without giving effect to such 
Consenting Second Lien Creditor’s specific holdings or Claims, specific tax or economic position or any other 
matters personal to such Consenting Second Lien Creditor), then the consent of each such affected Consenting 
Second Lien Creditor shall also be required to effectuate such modification, amendment, waiver or 
supplement; (3) any proposed modification, amendment, waiver, or supplement of Section 3.02, Section 5, 
the notice requirements in Sections 6.03(a) or 6.03(b), Section 7, Section 9, Section 10.02, Section 10.06, 
Section 11, or Section 13 or of any definition or interpretative section or provision with respect to such 
sections, in each case, that has a material, disproportionate, and adverse effect on the Consenting Second Lien 
Creditors (in their capacity as Consenting Second Lien Creditors and as compared to the Consenting First 
Lien Creditors and without giving effect to such Consenting Creditor’s specific tax or economic position or 
any other matters personal to such Consenting Creditor), then the consent of the Required Consenting Second 
Lien Creditors shall also be required to effectuate such modification, amendment, waiver or supplement 
thereto; and (4) any amendment that modifies: (a) the defined term (x) “Required Consenting First Lien 
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Creditors” or (y) “Outside Date” to be any date on or after January 31, 2021, shall require the written consent 
of the Company and each Consenting First Lien Creditor, (b) the defined term “Required Consenting Second 
Lien Creditors” shall require the written consent of the Company and each Consenting Second Lien Creditor, 
(c) the defined term “Required Consenting Creditors” shall require the written consent of the Company and 
each Consenting Creditor; (d) the defined term “Consenting Creditors” shall require the written consent of 
the Company and each Consenting Creditor, (e) the conditions to the effectiveness of this Agreement set forth 
in Section 2 shall require the written consent of the Company and the Required Consenting Creditors, (f) the 
last paragraph of Section 5.03 or Section 5.04 shall require the written consent of the Company and each 
Consenting Creditor, and (g) this Section 12 shall require the written consent of the Company and each 
Consenting Creditor. 

12.03. The waiver by any Party of a breach of any provision of this Agreement shall not operate or 
be construed as a further or continuing waiver of such breach or as a waiver of any other or subsequent breach. 
No failure on the part of any Party to exercise, and no delay in exercising, any right, power or remedy under 
this Agreement shall operate as a waiver of any such right, power or remedy or any provision of this 
Agreement, nor shall any single or partial exercise of such right, power or remedy by such Party preclude any 
other or further exercise of such right, power or remedy or the exercise of any other right, power or remedy. 
All remedies under this Agreement are cumulative and are not exclusive of any other remedies provided by 
law. 

12.04. Where a written consent, acceptance, approval, or waiver is required pursuant to or 
contemplated by this Agreement, pursuant to this Section 12, or otherwise, including a written approval by 
the Company Parties, the Required Consenting First Lien Creditors, the Required Consenting Second Lien 
Creditors, or the Required Consenting Creditors, such written consent, acceptance, approval, or waiver shall 
be deemed to have occurred if, by agreement between counsel to the Parties submitting and receiving such 
consent, acceptance, approval, or waiver, it is conveyed in writing (including electronic mail) between each 
such counsel without representations or warranties of any kind on behalf of such counsel. 

 
12.05. Any proposed modification, amendment, waiver or supplement that does not comply with 

this Section 12 shall be ineffective and void ab initio.  
 
Section 13. Miscellaneous. 

13.01. Acknowledgement.  Notwithstanding any other provision herein, this Agreement is not and 
shall not be deemed to be an offer with respect to any securities or solicitation of votes for the acceptance of 
a plan of reorganization for purposes of Sections 1125 and 1126 of the Bankruptcy Code or otherwise. Any 
such offer or solicitation will be made only in compliance with all applicable securities laws, provisions of 
the Bankruptcy Code, and/or other applicable law. 

13.02. Entire Agreement.  This Agreement, and the attached exhibits, annexes, and schedules, 
constitutes the entire agreement of the Parties with respect to the subject matter of this Agreement, and 
supersedes all other prior negotiations, agreements and understandings, whether written or oral, among the 
Parties with respect to the subject matter of this Agreement and Parties in entering into this Agreement, are 
not relying on any other representation or warranties other than as set forth in this Agreement; provided, 
however, that any Confidentiality Agreement executed by any Consenting Creditor or Creditor Professional 
and the Fee Letters shall survive this Agreement and shall continue to be in full force and effect in accordance 
with their terms. 

13.03. Exhibits Incorporated by Reference; Conflicts.  Each of the exhibits, annexes, signatures 
pages, and schedules attached hereto is expressly incorporated herein and made a part of this Agreement, and 
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all references to this Agreement shall include such exhibits, annexes, and schedules. Subject to the foregoing, 
in the event of any inconsistency between this Agreement (without reference to the exhibits, annexes, and 
schedules hereto) and the exhibits, annexes, and schedules hereto, this Agreement (without reference to the 
exhibits, annexes, and schedules thereto) shall govern. 

13.04. Survival of Agreement.  Notwithstanding the termination of this Agreement, the agreements 
and obligations of the Parties in Section 10.06 and Section 13 survive such termination and shall continue in 
full force and effect in accordance with the terms hereof and the Confidentiality Agreements and Transfer 
Agreement and/or termination and shall continue in full force and effect for the benefit of the Parties in 
accordance with the terms hereof and thereof. Each of the Parties acknowledges and agrees that this 
Agreement is being executed in connection with negotiations concerning a possible restructuring of the 
Company, and in contemplation of possible filings by the Company of voluntary petitions under chapter 11 
of the Bankruptcy Code, and (a) the exercise of the rights granted in this Agreement (including giving of 
notice of termination) shall not be a violation of the automatic stay provisions of section 362 of the Bankruptcy 
Code and (b) the Company hereby waives its right to assert a contrary position in the Chapter 11 Cases, if 
any, with respect to the foregoing. 

13.05. No Waiver of Participation and Preservation of Rights.  If the transactions contemplated 
herein are not consummated, or following the occurrence of the termination of this Agreement with respect 
to all Parties, if applicable, nothing herein shall be construed as a waiver by any Party of any or all of such 
Party’s rights, remedies, claims, and defenses and the Parties expressly reserve any and all of their respective 
rights, remedies, claims and defenses. 

13.06. Counterparts.  This Agreement may be executed in one or more counterparts, each of which, 
when so executed, shall constitute the same instrument and the counterparts may be delivered by email in 
portable document format (.pdf). 

13.07. Relationship Among Parties.  Notwithstanding anything herein to the contrary, the duties and 
obligations of the Consenting Creditors under this Agreement shall be several, not joint. No Consenting 
Creditor shall, as a result of its entering into and performing its obligations under this Agreement, be deemed 
to be part of a “group” (as that term is used in section 13(d) of the Securities Exchange Act of 1934, as 
amended, and the rules and regulations promulgated thereunder) with any of the other Consenting Creditor. 
It is understood and agreed that no Consenting Creditor has any fiduciary duty, any duty of trust or confidence 
in any kind or form, or any other duties or responsibilities with any other Consenting Creditor or any other 
creditor, stakeholder, party in interest or other party, and, except as expressly provided in this Agreement, 
there are no commitments among or between them.  In this regard, it is understood and agreed that any 
Consenting Creditor may trade in the Company Claims/Interests or other debt or equity securities of the 
Company without the consent of the Company or any other Consenting Creditor, subject to applicable 
securities laws and Section 11 of this Agreement; provided, however, that no Consenting Creditor shall have 
any responsibility for any such trading to any other entity by virtue of this Agreement. No prior history, 
pattern, or practice of sharing confidences among or between the Consenting Creditors shall in any way affect 
or negate this understanding and agreement.  For the avoidance of doubt: (1) each Consenting Creditor is 
entering into this Agreement directly with the Company and not with any other Consenting Creditor, (2) no 
other Consenting Creditor shall have any right to bring any action against any other Consenting Creditor with 
respect this Agreement (or any breach thereof) and (3) no Consenting Creditor shall, nor shall any action 
taken by a Consenting Creditor pursuant to this Agreement, be deemed to be acting in concert or as any group 
with any other Consenting Creditor with respect to the obligations under this Agreement nor shall this 
Agreement create a presumption that the Consenting Creditors are in any way acting as a group.   All rights 
under this Agreement are separately granted to each Consenting Creditor by the Company and vice versa, and 

Case 20-35212   Document 4-3   Filed in TXSB on 10/30/20   Page 31 of 71



 
 

31 
 
 
US-DOCS\116626885.29 

the use of a single document is for the convenience of the Company. The decision to commit to enter into the 
transactions contemplated by this Agreement has been made independently. 

13.08. Specific Performance; Remedies Cumulative.  It is understood and agreed by the Parties that, 
without limiting any other remedies available at law or equity, money damages would be an insufficient 
remedy for any breach of this Agreement by any Party and each non-breaching Party shall be entitled to 
specific performance and injunctive or other equitable relief as a remedy of any such breach, including an 
order of the Bankruptcy Court or other court of competent jurisdiction requiring any Party to comply promptly 
with any of its obligations hereunder, without the necessity of proving the inadequacy of money damages as 
a remedy.  Each of the Parties hereby waives any defense that a remedy at law is adequate and any requirement 
to post bond or other security in connection with actions instituted for injunctive relief, specific performance, 
or other equitable remedies. 

13.09. JURY TRIAL, GOVERNING LAW AND DISPUTE RESOLUTION. 
 

(a) THE PARTIES WAIVE ALL RIGHTS TO TRIAL BY JURY IN ANY 
JURISDICTION IN ANY ACTION, SUIT, OR PROCEEDING BROUGHT TO RESOLVE ANY 
DISPUTE BETWEEN OR AMONG THE PARTIES ARISING OUT OF THIS AGREEMENT, 
WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE. 

 
(b) THIS AGREEMENT IS TO BE GOVERNED BY AND CONSTRUED IN 

ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK APPLICABLE TO 
CONTRACTS MADE AND TO BE PERFORMED IN SUCH STATE, WITHOUT GIVING 
EFFECT TO THE CONFLICT OF LAWS PRINCIPLES THEREOF. Prior to the commencement of 
the Chapter 11 Cases, each Party hereto agrees that it shall bring any action or proceeding in respect 
of any claim arising out of or related to this Agreement, in the United States federal district courts 
located in Harris County, Texas (or if the federal district courts do not have jurisdiction, then the state 
courts located in Harris County, Texas), and any appellate court from any thereof, and solely in 
connection with claims arising under this Agreement: (i) irrevocably submits to the exclusive 
jurisdiction of the federal court or state court, as applicable; (ii) waives any objection to laying venue 
in any such action or proceeding in the federal court or state court, as applicable; and (iii) waives any 
objection that the federal court or state court, as applicable, is an inconvenient forum or does not have 
jurisdiction over any Party hereto. Notwithstanding the foregoing, upon the commencement of the 
Chapter 11 Cases, each Party hereto agrees that it shall bring any action or proceeding in respect of 
any claim arising out of or related to this Agreement, to the extent possible, in the Bankruptcy Court, 
and solely in connection with claims arising under this Agreement: (x) irrevocably submits to the 
exclusive jurisdiction of the Bankruptcy Court; (y) waives any objection to laying venue in any such 
action or proceeding in the Bankruptcy Court; and (z) waives any objection that the Bankruptcy Court 
is an inconvenient forum or does not have jurisdiction over any Party hereto. 

 
(c) Notwithstanding any of the foregoing, if the Chapter 11 Cases are commenced, 

nothing in this Section shall limit the authority of the Bankruptcy Court to hear any matter related to 
or arising out of this Agreement. 
13.10. Notice.  All notices, requests, documents delivered, and other communications hereunder 

must be in writing and will be deemed to have been duly given only if delivered personally, mailed (first class 
postage prepaid) or by email to the Parties at the below addresses, or e-mail addresses.  For the avoidance of 
doubt when written notice to the Required Consenting Creditors is required by this Agreement, email to 
Required Consenting Creditors’ counsel from the Company’s counsel shall be sufficient. 
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If to the Company: 
 

Pacific Drilling S.A.  
11700 Katy Freeway, Suite 175 
Houston, TX 77079 
Attn: Lisa Manget Buchanan 
E-mail Address: l.buchanan@pacificdrilling.com  

With a copy to: 

Latham & Watkins, LLP 
885 Third Avenue 
New York, NY 10022-4834 
Attn: George Davis; Suzzanne Uhland; Adam Ravin 
E-mail Address: George.Davis@lw.com 
 Suzzanne.Uhland@lw.com 
 Adam.Ravin@lw.com  
 
Latham & Watkins LLP 
811 Main Street 
Suite 3700 
Houston, TX 77002 
Attn:  Justin T. Stolte 
E-mail Address: justin.stolte@lw.com 

 
If to any member of the Ad Hoc Crossover Group or Backstop Parties, to the 
address set forth beneath such lender’s signature block, with a copy to: 

 
Akin Gump Strauss Hauer & Feld LLP 
One Bryant Park 
Bank of America Tower 
New York, NY 10036-6745 
Attn:  Michael Stamer 
E-mail Address:  mstamer@akingump.com;  
 
Akin Gump Strauss Hauer & Feld LLP 
Robert S. Strauss Tower 
2001 K Street, N.W. 
Washington, DC 20006-1037 
Attn:  James Savin 
E-mail Address: jsavin@akingump.com 
 

If to a Consenting Second Lien Creditor, to the address set forth beneath such 
lender’s signature block, with a copy to: 

 
Milbank LLP 
55 Hudson Yards 
New York, NY 10001-2163 
Attn: Scott Golenbock 
E-mail Address: sgolenbock@milbank.com 

Case 20-35212   Document 4-3   Filed in TXSB on 10/30/20   Page 33 of 71



 
 

33 
 
 
US-DOCS\116626885.29 

 
Milbank LLP 
1850 K Street, NW  
Suite 1100, Washington D.C. 20006 
Attn: Daniel Valenza 
E-mail Address: dvalenza@milbank.com 

 
If to any Consenting First Lien Creditor not in the Ad Hoc Crossover Group: 

 
To the address (if any) specified on the signature page of this Agreement for the 
applicable Consenting First Lien Creditor. 

 
13.11. Third-Party Beneficiaries; Successors and Assigns.  The terms and provisions of this 

Agreement are intended solely for the benefit of the Parties hereto and their respective permitted successors 
and permitted assigns, as applicable, and it is not the intention of the Parties to confer third-party beneficiary 
rights upon any other Person. There are no third party beneficiaries under this Agreement, and the rights or 
obligations of any Party under this Agreement may not be assigned, delegated, or transferred to any other 
person or entity. 

 
13.12. Fees and Expenses.  Regardless of whether the Restructuring Transactions are consummated, 

the Company Parties shall pay in cash all reasonable and documented fees and expenses of (i) (a) Akin Gump, 
as counsel to the Ad Hoc Crossover Group, (b) any local or special counsel to the Ad Hoc Crossover Group, 
including (1) Walkers, as Cayman counsel to the Ad Hoc Crossover Group, (2) Loyens & Loeff Luxembourg 
S.À R.L, as Luxembourg counsel to the Ad Hoc Crossover Group and (3) Seward & Kissel, LLP, as maritime 
counsel to the Ad Hoc Crossover Group, (c) Houlihan Lokey Capital, Inc., as financial advisor to the Ad Hoc 
Crossover Group, (ii) any consultants or other professionals retained by the Ad Hoc Crossover Group 
represented by Akin Gump in connection with the Company Parties or the Restructuring Transactions with 
the consent of the Company Parties (not to be unreasonably withheld), in each case, in accordance with the 
engagement letters of such consultant or professional signed by the Company Parties, including any success 
fees contemplated therein, and in each case, without further order of, or application to, the Bankruptcy Court 
by such consultant or professionals (clauses (i) and (ii) collectively, the “Consenting First Lien Creditor Fees 
and Expenses”) and (iii) Milbank LLP and one local counsel, each as counsel to certain Consenting Second 
Lien Creditors, in each case within three (3) Business Days after delivery of such counsel’s invoice to the 
Company Parties’ counsel and up to an total aggregate amount not to exceed $100,000 (the “Consenting 
Second Lien Creditor Fees and Expenses” and, together with the Consenting First Lien Creditor Fees, the 
“Consenting Creditor Fees and Expenses”); provided, however, that simultaneously with the execution of this 
Agreement, the Company Parties shall pay all such unpaid Consenting Creditor Fees and Expenses incurred 
at any time prior to the Agreement Effective Date; and provided, further, that in the event that the Plan is 
consummated, the Consenting Creditor Fees and Expenses shall also include all fees and expenses reasonably 
expected to be incurred by the foregoing persons related to the Restructuring Transactions following the Plan 
Effective Date.     

13.13. Conflicts Between the Restructuring Term Sheet and this Agreement.  In the event of any 
conflict among the terms and provisions in the Restructuring Term Sheet and this Agreement, the terms and 
provisions of the Restructuring Term Sheet shall control. Nothing contained in this Section 13.13 shall affect, 
in any way, the requirements set forth herein for the amendment of this Agreement and the Restructuring 
Term Sheet as set forth in Section 12 herein. For the avoidance of doubt, after the Plan is filed with the 
Bankruptcy Court in the Chapter 11 Cases, the Plan shall supersede the terms of the Restructuring Term Sheet 
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and, in the event of any conflict among the terms and provisions in the Plan and this Agreement, the terms 
and provisions of the Plan shall control. 
 

13.14. Settlement Discussions.  This Agreement is part of a proposed settlement of matters that 
could otherwise be the subject of litigation among the Parties hereto. Nothing herein shall be deemed an 
admission of any kind. Pursuant to Federal Rule of Evidence 408 and any applicable state rules of evidence, 
this Agreement and all negotiations relating thereto shall not be admissible into evidence in any proceeding 
other than to prove the existence of this Agreement or in a proceeding to enforce the terms of this Agreement. 
 

13.15. Good-Faith Cooperation; Further Assurances.  The Parties shall cooperate with each other in 
good faith in respect of matters concerning the implementation and consummation of the Restructuring 
Transactions.  Subject to the other terms of this Agreement, the Parties agree to execute and deliver such other 
instruments and perform such acts, in addition to the matters herein specified, as may be reasonably 
appropriate or necessary, or as may be required by order of the Bankruptcy Court, from time to time, to 
effectuate the Restructuring Transactions, as applicable; provided, however, that this Section 13.15 shall not 
limit the right of any party hereto to exercise any right or remedy provided for in this Agreement (including 
the approval rights set forth in Section 3.02). 
 

13.16. Severability.  If any provision of this Agreement for any reason is held to be invalid, illegal 
or unenforceable in any respect, that provision shall not affect the validity, legality or enforceability of any 
other provision of this Agreement. If any provision of this Agreement is so broad as to be unenforceable, the 
provision shall be interpreted to be only as broad as enforceable. 
 

13.17. Damages.  Notwithstanding anything to the contrary in this Agreement, none of the Parties 
shall claim or seek to recover from any other Party on the basis of anything in this Agreement any punitive, 
special, indirect or consequential damages or damages for lost profits. 

13.18. Confidentiality and Publicity.  Other than as may be required by applicable Law and 
regulation or by any governmental or regulatory authority, no Party shall disclose to any Person (including 
for the avoidance of doubt, any other Consenting Creditor), other than legal, accounting, financial and other 
advisors to the Company Parties (who are under obligations of confidentiality to the Company Parties with 
respect to such disclosure, and whose compliance with such obligations the Company Parties shall be 
responsible for), the name or the principal amount or percentage of the Company Claims/Interests held by 
any Consenting Creditor or any of its respective subsidiaries (including, for the avoidance of doubt, any 
Company Claims/Interests acquired pursuant to any Transfer); provided, however, that the Company Parties 
shall be permitted to disclose at any time the aggregate principal amount of, and aggregate percentage of, any 
class of the Company Claims held by the Consenting Creditors collectively; and, provided, further, that the 
Company Parties may disclose the names of any Consenting Creditor (at the institution level) at a hearing in 
connection with the Chapter 11 Cases, but not the principal amount or percentage of the Company Claims 
held by any such Consenting Creditor or any of its respective subsidiaries (including, for the avoidance of 
doubt, any Company Claims acquired pursuant to any Transfer).  Notwithstanding the foregoing, the 
Consenting Creditors hereby consent to the disclosure of the execution, terms and contents of this Agreement 
by the Company Parties in the Definitive Documents or as otherwise required by Law or regulation; provided, 
however, that (i) if any of the Company Parties determines that they are required to attach a copy of this 
Agreement, any Transfer Agreement to any Definitive Documents or any other filing or similar document 
relating to the transactions contemplated hereby, they will redact any reference to or identifying information 
concerning a specific Consenting Creditors and such Consenting Creditor’s holdings (including before filing 
any pleading with the Bankruptcy Court) and (ii) if disclosure of additional identifying information of any 
Consenting Creditors is required by applicable Law, advance notice of the intent to disclose, if permitted by 
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applicable Law, shall be given by the disclosing Party to each Consenting Creditor (who shall have the right 
to seek a protective order prior to disclosure).  The Company Parties further agree that such information shall 
be redacted from “closing sets” or other representations of the fully executed Agreement and any Transfer 
Agreement.  Notwithstanding the foregoing, the Company Parties will submit to counsel for the Consenting 
Creditors all press releases, public filings, public announcements or other communications with any news 
media, in each case, to be made by the Company Parties relating to this Agreement or the transactions 
contemplated hereby and any amendments thereof at least two (2) Business Days (it being understood that 
such period may be shortened to the extent there are exigent circumstances that require such public 
communication to be made to comply with applicable Law) in advance of release and will take such counsel’s 
view with respect to such communications into account.  Nothing contained herein shall be deemed to waive, 
amend or modify the terms of any Confidentiality Agreement. 

13.19. Qualification on Consenting Creditor Representations.  The Parties acknowledge that all 
representations, warranties, covenants, and other agreements made by any Consenting Creditor that is a 
separately managed account of an investment manager are being made only with respect to the Company 
Claims/Interests managed by such investment manager (in the amount identified on the signature pages 
hereto), and shall not apply to (or be deemed to be made in relation to) any Claims that may be beneficially 
owned by such Consenting Creditor that are not held through accounts managed by such investment manager. 
 

13.20. Independent Due Diligence and Decision Making.  Each Consenting Creditor hereby 
confirms that its decision to execute this Agreement has been based upon its independent investigation of the 
operations, businesses, financial and other conditions, and prospects of the Company. 
 

13.21. Remedies Cumulative.  All rights, powers, and remedies provided under this Agreement or 
otherwise available in respect hereof at law or in equity shall be cumulative and not alternative, and the 
exercise of any right, power, or remedy thereof by any Party shall not preclude the simultaneous or later 
exercise of any other such right, power, or remedy by such Party. 
 

13.22. Several, Not Joint and Several, Obligations.  Except as otherwise expressly set forth herein, 
the agreements, representations, warranties, liabilities and obligations of the Consenting Creditors under this 
Agreement are, in all respects, several and not joint and several. 
 

[Signature Pages To Follow]
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Signature Page to Restructuring Support Agreement 

Accepted and agreed to as of the date first above written: 

PACIFIC DRILLING S.A. 
PACIFIC BORA LTD. 
PACIFIC DRILLING COMPANY LIMITED 
PACIFIC DRILLING FINANCE S.À R.L. 
PACIFIC DRILLING LIMITED 
PACIFIC DRILLING NIGERIA LIMITED  
PACIFIC DRILLING OPERATIONS LIMITED 
PACIFIC DRILLING OPERATIONS, INC. 
PACIFIC DRILLING V LIMITED 
PACIFIC DRILLING VII LIMITED 
PACIFIC DRILLING, INC. 
PACIFIC DRILLING, LLC 
PACIFIC DRILLSHIP S.À R.L. 
PACIFIC MISTRAL LTD. 
PACIFIC SANTA ANA LIMITED 
PACIFIC SCIROCCO LTD. 
PACIFIC SHARAV KORLÁTOLT FELELŐSSÉGŰ TÁRSASÁG 
PACIFIC SHARAV S.À R.L. 

By: 
Name:  Bernie G. Wolford Jr. 
Title:   Authorized Representative 

PACIFIC DRILLING HOLDING (GIBRALTAR) LIMITED 

By: 
Name:  Bernie G. Wolford Jr. 
Title:   Director 

In the presence of a witness: 

By: 
Name: Kathleen Gehlhausen 
Title: Sr. Corporate Paralegal 
Address: 11700 Katy Fwy Ste 175, Houston, TX 
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Exhibit A 
 

PDSA Subsidiaries 
 

Pacific Drilling Operations Limited 

Pacific Drilling V Limited 

Pacific Drilling VII Limited 

Pacific Sharav Korlátolt Felelősségű Társaság 

Pacific Bora Ltd. 

Pacific Mistral Ltd. 

Pacific Scirocco Ltd. 

Pacific Drilling Limited 

Pacific Drilling, Inc. 

Pacific Drilling Operations, Inc. 

Pacific Drilling, LLC 

Pacific Drilling Finance, S.à r.l. 

Pacific Drillship S.à r.l. 

Pacific Santa Ana Limited  

Pacific Sharav S.à r.l. 

Pacific Drilling Holding (Gibraltar) Limited 

Pacific Drillship Nigeria Limited 

Pacific Drilling Company Limited 
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Exhibit B 
 

Restructuring Term Sheet 
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__________________________________________________________________ 

PACIFIC DRILLING S.A., ET AL. 
RESTRUCTURING TERM SHEET1 

October 30, 2020 
__________________________________________________________________ 

THIS RESTRUCTURING TERM SHEET (INCLUDING THE EXHIBITS, ANNEXES 
AND SCHEDULES ATTACHED HERETO, THIS “TERM SHEET”) AND THE 
DOCUMENTS TO WHICH THIS TERM SHEET IS ATTACHED COLLECTIVELY 
DESCRIBE A PROPOSED RESTRUCTURING FOR THE COMPANY PARTIES THAT 
WILL BE EFFECTUATED THROUGH THE FILING OF THE CHAPTER 11 CASES IN 
THE BANKRUPTCY COURT. 

THIS TERM SHEET DOES NOT CONSTITUTE (NOR SHALL IT BE CONSTRUED AS) 
AN OFFER WITH RESPECT TO ANY SECURITIES OR A SOLICITATION OF 
ACCEPTANCES OR REJECTIONS AS TO ANY EXCHANGE OFFER OR PLAN OF 
REORGANIZATION, IT BEING UNDERSTOOD THAT SUCH A SOLICITATION, IF 
ANY, SHALL BE MADE ONLY IN COMPLIANCE WITH SECTION 4(A)(2) OF THE 
SECURITIES ACT OF 1933, SECTIONS 1125 AND 1145 OF THE BANKRUPTCY CODE 
AND APPLICABLE LAWS. 

THIS TERM SHEET DOES NOT ADDRESS ALL MATERIAL TERMS THAT WOULD 
BE REQUIRED IN CONNECTION WITH ANY POTENTIAL RESTRUCTURING AND 
ANY AGREEMENT REFERENCED HEREIN OR EXECUTED IN CONNECTION 
THEREWITH IS SUBJECT TO THE EXECUTION OF DEFINITIVE 
DOCUMENTATION THAT SHALL BE CONSISTENT IN ALL RESPECTS WITH, AND 
CONTAIN THE TERMS AND CONDITIONS SET FORTH IN, THE RSA (AS DEFINED 
BELOW) AND THIS TERM SHEET (INCLUDING THE APPLICABLE CONSENT 
RIGHTS SET FORTH THEREIN).  THIS TERM SHEET HAS BEEN PRODUCED FOR 
SETTLEMENT PURPOSES ONLY AND IS SUBJECT TO RULE 408 OF THE FEDERAL 
RULES OF EVIDENCE AND OTHER SIMILAR APPLICABLE STATE AND FEDERAL 
STATUTES, RULES AND LAWS.  NOTHING IN THIS TERM SHEET SHALL BE 
DEEMED OR CONSTRUED AS AN ADMISSION OF FACT OR LIABILITY OF ANY 
KIND. THIS TERM SHEET AND THE INFORMATION CONTAINED HEREIN IS 
STRICTLY CONFIDENTIAL AND SHALL NOT BE SHARED WITH ANY OTHER 
PARTY WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY PARTIES 
AND THE REQUIRED CONSENTING FIRST LIEN CREDITORS. 

This Term Sheet, which is Exhibit B to the Restructuring Support Agreement, dated October 30, 
2020 (the “RSA”), by and among (i) Pacific Drilling S.A. (“PDSA”), a public limited liability 
company (société anonyme) organized under the laws of the Grand Duchy of Luxembourg 
registered with the Luxembourg register of commerce and companies under registration number 
B159658, having its registered office at 8-10 Avenue de la Gare, L-1610, Luxembourg, its 

                                                 
1 Capitalized terms used but not otherwise defined or referenced herein shall have the meanings ascribed to such terms in the 

RSA (as defined below). 
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subsidiary Pacific Drilling Company Limited (“PDCL”), a company incorporated in the Cayman 
Islands, and certain of their direct and indirect subsidiaries listed on Exhibit A hereto (collectively 
with PDSA and PDCL, the “Company Parties” or “Debtors”), (ii) the Consenting First Lien 
Creditors, and (iii) the Consenting Second Lien Creditors, sets forth the principal terms of the 
Restructuring Transactions regarding the existing indebtedness of, existing equity interests in, and 
certain other obligations of, the Debtors, in each case, through the commencement of the Chapter 
11 Cases that will be filed by each of the Debtors in the Bankruptcy Court.  The Restructuring 
Transactions and the Definitive Documents contemplated hereby and thereby shall be (i) consistent 
in all respects with, and shall contain the terms and conditions set forth in, the RSA and this Term 
Sheet (including the applicable consent rights set forth therein) and (ii) implemented pursuant to 
the Plan. 

This Term Sheet does not include a description of all of the terms, conditions, and other provisions 
that are to be contained in the Definitive Documentation evidencing the transactions comprising 
the Restructuring Transactions, which remain subject to negotiation in good faith in accordance 
with the RSA. Consummation of the transactions contemplated by this Term Sheet is subject to 
(1) the negotiation and execution of the Definitive Documents evidencing the Restructuring 
Transactions in accordance with the RSA and (2) satisfaction or waiver of all of the conditions in 
the Definitive Documents evidencing the Restructuring Transactions, including the Plan, pursuant 
to the terms thereof.  

OVERVIEW 

Prepetition Indebtedness 
of and Equity Interests in 
the Debtors   

The outstanding indebtedness of, and equity interests in, the 
Debtors to be amended, restructured, discharged, compromised or 
left unimpaired through the Plan, in each case, consistent with the 
terms and conditions, including consent rights, described in this 
Term Sheet and the RSA, will include, without limitation, the 
following: 
 

a) First Lien Notes Claims arising under, derived from, or 
based on that certain First Lien Notes Indenture; 
 

b) Second Lien Notes Claims arising under, derived from, 
or based on that certain Second Lien Notes Indenture; 
 

c) All other Claims against the Debtors, whether secured or 
unsecured; and 
 

d) All Interests.2 

                                                 
2 “Interest” means, collectively, the shares (or any class thereof) of common stock, preferred stock, limited liability company 

interests, and any other equity, ownership, or profits interests of any Company Party, and options, warrants, rights, or other 
securities or agreements to acquire or subscribe for, or which are convertible into the shares (or any class thereof) of, common 
stock, preferred stock, limited liability company interests, or other equity, ownership, or profits interests of any Company 
Party (in each case whether or not arising under or in connection with any employment agreement) and claims under Section 
510(b) of the Bankruptcy Code.  
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Overview of 
Restructuring 
Transactions 

Pursuant to the Restructuring Transactions and the Definitive 
Documents, on the Plan Effective Date: 

a) Holders of the First Lien Notes Claims and Second Lien 
Notes Claims will be issued new equity in Reorganized 
PDC (as defined below), and Holders of Second Lien 
Notes Claims will receive the New 2L Warrants (as 
defined herein); 

b) Holders of beneficial Interests in PDSA (“Existing 
Beneficial Lux Interests”) will receive no recovery under 
the Plan and all Existing Beneficial Lux Interests shall be 
cancelled, released, and extinguished; 

c) All of PDSA’s Interests in PDCL (“Existing Cayman 
Interests”) shall be cancelled, released, and 
extinguished;3 and 

d) The Cayman Proceedings (as defined herein) shall be 
completed. 

As reorganized on the Plan Effective Date pursuant to the 
Definitive Documents, the Debtors shall be referred to 
collectively herein as the “Reorganized Debtors,” and, 
specifically, as reorganized on the Plan Effective Date pursuant to 
the Definitive Documents, PDCL shall be referred to herein as 
“Reorganized PDC.”4 

Subject to the terms and conditions of the RSA (which includes 
milestones, consent rights, and other terms, conditions and rights 
not set forth in this Term Sheet), the Restructuring Transactions 
will be structured, implemented, and accomplished through the 
Plan and other Definitive Documents that shall be consistent in all 
respects with, and shall contain the terms and conditions 
(including consent rights) set forth in, the RSA and this Term 
Sheet. 

                                                 
3  Remaining PDSA shall be liquidated or wound down pursuant to Luxembourg law.  On the Plan Effective Date, legal title to 

the Existing Beneficial Lux Interests shall be deemed transferred to an estate representative or another Reorganized Debtor 
for the purposes of the Plan as set forth in the Restructuring Transaction Steps. 

4  For the avoidance of doubt, Reorganized PDC also constitutes a Reorganized Debtor. 
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TREATMENT OF CLAIMS AND INTERESTS 

Administrative, Priority 
and Tax Claims 

Except to the extent that a holder of an Allowed5 administrative, 
priority or priority tax Claim and the Company Party (against 
which such Claim is asserted) agree with the consent of the 
Required Consenting First Lien Creditors to less favorable 
treatment for such holder, on or as soon as practicable after the 
later to occur of (a) the Plan Effective Date and (b) the date such 
Claim becomes Allowed (or as otherwise set forth in the Plan), 
each holder of an Allowed administrative, priority or priority tax 
Claim will either, be satisfied in full, in cash, or otherwise receive 
treatment consistent with the provisions of section 1129(a)(9) of 
the Bankruptcy Code. 

Voting: Administrative, priority or priority tax Claims are 
unimpaired under the Plan, and the holders of such Claims are 
deemed to accept the Plan.   

Other Secured Claims6 Except to the extent that a holder of an Allowed Other Secured 
Claim and the Company Party (against which such Claim is 
asserted) agree with the consent of the Required Consenting First 
Lien Creditors to less favorable treatment for such holder, on the 
Plan Effective Date, or as soon as reasonably practicable 
thereafter, in full and final satisfaction, compromise, settlement, 
release, and discharge of and in exchange for such Allowed Other 
Secured Claim, each holder thereof shall receive, at the election 
of the applicable Debtor(s), with the consent of the Company 
Parties and the Required Consenting First Lien Creditors, or 
Reorganized Debtor(s), as applicable: (a) payment in full in cash; 
(b) the collateral securing its Allowed Other Secured Claim; (c) 
reinstatement of its Allowed Other Secured Claim; or (d) such 
other treatment rendering its Allowed Other Secured Claim 
unimpaired in accordance with section 1124 of the Bankruptcy 
Code.  

                                                 
5  “Allowed” means, with respect to any Claim: (a) a Claim as to which no objection has been filed and that is evidenced by a 

Proof of Claim timely filed by the applicable bar date, if any, or that is not required to be evidenced by a filed Proof of Claim 
under the Plan, the Bankruptcy Code, or a Final Order; (b) a Claim that is scheduled by the Debtors as neither disputed, 
contingent, nor unliquidated, and as for which no Proof of Claim, as applicable, has been timely filed; or (c) a Claim that is 
Allowed (i) pursuant to the Plan, (ii) in any stipulation that is approved by the Bankruptcy Court, or (iii) pursuant to any 
contract, instrument, indenture, or other agreement entered into or assumed in connection herewith.  Except as otherwise 
specified in the Plan or any Final Order, the amount of an Allowed Claim shall not include interest or other charges on such 
Claim from and after the Petition Date.  No Claim of any Entity subject to section 502(d) of the Bankruptcy Code shall be 
deemed Allowed unless and until such Entity pays in full the amount that it owes such Debtor or Reorganized Debtor, as 
applicable. 

6 “Other Secured Claim” means any secured Claim against the Debtors, other than the First Lien Notes Claims, or the Second 
Lien Notes Claims. 
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Voting: Other Secured Claims are unimpaired under the Plan and, 
therefore, the holders of such Claims are deemed to accept the 
Plan.  

First Lien Notes Claims  The First Lien Notes Claims shall be deemed Allowed in the 
amount of no less than $781.4 million (including accrued and 
unpaid interest at the non-default rate).  On the Plan Effective 
Date, each holder of an Allowed First Lien Notes Claim  will 
receive, in full and final satisfaction, settlement, discharge and 
release of, and in exchange for, its Allowed First Lien Notes 
Claim, (a) its pro rata share of 91.5% of the equity in Reorganized 
PDC (the “New Reorganized PDC Equity”), subject to dilution on 
account of the equity issued pursuant to the Management 
Incentive Plan (as defined below), if any, and the New 2L 
Warrants (as defined below) (collectively, the “Permitted 
Dilution”), and (b) cash sufficient to satisfy any accrued and 
unpaid Indenture Trustee fees and expenses pursuant to the First 
Lien Notes Indenture.  

Voting: First Lien Notes Claims are impaired under the Plan, and 
holders of such Claims shall be entitled to vote to accept or reject 
the Plan. 

Second Lien Notes Claims The Second Lien Notes Claims shall be deemed Allowed in the 
amount of $345.6 million (including accrued and unpaid interest 
at the non-default rate).  On the Plan Effective Date, each holder 
of an Allowed Second Lien Notes Claim will receive, in full and 
final satisfaction, settlement, discharge and release of, and in 
exchange for, its Allowed Second Lien Notes Claim, the 
following: (x) its pro rata share of 8.5% of the New Reorganized 
PDC Equity, subject to the Permitted Dilution, (y) 7-year warrants 
(the “New 2L Warrants”) to purchase its pro rata share of 15.0% 
of the fully diluted New Reorganized PDC Equity (calculated as 
of the Effective Date), subject to dilution on the Effective Date 
solely on account of the equity issued pursuant to the 
Management Incentive Plan, exercisable at a strike price 
equivalent to an equity value of Reorganized PDC of $750 
million; and (z) cash sufficient to satisfy any accrued and unpaid 
Indenture Trustee fees and expenses pursuant to the Second Lien 
Notes Indenture. 

Voting: Second Lien Notes Claims are impaired under the Plan, 
and holders of such Claims shall be entitled to vote to accept or 
reject the Plan. 
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General Unsecured 
Claims7 

Holders of any General Unsecured Claims will receive no 
recovery and all such General Unsecured Claims will be released, 
extinguished, and discharged.    

Voting: General Unsecured Claims are impaired under the Plan, 
but since they are receiving no distribution, holders of such 
General Unsecured Claims are deemed to reject the Plan. 

Intercompany Claims 

 

Each prepetition Claim held by a Debtor against another Debtor 
shall be, at the option of the Debtors (with the consent of the 
Required Consenting First Lien Creditors) or the Reorganized 
Debtors, as applicable, either reinstated, compromised or 
cancelled and released without any distribution.8   

Voting: Intercompany Claims will be either impaired with no 
distribution or unimpaired under the Plan.  In either case, holders 
of Intercompany Claims will not be entitled to vote to accept or 
reject the Plan. 

Intercompany Interests 

 

Existing Cayman Interests held by PDSA will be cancelled, 
released, and extinguished, and will be of no further force or 
effect. Remaining Intercompany Interests (“Intercompany 
Interests”) shall be, at the option of the Debtors, subject to the 
consent of the Required Consenting First Lien Creditors or the 
Reorganized Debtors, either reinstated or cancelled and released 
without any distribution. 

Voting: Intercompany Interests will be either impaired with no 
distribution or unimpaired under the Plan.  In either case, holders 
of Intercompany Interests will not be entitled to vote to accept or 
reject the Plan. 

                                                 
7  “General Unsecured Claim” means any Claim, other than the First Lien Notes Claims, Second Lien Notes Claims, an 

administrative, priority or priority tax Claim, an Other Secured Claim, an Intercompany Claim, or any Claim subject to 
subordination under section 510(b) of the Bankruptcy Code.  For the avoidance of doubt, General Unsecured Claims shall 
include any Claims asserted by Pacific Drilling VIII Limited, Pacific Drilling Services, Inc., or any of successor entities thereto 
(collectively, the “Zonda Debtors”).   

8  For the avoidance of doubt, any Claims asserted by the Zonda Debtors shall be classified and treated as General Unsecured 
Claims and not as Intercompany Claims. 
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Section 510(b) Claims  The holder of (i) and Section 510(b) Claims or (ii) any claims 
otherwise legally subordinated to General Unsecured Claims 
pursuant to section 510(b) of the Bankruptcy Code 
(“Subordinated Claims”) will receive no recovery and all such 
Claims will be cancelled, released, extinguished, and discharged. 

Voting: Section 510(b) Claims are impaired under the Plan, but 
since they are receiving no distribution, holders of such Claims 
are deemed to reject the Plan.  

Existing Beneficial Lux 
Interests 

On the Plan Effective Date, all Existing Beneficial Lux Interests 
will be cancelled, released, and extinguished, and will be of no 
further force or effect.  On the Plan Effective Date, legal title to 
the Existing Beneficial Lux Interests shall be deemed transferred 
to an estate representative or another Reorganized Debtor for the 
purposes of the Plan as set forth in the Restructuring Transaction 
Steps. 

Voting: Existing Beneficial Lux Interests are impaired under the 
Plan, but since they are receiving no distribution, holders of such 
Existing Beneficial Lux Interests are deemed to reject the Plan. 

IMPLEMENTATION OF THE RESTRUCTURING TRANSACTIONS 

Cayman Proceedings In accordance with the Milestones set forth in the RSA, by no later 
than October 31, 2020 (the “Petition Date”), the Debtors will 
commence their Chapter 11 Cases in the Bankruptcy Court.  
Substantially simultaneously with the Petition Date, PDCL will 
be placed in a parallel insolvency proceeding in a court of 
competent jurisdiction in the Cayman Islands (the “Cayman 
Proceedings”) in order to effectuate and gain recognition of the 
Restructuring Transactions in the Cayman Islands, with the 
Cayman Restructuring Documents being acceptable to the 
Required Consenting First Lien Creditors as provided in the RSA. 

PDSA In connection with the consummation of the Restructuring 
Transactions under the Plan, PDSA will terminate its registration 
under the Securities Exchange Act of 1934, as amended, and 
cause its common stock to no longer be listed on the New York 
Stock Exchange. 

If legal title to all Existing Beneficial Lux Interests is transferred 
to an estate representative, the estate representative shall be 
authorized and directed to take certain actions to dissolve PDSA 
under the laws of the Grand Duchy of Luxembourg and obtain a 
discharge of duties on behalf of PDSA’s board of directors.  If 
legal title to all Existing Beneficial Lux Interests is transferred to 
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a Reorganized Debtor, such Reorganized Debtor shall be 
authorized and directed to take the following actions: (a) amend 
the applicable new organizational documents to reduce the 
number of directors and (b) discharge the existing directors. 

Reorganized PDC   On the Plan Effective Date, Reorganized PDC will issue the New 
Reorganized PDC Equity and the New 2L Warrants as 
contemplated by this Term Sheet, the RSA and the Plan. 
 
On the Plan Effective Date, Reorganized PDC shall issue all 
instruments, certificates, and other documents required to 
implement the Exit Facility. 

Governance The corporate governance documents relating to Reorganized 
PDC shall be on the terms set forth on Exhibit C hereto (the 
“Governance Term Sheet”) and such other terms as determined 
by the Required Consenting First Lien Creditors, after 
consultation in good faith with the Company Parties and with the 
Required Consenting Second Lien Creditors. 

Exemption from SEC 
Registration 

The issuance of all securities, including the New Reorganized 
PDC Equity and the New 2L Warrants (including the New 
Reorganized PDC Equity issuable upon the exercise thereof), 
outstanding in connection with the Plan will be exempt from SEC 
registration to the fullest extent permitted by law. 

Unexpired Leases and 
Executory Contracts 

To be assumed or rejected as per the terms of the Plan or an 
applicable order of the Bankruptcy Court, as determined by the 
Company Parties and the Required Consenting First Lien 
Creditors. 

The Severance Agreements, Severance Policy and KEIP/KERP 
agreements (each as defined in the Employee Matters Term Sheet 
annexed hereto in Exhibit D), after giving effect to the 
amendments contemplated by Exhibit D, will to the extent they 
are contracts with the Debtors be assumed as executory contracts 
by the Reorganized Debtors under the Plan, and shall not 
otherwise be modified or rejected. 

Non-Debtor Affiliates There are certain direct and indirect subsidiaries of PDSA that 
will not be Debtors in the Chapter 11 Cases (the “Non-Debtor 
Affiliates”).9  Other than the releases (including third-party 

                                                 
9  Specifically, the Non-Debtor Affiliates are: Pacific Drilling Administrator Limited; Pacific Drilling do Brasil Invetimentos 

Ltda; Pacific Drilling do Brasil Servicos de Perfuacao Ltda; Pacific Drilling Ghana Limited; Pacific Drilling International 
LLC; Pacific Drilling International Ltd.; Pacific Drilling Manpower Ltd.; Pacific Drilling Manpower S.à r.l.; Pacific Drilling 
Manpower, Inc.; Pacific Drilling N.V.; Pacific Drilling Netherlands Coöperatief U.A.; Pacific Drilling South America 1 
Limited; Pacific Drilling South America 2 limited.; Pacific Drillship México, S. de R.L. de C.V.; Pacific Menergy Ghana 
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releases), the Chapter 11 Cases will have no effect on the Non-
Debtor Affiliates and to the extent the Chapter 11 Cases require 
action by the Non-Debtor Affiliates, the Debtors will cause the 
Non-Debtor Affiliates take any and all appropriate actions in 
furtherance of the Restructuring Transactions. 

Employee 
Matters/Management 
Incentive Plan 

The terms of any management incentive plan (the “Management 
Incentive Plan”) and various employee matters shall be as set 
forth on Exhibit D hereto (the “Employee Matters Term Sheet”). 

New 2L Warrants The terms of the New 2L Warrants issued to the holders of 
Allowed Second Lien Notes Claims shall include Black Scholes 
M&A protection assuming 45% volatility exercisable in the event 
of a Third Party Sale Transaction (as defined below).   

In any Third Party Sale Transaction, the New 2L Warrants will 
(x) be automatically exercised, on a cashless basis, immediately 
prior to such Third Party Sale Transaction and (y) receive an 
amount equal to the Black Scholes value of the New 2L Warrants, 
payable in the form of the consideration payable in such 
transaction to holders of New Reorganized PDC Equity.10 

The New 2L Warrants shall also include customary anti-dilution 
protection for (i) stock splits, stock dividends, consolidation, 
reverse-stock splits, reclassifications and similar transactions and 
(ii) cash dividends to New Reorganized PDC Equity, in each case, 
not involving or constituting a Third Party Sale Transaction, but 
shall have no other anti-dilution protections. 

Further, the New 2L Warrants would include the right to 
participate in preemptive rights (on an as exercised basis and as 
set forth in the Governance Documents) with respect to below 
market equity issuances to related parties. 

                                                 
Limited; Pacific Deepwater Construction Limited; and Pacific International Drilling West Africa Limited.  For the avoidance 
of doubt, the Non-Debtor Affiliates do not include the Zonda Debtors.   

10  “Third Party Sale Transaction” means a transaction or series of related transactions to which Reorganized PDC or its 
subsidiaries is a party pursuant to which all or substantially all of the assets of Reorganized PDC and its subsidiaries (taken as 
a whole) are transferred, directly or indirectly, to a third party (whether as a result of a consolidation, a sale of equity, a merger, 
a sale or issuance of equity or a sale of assets), in each case, in which the outstanding New Reorganized PDC Equity shall be 
entitled to receive (either directly or upon subsequent liquidation) cash, securities, other property or any combination thereof 
and excluding a transaction if, immediately after consummation of such transaction, the then existing holders of New 
Reorganized PDC Equity own, directly or indirectly and solely on account of their New Reorganized PDC Equity, a majority 
of the equity of the purchasing entity, the surviving entity or its applicable parent entity following such transaction.  If a 
transaction does not qualify as a Third Party Sale Transaction, the New 2L Warrants shall not terminate on the occurrence of 
such transaction and shall continue in full force and effect with respect to Reorganized PDC (or its applicable successor). 
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Additional terms of the New 2L Warrants shall be set forth in a 
new warrants agreement that shall be filed with the Plan 
Supplement (the “New Warrants Agreement”). 

Exit Facility Backstop 
Commitment Agreement 

The Backstop Parties shall backstop the Exit Facility in 
accordance with the terms and conditions set forth in the BCA, to 
be entered into on the Agreement Effective Date. 

For the avoidance of doubt and notwithstanding any provision to 
the contrary in the RSA and this Term Sheet, any fees payable 
under the BCA shall be paid by the Company Parties upon the 
Agreement Effective Date. 

Tax Matters The Debtors and the Required Consenting Creditors shall 
cooperate in good faith to structure the Restructuring Transactions 
and related transactions in a tax-efficient manner for the Debtors 
and the Consenting First Lien Creditors to the extent practicable; 
provided that such structure shall be acceptable to the Company 
Parties and the Required Consenting First Lien Creditors. 

Releases  The Plan and Confirmation Order shall provide customary 
releases (including consensual third party releases) to the fullest 
extent permitted by law for the benefit of:11 (a) the Company 
Parties; (b) the Non-Debtor Affiliates; (c) the Consenting 
Creditors; (d) the Backstop Parties; (e) the Indenture Trustee; (f) 
the Reorganized Debtors; and (g) with respect to the foregoing 
clauses (a) through (f), each such entity’s current and former 
affiliates, and such entities’ and their current and former affiliates’ 
current and former directors, managers, officers, control persons, 
equity holders (regardless of whether such interests are held 
directly or indirectly), affiliated investment funds or investment 
vehicles, participants, managed accounts or funds, fund advisors, 
predecessors, successors, assigns, subsidiaries, principals, 
members, employees, agents, advisory board members, financial 
advisors, partners, attorneys, accountants, investment bankers, 
consultants, representatives, investment managers, and other 
professionals, each in their capacity as such (collectively, the 
“Released Parties”); provided that any holder of a Claim or 
Interest that is not a party to the RSA and that opts out of the 
releases contained in the Plan shall not be a Released Party, in 
each case, from any claims and causes of action related to or in 
connection with the Debtors, their business or capital structure, 
the Restructuring Transactions, the Chapter 11 Cases or any 

                                                 
11  Releases to be provided to such parties to the extent each party signs the RSA in its capacity as such. 
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matters or agreements related thereto, in each case, arising on or 
prior to the Plan Effective Date (the “Specified Matters”). 
The Plan and Confirmation Order will also provide for such 
releases to be provided to the Released Parties by all consenting 
holders of Claims against and Existing Beneficial Lux Interests in 
the Company Parties and parallel injunctive provisions, to the 
fullest extent permitted by law.  Notwithstanding anything to the 
contrary herein, the releases and the customary exculpation 
provisions referenced below shall not release (i) any affirmative 
obligations of any Released Party under the Plan, the RSA, any 
Definitive Documentation executed in connection with the 
transactions contemplated by this Term Sheet, or any other 
document, instrument, or agreement executed to implement the 
Chapter 11 Cases or assumed in connection with the Chapter 11 
Cases or (ii) any claims or causes of action related to any act or 
omission that is determined in a Final Order to have constituted 
actual fraud, willful misconduct or gross negligence.   
For the avoidance of doubt, third-party releases under the Plan 
and Confirmation Order shall be deemed consensually granted by: 
(i) the Released Parties; (ii) all holders of Claims who vote to 
accept the Plan; (iii) all holders of Claims who are eligible to vote, 
but abstain from voting on the Plan and who do not opt out of the 
releases provided by the Plan; and (iv) all holders of Claims who 
vote to reject the Plan and who do not opt out of the releases 
provided by the Plan. 

Exculpation  The Plan shall provide certain customary exculpation provisions, 
which shall include a full exculpation from liability in favor of the 
Released Parties from any and all claims and causes of action 
arising on or after the Petition Date and any and all claims and 
causes of action relating to any act taken or omitted to be taken in 
connection with, or related to, formulating, negotiating, 
preparing, disseminating, implementing, administering, 
soliciting, confirming or consummating the Plan, the Disclosure 
Statement, or any contract, instrument, release or other agreement 
or document created or entered into in connection with the 
Restructuring Transactions. 
The Plan and Confirmation Order will also provide for such 
exculpation to be provided to the Released Parties by all 
consenting holders of Claims against and Interests in the 
Company Parties and parallel injunctive provisions, to the fullest 
extent permitted by law. 

Claims of the Debtors The Reorganized Debtors, as applicable, shall retain all rights to 
commence and pursue any Causes of Action, other than any 
Causes of Action specifically released by the Debtors pursuant to 
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the release and exculpation provisions outlined in the Plan and 
this Term Sheet.  For the avoidance of doubt, no pending Causes 
of Action shall be released and all such Causes of Action shall be 
retained for the benefit of the Reorganized Debtors. 

Indemnification Any existing director & officer liability insurance policy 
(including any “tail policy” and all agreements, documents, or 
instruments related thereto) as of September 1, 2020, provided, 
however, the Debtors may renew such policy with the existing 
limits and may obtain a 6-year tail policy with the same limits (a 
“D&O Liability Insurance Policy”) pursuant to which any of the 
Company Parties’ current or former directors, officers, managers, 
or other employees are insured shall remain in force through the 
expiration of any such Policy (or “tail policy,” as applicable). 

The Company Parties shall not terminate or otherwise reduce or 
take any action that would in any way impair the coverage 
provided under any D&O Liability Insurance Policy (including 
any “tail policy” and all agreements, documents, or instruments 
related thereto), and any current and former directors, officers, 
managers, and employees of the Company Parties who served in 
such capacity at any time before or after the Plan Effective Date 
shall be entitled to the full benefits of any such policy, subject to 
the terms of any such policy regardless of whether such directors, 
officers, managers, and employees remain in such positions after 
the Plan Effective Date. 
If the D&O Liability Insurance Policy has not expired, the 
Debtors may assume (and assign to the Reorganized Debtors if 
necessary), pursuant to section 365(a) of the Bankruptcy Code, 
either by a separate motion filed with the Bankruptcy Court or 
pursuant to the terms of the Plan and Confirmation Order, the 
D&O Liability Insurance Policy. 
Under the Plan, all indemnification provisions existing as of 
September 1, 2020 (whether in the by-laws, certificates of 
incorporation, articles of limited partnership, limited liability 
company agreements, board resolutions, management agreements 
or employment or indemnification contracts, or otherwise) for the 
current and former directors, officers, employees, attorneys, other 
professionals and agents of each of the Company Parties and such 
current and former directors’ and officers’ respective affiliates 
shall be continuing obligations of the Reorganized Debtors, 
irrespective of when such obligation arose.  The amended and 
restated bylaws, certificates of incorporation, limited liability 
company agreements, articles of limited partnership and other 
organizational documents of the Reorganized Debtors adopted as 
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of the Plan Effective Date, shall include provisions to give effect 
to the foregoing. 

Conditions Precedent to 
Consummation of the 
Restructuring 
Transactions 

The occurrence of the Plan Effective Date shall be subject to the 
following conditions precedent: 

(a) The Bankruptcy Court shall have entered the Confirmation 
Order confirming the Plan, which shall be in form and 
substance consistent in all respects with the RSA and this 
Term Sheet and shall otherwise be subject to the consent 
rights contained in the RSA, and shall be a Final Order; 

(b) The RSA and the BCA shall remain in full force and effect, 
shall not have been terminated and all conditions shall have 
been satisfied thereunder, and there shall be no breach that 
could give rise to a right to terminate the RSA or the BCA for 
which notice has been given in accordance with the terms 
thereof (including by the requisite parties thereunder), or such 
notice would have been given but for the commencement of 
the Chapter 11 Cases and the related automatic stay;   

(c) The Plan, any other Definitive Documents, and all documents 
contained in the Plan Supplement, including any exhibits, 
schedules, annexes, amendments, modifications, or 
supplements thereto (i) shall have been executed and/or filed 
with the Bankruptcy Court and shall be consistent in all 
respects with the RSA and this Term Sheet and otherwise 
subject to the consent rights in the RSA, provided, that the 
corporate governance documents for the Reorganized Debtors 
shall comply with the terms set forth in the Governance Term 
Sheet and Employee Matters Term Sheet and the Exit Facility 
Term Sheet, and each shall otherwise be consistent with the 
RSA and subject to the consent rights in the RSA and (ii) shall 
not have been modified in a manner inconsistent with the 
BCA, RSA or this Term Sheet, including the consent rights 
set forth in such documents; 

(d) No court of competent jurisdiction or other competent 
governmental or regulatory authority shall have issued an 
order making illegal or otherwise restricting, preventing or 
prohibiting, in a material respect, the consummation of the 
Plan, the Restructuring Transactions, the RSA, the BCA or 
any of the Definitive Documents contemplated thereby; 

(e)  The conditions precedent to the effectiveness of the Exit 
Facility (as determined in the Exit Facility documentation and 
the BCA) shall have been satisfied or duly waived in writing 
and the Exit Facility shall have closed or will close 
simultaneously with the effectiveness of the Plan; 
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(f) The Debtors shall have obtained any and all requisite 
regulatory approvals, and any other authorizations, consents, 
rulings, or documents required to implement and effectuate 
the Plan and the Restructuring Transactions; 

(g) The Debtors shall have paid all Consenting Creditors’ 
Professional Fees (as defined herein) and any other amounts 
contemplated to be paid under the BCA, RSA and the Plan, 
including estimated amounts through the Effective Date; 

(h) The Debtors shall have implemented the Restructuring 
Transactions in a manner consistent in all respects with the 
BCA, RSA and this Term Sheet (subject to the consent rights 
of the Parties set forth therein);   

(i) The issuance of the New Reorganized PDC Equity to the 
holders of Allowed First Lien Notes Claims and the holders 
of Allowed Second Lien Notes Claims shall have occurred; 

(j) The New Warrants Agreement shall have been executed by the 
applicable parties and the New 2L Warrants shall have been 
issued to the holders of Allowed Second Lien Notes Claims 
through DTC; 

 (k) The court presiding over the Cayman Proceedings shall have 
entered all orders and confirmations (i.e., the sealed validation 
completing the Cayman Proceedings) relating to the Cayman 
Proceedings and such orders shall (a) not be stayed, modified, 
revised, or vacated and shall not be subject to any pending 
appeal and (b) be consistent with the RSA including the 
consent rights therein; and 

(l) Such other conditions as mutually agreed by the Company 
Parties and the Required Consenting First Lien Creditors. 

Fees and Expenses of the 
Consenting Creditors 

The Company Parties shall pay or reimburse all fees and out-of-
pocket expenses of: (a) Akin Gump Strauss Hauer & Feld LLP, 
as counsel to the Ad Hoc Crossover Group; (b) Houlihan Lokey 
Capital, Inc., as financial advisor to the Ad Hoc Crossover Group; 
(c) Walkers, as Cayman legal counsel to the Ad Hoc Crossover 
Group; (d) Loyens & Loeff Luxembourg S.À.R.L., as 
Luxembourg legal counsel to the Ad Hoc Crossover Group; and 
(e) Seward & Kissel LLP, as maritime counsel to the Ad Hoc 
Crossover Group ((a) and (e) collectively the “Consenting 
Creditors’ Professional Fees”), in each case, in accordance with 
the applicable Fee Letters. 

Injunction and Discharge The Plan and Confirmation Order will contain customary 
injunction and discharge provisions. 
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First Day and Other 
Motions 

The relief sought by the Debtors in all First Day Pleadings (on an 
interim and final basis) relating to the Restructuring Transactions 
(including the amount of any payments sought to be made 
thereunder) shall be consistent in all respects with the RSA and 
this Term Sheet and otherwise shall otherwise be subject to the 
consent rights in the RSA.   
The relief sought by the Debtors in all First Day Pleadings (on a 
final basis), “second day” motions and other motions relating to 
the Restructuring Transactions (including the amount of any 
payments sought to be made thereunder other than professional 
fee applications) shall be subject to the consent rights in the RSA. 

IMPLEMENTATION OF THE RESTRUCTURING TRANSACTIONS 

Settlement and 
Compromise 

The classification and treatment of Claims under the Plan shall 
settle and compromise the respective contractual, legal, and 
equitable subordination rights of such Claims, and any such rights 
shall be released pursuant to the Plan. 

Restructuring 
Transactions 

The Confirmation Order shall be deemed to authorize, among 
other things, all actions as may be necessary or appropriate, 
consistent with the RSA (including the applicable consent rights 
set forth therein), to effect any transaction described in, approved 
by, contemplated by, or necessary to effectuate the Plan. 

The Debtors may through the Restructuring Transactions 
streamline or simplify their organizational structure including by 
dissolving or merging certain entities with the consent of the 
Company Parties and the Required Consenting First Lien 
Creditors. 

Cancellation of Notes, 
Instruments, Certificates, 
and Other Documents  

On the Effective Date, except to the extent otherwise provided in 
this Term Sheet, the RSA, or the Plan, all notes, instruments, 
certificates, and other documents evidencing Claims or Interests, 
including credit agreements and indentures, shall be canceled and 
the obligations of the Debtors thereunder or in any way related 
thereto shall be deemed satisfied in full and discharged.  

Issuance of New 
Securities; Execution of 
the Plan Restructuring 
Documents 

On the Effective Date, the Debtors or Reorganized Debtors, as 
applicable, shall issue all securities, notes, instruments, 
certificates, and other documents required to be issued pursuant 
to the Restructuring Transactions. 

Retention of Jurisdiction The Plan will provide for the retention of jurisdiction by the 
Bankruptcy Court for usual and customary matters. 
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EXHIBIT A 
 

ADDITIONAL DEBTORS 
 

Pacific Drilling Operations Limited 
Pacific Drilling V Limited 
Pacific Drilling VII Limited 
Pacific Sharav Korlátolt Felelősségű Társaság 
Pacific Bora Ltd. 
Pacific Mistral Ltd. 
Pacific Scirocco Ltd. 
Pacific Drilling Limited 
Pacific Drilling, Inc. 
Pacific Drilling Operations, Inc. 
Pacific Drilling, LLC 
Pacific Drilling Finance, S.à r.l. 
Pacific Drillship S.à r.l. 
Pacific Santa Ana Limited  
Pacific Sharav S.à r.l. 
Pacific Drilling Holding (Gibraltar) Limited 
Pacific Drillship Nigeria Limited
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EXHIBIT B 
 

THE EXIT FACILITY TERM SHEET 
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EXIT FACILITY TERM SHEET 
 

Pacific Drilling S.A. 
$80,000,000 Delayed-Draw Term Loan Facility 
Summary of Principal Terms and Conditions12 

Borrower: Pacific Drilling Company Limited, a company incorporated in the 
Cayman Islands (in such capacity, the “Borrower”). 

Administrative Agent: A financial institution reasonably acceptable to the Required 
Backstop Parties, chosen after consultation with the Borrower (in its 
capacity as administrative agent under the Exit Facility, the 
“Administrative Agent”).  

Lenders: The Backstop Parties and any other Consenting First Lien Creditors 
of record as of the Record Date who agree to participate as lenders 
(the “Exit Lenders”).  

Exit Facility: A senior secured delayed-draw term loan credit facility (the “Exit 
Facility”, and the loans thereunder, the “Term Loans”) in an 
aggregate principal amount of $80,000,000. 

Funding: Funding of the Term Loans shall be subject to fronting/seasoning by 
an institution reasonably acceptable to the Required Backstop 
Parties, which institution may include the Administrative Agent.  All 
such fronting/seasoning fees shall be payable by the Borrower. 

Incremental Facilities: The Exit Facility will permit the Borrower to add one or more 
incremental term loan facilities to the Exit Facility and/or increase 
the Exit Facility (each, an “Incremental Facility”); provided that (i) 
the Incremental Facilities do not exceed $50 million in the aggregate, 
(ii) any Incremental Facility will rank pari passu with the Exit 
Facility in right of payment, (iii) any Incremental Facility will be 
secured by the Collateral on a pari passu basis with the existing Term 
Loans, (iv) any Incremental Facility shall be on the same terms 
(including maturity date and interest rates but excluding any fees 
payable in connection therewith) and pursuant to the same 
documentation (other than the amendment evidencing such 
Incremental Facility) applicable to the Exit Facility and (v) any 
Incremental Facility may be offered to third party lenders but shall 
first be offered to any then-existing Exit Lenders on a pro rata basis. 

                                                 
12 All capitalized terms used but not defined herein shall have the meaning given them in the Commitment Letter to 
which this Term Sheet is attached. 
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Maturity Date: The Exit Facility will mature on the date that is five (5) years after 
the establishment of the Exit Facility on the Plan Effective Date, 
subject to satisfaction (or waiver) of the conditions precedent (the 
“Closing Date”).  

Amortization: None. 

Purpose and 
Availability: 

The proceeds of the Term Loans will be used for working capital, 
general corporate purposes and other transactions not prohibited by 
the Definitive Financing Documentation. The Exit Facility will be 
available to be drawn after the Closing Date through 18 months 
following the Closing Date, in a minimum principal amount per 
drawing of the lesser of (x) $25,000,000 or (y) the remaining 
unfunded amount of Term Loans. Amounts repaid or prepaid under 
the Exit Facility may not be reborrowed; provided that the repayment 
of a Term Loan shall not terminate the commitments in respect of the 
undrawn Term Loans. 

Interest Rates 
and Fees: 

As set forth on Annex A hereto. 

Default Rate: During the continuance of a payment or bankruptcy event of default, 
with respect to overdue principal, at the applicable interest rate plus 
2.00% per annum, and with respect to any other overdue amount 
(including overdue interest), at the interest rate applicable to Term 
Loans plus 2.00% per annum, which, in each case, shall be payable 
on demand. 

Documentation 
Principles: 

The Exit Facility is to be documented by a new first lien senior 
secured delayed draw term loan credit agreement and other 
guarantee, security and other relevant documentation reflecting the 
terms and provisions set forth in this Term Sheet, subject to changes 
to be mutually agreed upon between the Borrower and the Required 
Backstop Parties that give due regard to the operational and strategic 
requirements of the Borrower in light of its size, capital structure, 
industry, business, business practices and locations; provided, that 
(a) the Exit Facility shall contain terms and provisions that are 
consistent with other senior secured, first-out credit facilities with no 
other priming or “inside maturity” debt in the capital structure, and 
(b) “Material Adverse Effect” (or any similar term) shall include a 
COVID-19 carve out solely for purposes of a “Material Adverse 
Effect” condition precedent to closing the Exit Facility and a 
“Material Adverse Effect” condition precedent to funding any Term 
Loans (collectively, the “Documentation Principles”). 

Guarantees: All obligations of the Borrower (the “Borrower Obligations”) under 
the Exit Facility will be unconditionally guaranteed jointly and 
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severally on a senior secured basis (the “Guarantees”) by subsidiaries 
of the Borrower to be agreed with the Required Backstop Parties 
(collectively, the “Guarantors” and, together with the Borrower, the 
“Loan Parties” and, each individually, a “Loan Party”). 

 Notwithstanding the foregoing, subsidiaries may be excluded from 
the guarantee requirements in circumstances where the Borrower and 
the Required Backstop Parties reasonably agree that the cost of 
providing such a guarantee is excessive in relation to the value 
afforded thereby. 

Security: The Borrower Obligations and the Guarantees will be secured by: 
(a) a perfected first priority (subject to permitted liens) pledge of 
100% of the capital stock or other membership or partnership equity 
ownership or profit interests owned by the Borrower and each other 
Guarantor in any wholly-owned first tier subsidiary (provided that 
such pledge would not result in material adverse tax consequences as 
determined by the Borrower and the Required Backstop Parties); and 
(b) a perfected first priority (subject to permitted liens) security 
interest in substantially all tangible and intangible personal property 
of the Borrower and each Guarantor (including but not limited to 
accounts, inventory, vessels, equipment, general intangibles 
(including contract rights), deposit and securities accounts, other 
investment property, intellectual property, intercompany notes and 
all products and proceeds of the foregoing, but excluding certain 
customary exceptions to be agreed) (the items described in clauses 
(a) and (b) above, collectively, the “Collateral”); subject to 
customary exclusions agreed to between the Borrower and the 
Required Backstop Parties.  No security interest shall be required in 
any leased or fee-owned real property of the Borrower or any 
Guarantor with a fair market value less than $5 million , with fair 
market value of a leased property being calculated by the discount, 
if any, represented by the rental rate of the lease as compared to the 
market rate of the lease over the remaining life of the lease, as 
calculated by the Borrower in good faith. 

 All the above-described pledges and security interests shall be 
created on terms (including with respect to excluded assets, 
perfection requirements and materiality thresholds), and pursuant to 
documentation to be set forth in the Definitive Financing 
Documentation; and none of the Collateral shall be subject to other 
pledges and security interests (except permitted liens and other 
exceptions to be set forth in the Definitive Financing 
Documentation). 
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Voluntary 
Prepayments: 

Voluntary prepayments of the Term Loans will be permitted at any 
time in minimum principal amounts to be agreed upon, without 
premium or penalty, other than the Call Protection Provision (as 
defined below). Once a Term Loan has been prepaid, such Term Loan 
may not be reborrowed; provided that the repayment of a Term Loan 
shall not terminate the commitments in respect of the undrawn 
portion of the Term Loans. 

All voluntary prepayments of the Term Loans shall be applied as 
directed by the Borrower. 

Any voluntary prepayments of the Term Loans (or mandatory 
prepayment thereof with the proceeds of the incurrence of any 
indebtedness) will be subject to the “prepayment” premium 
(expressed as a percentage of the outstanding principal amount of the 
Term Loans so prepaid) set forth below opposite the relevant period 
from the Closing Date: 

 Period: Percentage: 

 Year 1: 101% 

 Thereafter: No premium 

 The foregoing “prepayment” premium is referred to herein as the 
“Call Protection Provision”. 

Mandatory 
Prepayments: 

Usual and customary for facilities of this type, in accordance with 
Documentation Principles. 

Representations and 
Warranties: 

Usual and customary for facilities of this type, in accordance with 
Documentation Principles and subject (to the extent applicable) to 
customary qualifications and limitations for materiality to be 
provided in the Definitive Financing Documentation. 

Conditions Precedent to 
Effectiveness on the Closing 
Date: 

As set forth in Section 4 of the Commitment Letter.  Additionally: 

Payment of customary fees invoiced two (2) business days prior to 
closing. 

Compliance with applicable “know your customer” rules and 
regulations to the extent requested 5 business days prior to closing. 

“No Material Adverse Effect”, subject to a COVID-19 carve out. 
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Satisfaction of all conditions to the consummation of the 
restructuring transactions in accordance with the Plan and the terms 
of the Restructuring Support Agreement and the Commitment Letter. 

Confirmation Order approving the Exit Facility. 

Conditions Precedent to All 
Borrowings: 

The making of each extension of credit under the Exit Facility after 
the Closing Date shall be conditioned upon (a) delivery of a 
customary borrowing notice, (b) the accuracy of representations and 
warranties in all material respects and (c) the absence of defaults or 
events of default at the time of, or immediately after giving effect to 
the making of, such extension of credit. 

Affirmative Covenants: Usual and customary for facilities of this type, in accordance with 
Documentation Principles and to include customary exceptions and 
baskets to be agreed, including delivery of annual audited financial 
statements within one hundred twenty (120) days (or such later date 
as approved by the Administrative Agent) from the end of each fiscal 
year to be agreed and delivery of unaudited quarterly financial 
statements within sixty (60) days (or such later date as approved by 
the Administrative Agent) after the end of the first three fiscal 
quarters of each year. 

Negative Covenants: Usual and customary for facilities of this type, in accordance with 
Documentation Principles and to include customary exceptions and 
baskets to be agreed. 

Financial Covenant: None. 

Events of Default: Usual and customary for facilities of this type, in accordance with 
Documentation Principles and subject to customary grace or cure 
periods to be agreed. 

Voting: Usual and customary for facilities of this type, in accordance with 
Documentation Principles, provided that (a) the consent of each Exit 
Lender directly and adversely affected thereby shall be required with 
respect to (i) increases in the Term Loan Commitment of such Exit 
Lender, (ii) reductions of principal, interest or fees (including 
upfront, unused and other fees) owed to such Exit Lender, (iii) 
extensions of final maturity or the due date of any principal, interest 
or fee payment, (iv) amendments to voting percentages or to the 
“waterfall” provision that would change the pro rata sharing of 
payments, (v) amendments to the provisions relating to assignments 
and participation, (vi) the nature of the obligations of the Lenders as 
being several and not joint and (vii) the currency of the Term Loans 
and required payments thereof and (b) the consent of each Exit 
Lender shall be required with respect to a release of all or 
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substantially all of the value of the guarantees made by the 
Guarantors or a release or subordination of any liens securing the 
Delayed-Draw Term Loans on all or substantially all of the 
Collateral. 

Assignments and 
Participations: 

Usual and customary for facilities of this type; provided that (i) 
funded Term Loans shall be freely assignable by the Exit Lenders to 
qualified institutional buyers without the consent of the Borrower or 
any other person other than the Administrative Agent and (ii) 
commitments to fund unfunded Term Loans will be subject to 
customary Disqualified Lender and Borrower consent provisions.  

Cost and Yield Protection: Usual and customary for facilities of this type, in accordance with 
Documentation Principles. 

Expenses and 
Indemnification: 

Usual and customary for facilities of this type, in accordance with 
Documentation Principles. 

Governing Law and Forum: New York. 
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Annex A 

Interest Rate: The interest rate under the Exit Facility will be 12.0% per 
annum payable in kind, quarterly in arrears, on the last day of 
each fiscal quarter (commencing with the first full fiscal 
quarter ending after the initial drawing after the Closing Date) 
and on the applicable maturity date. 

Exit Facility Put Option 
Premium: 

The Borrower shall pay the Put Option Premium of 5.0% of 
each Backstop Party’s Backstop Commitment, payable in cash 
to the Backstop Parties on or prior to the effective date of the 
Commitment Letter. 

Exit Facility Upfront Fee: The Borrower shall pay an upfront fee of 2.0% on the 
committed amount of the Exit Facility, payable in cash to each 
Exit Lender on a pro rata basis in accordance with the amount 
of each such Exit Lender’s commitment on the Closing Date. 

Exit Facility Unused Fee: The Borrower shall pay an unused fee of 1.0% per annum on 
the daily average unused portion of the Exit Facility, payable 
quarterly in arrears in cash on the last day of each fiscal quarter 
(commencing with the first full fiscal quarter ending after the 
Closing Date), with the final payment being on the date that 
the Exit Facility is fully drawn. Such fees shall be distributed 
to the Exit Lenders holding commitments under the Exit 
Facility pro rata in accordance with the amount of each such 
Exit Lender’s commitment, with exceptions for defaulting 
Exit Lenders. 
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EXHIBIT C 
 

GOVERNANCE TERM SHEET 
 

• 5 person board of directors of Reorganized PDC (the “Board”): 
o Required Consenting First Lien Creditors shall select 4 out of 5 members of the 

Board. 
o At least 1 director shall be independent as defined by NYSE; the Company shall 

have consultation rights, but not veto rights, regarding the independent director. 

• CEO to be appointed to the Board. 

• Other governance matters to be determined solely by the Required Consenting First Lien 
Creditors after consultation in good faith with the Company and with the Required 
Consenting Second Lien Creditors. 
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EXHIBIT D 
 

EMPLOYEE MATTERS TERM SHEET 
 
THIS TERM SHEET DOES NOT ADDRESS ALL MATERIAL TERMS THAT WOULD BE 
REQUIRED IN CONNECTION WITH ANY POTENTIAL RESTRUCTURING OR THE 
MATTERS ADDRESSED HEREIN.  THIS TERM SHEET HAS BEEN PRODUCED FOR 
SETTLEMENT PURPOSES ONLY AND IS SUBJECT TO RULE 408 OF THE FEDERAL 
RULES OF EVIDENCE AND OTHER SIMILAR APPLICABLE STATE AND FEDERAL 
STATUTES, RULES AND LAWS.  THIS DOCUMENT IS STRICTLY CONFIDENTIAL.  ALL 
CAPITALIZED TERMS USED AND NOT DEFINED HEREIN SHALL HAVE THE 
MEANING ASSIGNED TO SUCH TERM UNDER THE RESTRUCTURING TERM SHEET, 
TO WHICH THIS EMPLOYEE MATTERS TERM SHEET IS APPENDED AS EXHIBIT D. 

 
EMPLOYEE MATTERS 

Management Incentive 
Plan 

Plan Reserve: A number of Reorganized PDC common equity 
securities representing up to 8% of the New Reorganized PDC 
Equity as of the Effective Date on a fully diluted basis, and taking 
into account the Plan Reserve13 and any equity securities issued 
and outstanding as of the Effective Date, any warrants or 
securities convertible, exercisable or exchangeable therefor issued 
and outstanding as of the Effective Date, will be reserved for 
issuance pursuant to the Management Incentive Plan. 

Eligibility and Grants: The Management Incentive Plan, 
together with any grants, awards or agreements in connection 
therewith, to be determined by the Board of Reorganized PDC. 

Employment and 
Severance Agreements 

Eligibility: Pacific Drilling Manpower, Inc. has entered into 
agreements with certain executives that provide them with 
severance benefits if their employment is terminated by Pacific 
Drilling Manpower, Inc. without Cause or by the executive for 
“Good Reason”. In general, enhanced severance benefits are 
available if the termination occurs within a defined period 
following a Change of Control, as set forth in each of the 
respective agreements.  

Messrs. Bernie G. Wolford (the Chief Executive Officer) and 
James W. Harris (the Chief Financial Officer) are parties to 
executive employment agreements (as amended, the 
“Employment Agreements”) pursuant to which, among other 
things, they are entitled to certain severance benefits.  There are 

                                                 
13  Plan Reserve subject to customary adjustment in connection with stock splits, reverse stock splits, extraordinary dividends, 

dividend recapitalizations, and other changes to capitalization. 
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also five (5) other executive officers who are parties to Severance 
and Change of Control Agreements (together with the 
Employment Agreements, the “Severance Agreements”), 
pursuant to which they are entitled to severance benefits.  The 
material terms of each of the foregoing Severance Agreements  
with PDSA’s five (5) named executive officers (the “NEOs”) are 
described in PDSA’s 2020 Proxy Statement filed on April 20, 
2020 with the Securities and Exchange Commission, and its 
second quarter Form 10-Q filed on August 7, 2020 with the 
Securities and Exchange Commission. 

Pacific Drilling Manpower, Inc. also maintains a Change of 
Control Severance Policy covering vice presidents and above, 
who are not party to an employment, severance or change of 
control agreement (the “Severance Policy”).  Currently, the 
Severance Policy only covers vice presidents. 

The Severance Agreements and Severance Policy will be 
amended as follows: 

• The Severance Agreements for the five (5) NEOs will be 
amended to provide that if a Change of Control occurs 
after emergence and prior to August 3, 2021, the aggregate 
Change of Control severance payments otherwise payable 
to the NEOs will be reduced by $1 million (with each 
NEO’s individual severance amount reduced ratably 
based on his/her relative Key Executive Incentive 
Program (“KEIP”) and Key Employee Retention Program 
(“KERP”) amounts, which were awarded in August 
2020). No such reduction will be made if a Change of 
Control occurs on or after August 3, 2021. 

• To clarify that the proposed restructuring will not constitute 
a Change of Control under the Severance Agreements and 
the Severance Policy. 

• To provide that the terms contained in any future 
Management Incentive Plan award will govern 
acceleration of the Management Incentive Plan award 
upon a Change of Control and/or termination of 
employment and not those under the Severance 
Agreements or the Severance Policy; and it will be 
clarified that equity/incentive protections in the Severance 
Agreements and the Severance Policy would also not 
apply to the KEIP and KERP. 
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• The definition of “Good Reason” in the Severance 
Agreements and the Severance Policy will be amended to 
(i) clarify that the “Good Reason” trigger to terminate 
employment based on relocation applies to relocations 
outside of 25 miles from the Houston - The Woodlands - 
Sugar Land Metropolitan Statistical Area (MSA) which 
consists of the following nine (9) Texas counties: Austin, 
Brazoria, Chambers, Fort Bend, Galveston, Harris, 
Liberty, Montgomery and Waller and (ii) exclude any 
changes in duties, responsibilities or status as an officer 
resulting solely from the fact that the Company Parties and 
their subsidiaries may emerge from chapter 11 as a private 
company from constituting “Good Reason” to terminate 
employment.  

• The definition of “Good Reason” in the Severance 
Agreements (which, for the avoidance of doubt, also 
applies to their KEIP/KERP awards) for the five (5) NEOs 
amended to clarify that the size of a, or failure to receive 
any, Management Incentive Plan award will not constitute 
“Good Reason” to terminate employment. 

KEIP/KERP Pacific Drilling Manpower, Inc. entered into KEIP/KERP 
agreements with the five (5) NEOs in August 2020, under which 
they received a pre-paid incentive bonus subject to a clawback.  
In connection with the agreement regarding the Severance 
Agreements above, the five (5) NEOs have agreed to amend their 
KEIP/KERP awards as follows: The clawback period for their 
KEIP/KERP awards shall be amended to end on the earlier of 
consummation of a Change of Control (as defined in the 
Severance Agreements) or August 3, 2021. 

Cash Awards PDSA has outstanding long-term and retention cash awards 
granted prior to August 2020 (“Cash Awards”) that vest and 
become payable in December 2020 and January, May and June of 
2021.  The Cash Awards are held by employees with the title of 
senior vice president or below and total $1.55 million (excluding 
prepayments (i) made in connection with the KEIP/KERP and (ii) 
the Cash Awards paid to those with the title senior vice president 
and vice president).  

For the avoidance of doubt, the Cash Awards will be paid in the 
ordinary course and in accordance with their terms. 
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Exhibit C 

 
Transfer Agreement 
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PROVISION FOR TRANSFER AGREEMENT 
 
 The undersigned (“Transferee”) (a) hereby acknowledges that it has read and understands the 
Restructuring Support Agreement, dated as of October 30, 2020 (the “Agreement”),1 by and among Pacific 
Drilling S.A. (“PDSA”), and each of its direct or indirect subsidiaries listed on Exhibit A thereto, and each 
of the Consenting Creditors party thereto, (b) desires to acquire the Claims described below (the “Transferred 
Claims”) from one of the Consenting Creditors (the “Transferor”) and (c) hereby irrevocably agrees to be 
bound by the terms and conditions of the Agreement to the same extent Transferor was thereby bound with 
respect to the Transferred Claims, and shall be deemed a Consenting Creditor for all purposes under the 
Agreement. 
 
 The Transferee hereby specifically and irrevocably agrees (i) to be bound by the terms and conditions 
of the Agreement, to the same extent applicable to the Transferred Claims, (ii) to be bound by the vote of the 
Transferor if cast prior to the effectiveness of the transfer of the Transferred Claims, except as otherwise 
provided in the Agreement and (iii) that each of the Parties shall be an express third-party beneficiary of this 
Provision for Transfer Agreement and shall have the same recourse against the Transferee under the 
Agreement as such Party would have had against the Transferor with respect to the Transferred Claims. 
 
 
TRANSFEREE 
 
 
 
By: 
Name: 
Title: 
 
Principal amount of First Lien Notes $   
 
Principal amount of Second Lien Notes $  ____________ 
 
Notice Address  
  
Email  
Fax  
Telephone  

 

                                                      
1 Capitalized terms not used but not otherwise defined in this transfer agreement shall have the meanings ascribed to such terms 

in the Agreement. 
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