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FORWARD-LOOKING STATEMENTS

Statements contained in this report that are not historical facts are forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.  Forward-looking
statements include words or phrases such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “plan,” “project,” “could,” “may,”
“might,” “should,” “will,” “forecast,” “potential,” “scheduled,” “predict,” “will be,” “will continue,” “will likely result,” and similar words
and specifically include statements regarding expected financial performance; growth strategies; expected utilization,
day rates, revenues, operating expenses, contract terms, contract backlog, capital expenditures, tax rates, insurance
coverages, access to financing and funding sources; the availability, delivery, mobilization, contract commencement,
relocation or other movement of rigs and the timing thereof; future rig construction (including construction in progress
and completion thereof), enhancement, upgrade or repair and costs and timing thereof; the suitability of rigs for future
contracts; general market, business and industry conditions, trends and outlook; future operations; the impact of
increasing regulatory  requirements and complexity; expected contributions from our new rigs and our entry into the
ultra-deepwater market; expense management; the likely outcome of legal proceedings or insurance or other claims
and the timing thereof; activity levels in the offshore drilling market; customer drilling programs; and commodity
prices. Such statements are subject to numerous risks, uncertainties and assumptions that may cause actual results to
vary materially from those indicated, including:

•  drilling permit and operations delays, moratoria or suspensions, new and future regulatory, legislative or permitting
requirements (including requirements related to certification and testing of blow-out preventers and other
equipment or otherwise impacting operations), future lease sales, changes in laws, rules and regulations that have or
may impose increased financial responsibility, additional oil spill contingency plan requirements and other
governmental actions that may result in claims of force majeure or otherwise adversely affect our existing drilling
contracts;

•  governmental regulatory, legislative and permitting requirements affecting drilling operations in the areas in which
our rigs operate;

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

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

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

•  downtime, lost revenue and other risks associated with rig operations, operating hazards, or rig relocations and
transportation, including rig or equipment failure, collisions, damage and other unplanned repairs, the limited
availability of transport vessels, hazards, self-imposed drilling limitations and other delays due to weather
conditions or otherwise, and the limited availability or high cost of insurance coverage for certain offshore perils or
associated removal of wreckage or debris;

•  access to spare parts, equipment and personnel to maintain, upgrade and service our fleet;

•  possible cancellation or suspension of drilling contracts as a result of mechanical difficulties, delays, performance
or other reasons;

•  
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potential cost overruns and other risks inherent to shipyard rig construction, repair or enhancement, unexpected
delays in rig and equipment delivery and engineering or design issues following shipyard delivery, or delays in the
dates our rigs will enter a shipyard, be transported and delivered, enter service or return to service;

•  actual contract commencement dates; contract terminations, contract extensions, contract option exercises, contract
revenues, contract awards; the termination or renegotiation of contracts by customers or payment or operational
delays by our customers;

•  operating hazards, including environmental or other liabilities, risks, expenses or losses, whether related to storm or
hurricane damage, losses or liabilities (including wreckage or debris removal), collisions, or otherwise;

2
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•  our ability to attract and retain skilled personnel on commercially reasonable terms, whether due to competition
from other contract drillers, labor regulations or otherwise;

•  governmental action and political and economic uncertainties, including uncertainty or instability resulting from
civil unrest, political demonstrations, mass strikes, or an escalation or additional outbreak of armed hostilities or
other crises in oil or natural gas producing areas of the Middle East or other geographic areas, which may result in
extended business interruptions, suspended operations, or result in claims by our customers of a force majeure
situation and payment disputes;

•  terrorism, piracy, political instability, hostilities, nationalization, expropriation, confiscation or deprivation of our
assets or military action impacting our operations, assets or financial performance in our areas of operations,
including the Middle East;

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

•  potential long-lived asset impairments;

•  costs and uncertainties associated with our redomestication, or changes in foreign or domestic laws that could
reduce or eliminate the anticipated benefits of the transaction;

•  impacts of any global financial or economic downturn;

•  effects of accounting changes and adoption of accounting policies;

•  potential unplanned expenditures and funding requirements, including investments in pension plans and other
benefit plans; and

•  other important factors described from time to time in the reports filed by us with the Securities and Exchange
Commission (the Commission), and the New York Stock Exchange (NYSE).

All forward-looking statements contained in this Form 10-K speak only as of the date of this document.  We
undertake no obligation to update or revise publicly any revisions to any such forward-looking statements that may be
made to reflect events or circumstances after the date of this Form 10-K, or to reflect the occurrence of unanticipated
events, except as required by applicable law.

Other relevant factors are included in Item 1A, “Risk Factors,” of this Form 10-K.

PART I

ITEM 1.  BUSINESS

On May 4, 2012, Rowan Companies plc, a public limited company incorporated under the laws of England and Wales
(Rowan UK), became the successor issuer to Rowan Companies, Inc. (Rowan Delaware) pursuant to an agreement
and plan of merger and reorganization (the “redomestication”) approved by the stockholders of Rowan Delaware on
April 16, 2012.  As a result of the redomestication, Rowan UK became the parent company of the Rowan group of
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companies and our place of incorporation was effectively changed from Delaware to the United Kingdom.  We remain
subject to the Securities and Exchange Commission reporting requirements, the mandates of the Sarbanes-Oxley Act
and the applicable corporate governance rules of the NYSE, and we will continue to report our consolidated financial
results in U.S. dollars and in accordance with accounting principles generally accepted in the United States of
America (US GAAP).  We also must comply with additional reporting requirements of English law.  The
redomestication was accounted for as an internal reorganization of entities under common control; therefore, for
purposes of these consolidated financial statements, the carrying values of assets and liabilities of the merged entities
were carried forward without adjustment. Unless the context otherwise requires, the terms “Rowan,” “Company,” “we,” “us”
and “our” are used to refer to Rowan UK (or Rowan Delaware for periods prior to the redomestication) and its
consolidated subsidiaries.

3
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In June 2011, we completed the sale of our wholly owned manufacturing subsidiary, LeTourneau Technologies, Inc.
(LeTourneau), and in September 2011, we completed the sale of our land drilling operations.  Prior to 2011 our
manufacturing operations were reported as the Drilling Products and Systems and the Mining, Forestry and Steel
Products segments, and our land drilling operations were reported as a component of our Drilling Services
segment.  See Note 3 of “Notes to Consolidated Financial Statements” in Item 8 of this Form 10-K for further
information.

The Company does not  current ly  segment  i ts  cont inuing offshore dr i l l ing business  for  report ing
purposes.  Information with respect to our revenues and assets by geographic areas of operation is presented in Note
12 of “Notes to Consolidated Financial Statements” in Item 8 of this Form 10-K.

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments
to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (the
Exchange Act) are made available free of charge on our website at www.rowancompanies.com as soon as reasonably
practicable after we electronically file such material with, or furnish it to, the SEC.

Overview

The Company is a major provider of offshore oil and gas contract drilling services internationally and provides its
services utilizing a fleet of 31 self-elevating mobile offshore “jack-up” drilling units.  The Company’s primary focus is
on high-specification and premium jack-up rigs, which its customers use for exploratory and development drilling
and, in certain areas, well workover operations.  Additionally, the Company has four ultra-deepwater drillships under
construction, the first of which is scheduled for delivery in December 2013.

The Company conducts offshore drilling operations in various markets throughout the world including the U.K. and
Norwegian sectors of the North Sea, Middle East, Southeast Asia, the United States Gulf of Mexico (US
GOM), Trinidad and Egypt, among others.

During 2012, we generated revenues of $1.393 billion and operating income of $255.1 million, compared with $939.2
million and $149.6 million, respectively, in 2011.  Our results of operations are further discussed in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in Item 7 of this Form 10-K.

Drilling Fleet

We operate large jack-up rigs capable of drilling depths up to 35,000 feet in maximum water depths ranging from 250
to 550 feet, depending on rig size and location.  Our jack-ups are designed with a hull that is fully equipped to serve as
a drilling platform supported by three independently elevating legs. The rig is towed to the drilling site where the legs
are lowered into the ocean floor, and the hull is jacked up to the elevation required to drill the well.

We have aggressively grown our jack-up fleet in recent years to better serve the needs of the industry and we are
particularly well positioned to serve the niche market for high-pressure/high-temperature (HPHT) wells.  All of our
rigs feature top-drive drilling systems, solids-control equipment, AC power and mud pumps that accelerate the drilling
process.  Our drilling fleet currently comprises the following:

•Nineteen high-specification cantilever jack-up rigs, including one Gorilla class rig, three N-Class rigs, four enhanced
Super Gorilla class rigs, four Tarzan Class rigs, three 240C class rigs, and four EXL class rigs, as described
below.  We use the term “high-specification” to describe the most capable jack-ups; i.e., those having a hook-load
capacity of at least two million pounds.
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•Nine premium cantilever jack-up rigs, including two Gorilla class rigs and seven 116-C class rigs.  We use the term
“premium jack-ups” to denote independent-leg cantilever rigs that can operate in at least 300 feet of water in benign
environments.

• Three conventional or slot jack-up rigs with skid-off capability.

Cantilever jack-ups can extend a portion of the sub-structure containing the drilling equipment over fixed production
platforms to perform drilling operations with a minimum of interruption to production.  Our conventional jack-ups use
“skid-off” technology, which allows the rig floor drilling equipment to be “skidded” out over the top of a fixed platform,
enabling these slot type jack-up rigs to be used on drilling assignments that would otherwise require a cantilever
jack-up or platform rig.

4
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Our three Gorilla class rigs, designed in the early 1980s as a heavier-duty class of jack-up rig, are capable of operating
in water depths up to 328 feet in extreme hostile environments (winds up to 100 miles per hour and seas up to 90 feet)
such as the North Sea and offshore eastern Canada.  Gorillas II and III can drill to 30,000 feet, and Gorilla IV is
equipped to reach 35,000 feet.

Our three Super Gorilla class rigs were delivered during the period from 1998 to 2002 and are enhanced versions of
our Gorilla class rigs that can be equipped for simultaneous drilling and production operations.  They can operate
year-round in 400 feet of water south of the 61st parallel in the North Sea, within the worst-case combination of
100-year storm criteria for waves, wave periods, winds and currents.  The Bob Palmer, which was delivered in 2003,
is an enhanced version of the Super Gorilla class jack-up and is designated a Super Gorilla XL.  With 713 feet of leg,
139 feet more than the Super Gorillas, and 30% larger spud cans, this rig can operate in water depths to 550 feet in
typically benign environments like the US GOM and the Middle East or in water depths to 400 feet in the hostile
environments of the North Sea and offshore eastern Canada.

Our four Tarzan Class rigs were delivered during the period from 2004 to 2008 and specifically designed for
deep-well, HPHT drilling in up to 300 feet of water in benign environments.

Our three 240C class rigs were designed for HPHT drilling in water depths to 400 feet.  The first and second 240Cs,
the Rowan Mississippi and Ralph Coffman, were added to the fleet in 2008 and 2009, respectively.  The third 240C,
the Joe Douglas, was added to the fleet in the fourth quarter of 2011.

Our four EXL class rigs employ the latest technology to enable drilling of HPHT and extended-reach wells in most of
the prominent jack-up markets throughout the world, and are equipped with the hook-load and horsepower required to
efficiently drill beyond 30,000 feet.  The first three EXL class rigs were delivered in 2010, and the EXL IV was
delivered in the fourth quarter of 2011.

Our three N-Class rigs are capable of drilling up to 35,000 feet in harsh environments such as the North Sea and in
maximum water depths of 450 feet.  The N-Class rigs, which were designed for operation in the highly regulated
Norwegian sector of the North Sea, can be equipped to perform drill ing and production operations
simultaneously.  Our first N-Class rig, the Rowan Viking, was delivered in October 2010, and the Rowan Stavanger
and Rowan Norway were delivered in January and June 2011, respectively.

In 2011 we entered into contracts with Hyundai Heavy Industries Co., Ltd (Hyundai) for the construction of three
ultra-deepwater drillships, the Rowan Renaissance, Rowan Resolute and Rowan Reliance, which are scheduled for
delivery in December 2013, June 2014 and October 2014, respectively.  In 2012 we exercised our option with
Hyundai for the construction of a fourth ultra-deepwater drillship, the Rowan Relentless, which is scheduled for
delivery in March 2015.  The agreement with Hyundai also includes an option for a similar fifth drillship exercisable
in the first quarter of 2013, for delivery in the third quarter of 2015.  We may seek to extend the option prior to its
termination.  The drillships, which are being constructed at Hyundai’s Ulsan, South Korea, shipyard, will be capable of
drilling wells to depths of 40,000 feet in waters of up to 12,000 feet.  The DP-3 compliant, dynamically-positioned
drillships will be equipped with retractable thrusters, dual-activity capability, five mud pumps, dual mud systems and
a maximum hook-load capacity of 1,250 tons.  Each will also be equipped with a seven-ram BOP incorporating full
acoustic backup control plus a second BOP on board.  They will feature hull integration with below-deck riser storage,
four million pounds riser tensioning, main load path active-heave drawworks, three 100-ton knuckle boom cranes, an
active-heave 165-ton crane for simultaneous deployment of subsea equipment, a variable deck load capacity of 20,000
tons and accommodations for 210 personnel.

Our drilling operations are subject to many hazards, including blowouts, well fires and severe weather, which could
cause personal injury, suspend drilling operations, seriously damage or destroy equipment, and cause substantial
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damage to producing formations and the surrounding environment.  Damage to a jack-up rig’s legs can occur in the
event they punch through the ocean floor.  Offshore drilling rigs are also subject to marine hazards, either while on
site or under tow, such as vessel capsizing, collision or grounding.  Raising and lowering the legs of jack-up rigs into
the ocean floor requires skillful handling to avoid capsizing or other serious damage.  Drilling into high-pressure
formations is a complex process and problems can frequently occur.  See Item 1A, “Risk Factors,” of this Form 10-K for
additional information.

See Item 2, “Properties,” of this Form 10-K for additional information with respect to the rigs in our fleet.

Contracts

Our drilling contracts generally provide for a fixed amount of compensation per day, known as the day rate, and are
usually obtained either through competitive bidding or individual negotiations.

5

Edgar Filing: ROWAN COMPANIES PLC - Form 10-K

11



Table of Contents

Our drilling contracts are either “well-to-well,” “multiple-well” or for a fixed term generally ranging from one month to
multiple years. Well-to-well contracts are cancelable by either party upon completion of drilling.  Fixed-term contracts
usually provide for termination by either party if drilling operations are suspended for extended periods as a result of
events of force majeure.  While many fixed-term contracts are for relatively short periods, some can continue for
periods longer than the original terms, and well-to-well contracts can be extended over multiple series of wells.  Many
drilling contracts contain renewal or extension provisions exercisable at the option of the customer at
mutually-agreeable rates and, in certain cases, such option rates are agreed upon at the outset of the contract.  Many of
our drilling contracts provide for separate lump-sum payments for rig mobilization and demobilization, for which we
recognize the revenues and related expenses over the primary contract term, and for reimbursement of certain other
costs, for which we recognize both revenues and expenses when incurred.  Our contracts for work in foreign countries
generally provide for payment in United States dollars except for amounts required by applicable law to be paid in the
local currency or amounts required to meet local expenses.

A number of factors affect our ability to obtain contracts at profitable rates within a given area.  Such factors, which
are discussed further under “Competition,” include the location and availability of competitive equipment, the suitability
of equipment for the project, comparative operating cost of the equipment, competence of drilling personnel and other
competitive factors.  Profitability may also depend on receiving adequate compensation for the cost of moving
equipment to drilling locations.

During periods of weak demand and declining day rates, we have historically accepted lower rates in an attempt to
keep our rigs working and to mitigate the substantial costs of maintaining and reactivating stacked rigs.  In 2010,
however, we chose to cold-stack two of our least competitive rigs and in 2011 we stacked a third rig, rather than
making the substantial capital expenditures required in order to secure ongoing work.  In periods of strong demand
and rising day rates, we strive to maintain a mix of short- and long-term contracts to enable us to both take advantage
of potential higher future rates (and cover potential higher operating costs) as well as provide down-side protection
when markets inevitably decline.

Our offshore drilling revenue backlog was estimated to be approximately $3.6 billion at February 21, 2013, up from
approximately $3.1 billion at February 27, 2012.  See “Outlook” in Management’s Discussion and Analysis of Financial
Condition and Results of Operations in Item 7 of this Form 10-K for further information with respect to the Company’s
backlog.

Competition

The contract drilling industry is highly competitive, and success in obtaining contracts involves many factors,
including price, rig capability, operating and safety performance and reputation.

Currently, we compete with several offshore drilling contractors that together have 782 mobile rigs available
worldwide, including 481 jack-ups.  We estimate that 39 or 8% of the world’s existing jack-up fleet are
high-specification, including the 19 high-specification rigs that we own.  Eighty-eight additional jack-up rigs are
under construction for delivery through 2015, 32 of which are considered high-specification.

There are currently 84 drillships operating worldwide plus another 74 under construction or on order for delivery
through 2020, including our four.  We estimate that 51, or approximately 61% of the world’s existing drillship fleet,
are capable of drilling in water depths of 10,000 feet or more, and 72 of the 74 under construction will have
10,000-foot water depth capabilities.

Based on the number of rigs as tabulated by IHS-Petrodata, we are the ninth largest offshore drilling contractor in the
world and the fifth largest jack-up rig operator.  Based on the most recent publicly available information, we are the
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sixth largest publicly traded offshore drilling contractor ranked by revenues.  Some of our competitors have greater
financial and other resources and may be more able to make technological improvements to existing equipment or
replace equipment that becomes obsolete.  In addition, those contractors with larger and more diversified drilling
fleets may be better positioned to withstand unfavorable market conditions.

We market our drilling services by contacting present and potential customers, including large international energy
companies, smaller independent energy companies and foreign government-owned or -controlled energy
companies.  See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Item 7 of
this Form 10-K for a discussion of current and anticipated industry conditions and their impact on our operations.

6
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Governmental Regulation

Many aspects of our operations are subject to governmental regulation, including equipping and operating vessels,
drilling practices and methods, and taxation.  In addition, the United States and other countries in which we operate
have regulations relating to environmental protection and pollution control.  We could become liable for damages
resulting from pollution of offshore waters in some circumstances and, under United States regulations, we must
document financial responsibility.

Generally, we are indemnified under our drilling contracts for pollution, well and environmental damages, except in
certain cases of pollution emanating above the surface of water from spills of pollutants emanating from our drilling
rigs. This indemnity includes all costs associated with regaining control of a wild well, removal and disposal of the
pollutant, environmental remediation and claims by third parties for damages.

Our customers often require us to assume responsibility for pollution damages where we are at fault.  In each of these
instances, we seek to limit our liability exposure to a non-material amount, or an amount within the limits of our
available insurance coverage. For example, a contract may provide that we will assume the first $500,000 of costs
related to an incident resulting in wellbore pollution due to our negligence, with the customer assuming responsibility
for all costs in excess of $500,000.  We can provide no assurance, however, that we will be able to negotiate
indemnities and/or limitation of liability provisions for all of our contracts or that such indemnification and/or
limitation of liability provisions can be enforced or will be sufficient.  Our customers may challenge the validity or
enforceability of the indemnity provision for several reasons, including but not limited to, applicable law, judicial
decisions, the language of the indemnity provision, reasons of public policy, degree of fault and/or the circumstances
resulting in the pollution.

In the event of an incident resulting in wellbore pollution and a customer who is unable or unwilling to honor its
indemnity obligation, the impact on our financial position, operations and liquidity would depend on the scope of the
incident.  In this instance, we would seek to enforce our legal rights, including the enforcement of the indemnity
obligation and redress from all parties at fault.  In addition, we maintain limited insurance for liability related to
negative environmental impacts of a sudden and accidental pollution event, as described below. If both insurance and
indemnity protection were unavailable or insufficient and the incident was significant, there could be a material
adverse effect on our results of operations, financial condition or liquidity.

Pursuant to the Clean Water Act, the owner of a lease (the Operator) is required to obtain a National Pollutant
Discharge Elimination Permit (NPDES permit).  For drilling operations conducted in the US GOM, these permits are
issued and administered by the Environmental Protection Agency (EPA).  As a contract driller in the US GOM, we
operate in accordance with the Operator’s NPDES permit.   According to the NPDES permit, the Operator is the
designated Responsible Party and is thus responsible for any environmental impacts that would occur in the event of
the discharge of any unpermitted substance, including a fuel spill or oil leak from an offshore installation, such as a
mobile drilling unit.  In addition, pursuant to the International Maritime Organization, to which the United States is a
signatory, we are required to have for each of our drilling units a Shipboard Oil Pollution Emergency Plan (SOPEP),
which is administered by the United States Coast Guard (USCG). 

In support of compliance with these permits and regulations, our SOPEP details procedures for rapid and effective
response to spill events that may occur as a result of our operations or those of the Operator. This plan is reviewed
annually and updated as necessary. Onboard drills are conducted periodically to maintain effectiveness of the plan and
each rig is outfitted with equipment to respond to minor spills.  The drills include participation of key personnel, spill
response contractors and representatives of governmental agencies.  For operations in the United States, our SOPEPs
are subject to review and approval by various organizations including the USCG, EPA and the Bureau of Safety and
Environmental Enforcement (BSEE), formerly the Bureau of Ocean Energy Management, Regulatory and
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Enforcement (BOEMRE), and are recertified by the American Bureau of Shipping every five years.

As the designated responsible party, the Operator has the primary responsibility for spill response, including having
contractual arrangements in place with emergency spill response organizations to supplement any onboard spill
response equipment.  However, we also have an agreement with an emergency spill response organization should we
have an incident that exceeds the scope of our onboard spill response equipment.

Our spill response provider has been in business since 1994 and specializes in helping industries prevent and clean up
oil and other hydrocarbon spills throughout the Gulf Coast, with response centers in Texas and Louisiana with
24-hour response capabilities and equipment.  Our provider’s website states that it holds all necessary licenses,
certifications and permits to respond to emergencies in the US GOM and that it has significant spill response
resources to meet the needs of its customers.

7
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We believe these resources have adequate equipment to respond to an emergency spill; however, we can provide no
assurance that adequate resources will be available should multiple concurrent spills occur. Other foreign jurisdictions
in which we operate may also have similar regulations and requirements.

In addition, we are actively involved in various industry-led initiatives and task forces, including the American
Petroleum Institute’s newly formed Center for Offshore Safety, that are engaged in various initiatives to improve safety
and protect the environment.

Except as discussed above, we do not believe regulatory compliance has materially affected our capital expenditures,
earnings or competitive position to date, although such measures increase drilling costs and may adversely affect
drilling operations.  Further regulations may reasonably be anticipated, but any effects on our drilling operations
cannot be accurately predicted at this time.

In the United States, we are subject to the requirements of the Occupational Safety and Health Act of 1970 (OSHA)
and comparable state statutes. OSHA requires us to provide our employees with information about the chemicals used
in our operations.  There are comparable requirements in other non-U.S. jurisdictions in which we operate.

In addition to the federal, state, and foreign regulations that directly affect our operations, regulations associated with
the production and transportation of oil and gas affect our customers and thereby could potentially impact demand for
our services.

Insurance

We maintain insurance coverage for damage to our drilling rigs, third-party liability, workers’ compensation and
employers’ liability, sudden and accidental pollution and other coverage.  Our insurance coverage is subject to
deductibles and self-insured retentions which must be met prior to any recovery.  Additionally, our insurance is
subject to exclusions and limitations, and we can provide no assurance that such coverage will adequately protect us
against liability from all potential consequences and damages.

Our current insurance policies provide coverage for loss or damage to our fleet of drilling rigs on an agreed value
basis (which varies by unit) subject to a deductible of $25 million per occurrence.  This coverage does not include
damage arising from a US GOM named windstorm, for which we are self-insured.

We maintain insurance policies providing limited coverage for liability associated with negative environmental
impacts of a sudden and accidental pollution event, third-party liability, employers’ liability (including Jones Act
liability), auto liability and aviation liability, and these policies are subject to various exclusions, deductibles and
underlying limits.  In addition, we maintain excess liability coverage with an annual aggregate limit of $700 million
subject to a self-insured retention of $10 million (except in cases of removal-of-rig-wreck due to a US GOM named
windstorm, which has a self-insured retention of $200 million).

Our rig physical damage and liability insurance renews each June.  Due to industry losses in recent years, including
the 2010 Macondo incident, it may be impossible to secure coverage of a similar nature and with similar limits, or
such coverage may be available only at higher costs.

Employees

At December 31, 2012, we had 3,119 employees worldwide, compared to 2,719 and 5,217 at December 31, 2011 and
2010, respectively.  The number of employees at December 31, 2010, included 2,976 employees attributable to
operations that were sold in 2011.  Certain of our employees and contractors in international markets, such as Trinidad
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and Norway, are represented by labor unions and work under collective bargaining or similar agreements, which are
subject to periodic renegotiation.  We consider relations with our employees to be satisfactory.

Customers

Saudi Aramco and Total Exploration & Production accounted for 29% and 11%, respectively, of our 2012
consolidated revenues.

8
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ITEM 1A.  RISK FACTORS

You should consider carefully the following risk factors, in addition to the other information contained and
incorporated by reference in this Form 10-K, before deciding to invest in our equity or debt securities.

We operate in a volatile business that is heavily dependent upon commodity prices and other factors beyond our
control.

The success of our drilling operations depends heavily upon conditions in the oil and gas industry and the level of
demand for drilling services. Demand for our drilling services is vulnerable to declines that are typically associated
with depressed oil and natural gas prices. Even the perceived risk of a decline in oil or natural gas prices may cause oil
and gas companies to reduce their spending, in which case demand for our drilling services could decrease and our
drilling revenues may be adversely affected by lower rig utilization and/or day rates. Oil and natural gas prices have
historically been very volatile, and our drilling operations have in the past suffered through long periods of weak
market conditions.

Demand for our drilling services also depends on additional factors that are beyond our control, including:

•  worldwide demand for drilling services;

•  worldwide demand and prices for oil and natural gas;

•  the level of exploration and development expenditures by energy companies;

•  the willingness and ability of the Organization of Petroleum Exporting Countries, or OPEC, to limit production
levels and influence prices;

•  the level of production in non-OPEC countries;

•  the effect of increased economic sanctions that affect the energy industry;

•  the general economy, including inflation;

•  the condition of global capital markets;

•  weather and climate conditions in our principal operating areas, including possible disruption of exploration and
development activities due to hurricanes and other severe weather conditions;

•  the cost of exploring for, developing, producing and delivering oil and natural gas;

•  expectations regarding future energy prices;

•  environmental and other laws and regulations;

•  policies of various governments regarding exploration and development of oil and natural gas reserves;

•  domestic and international tax policies;
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•  p o l i t i c a l  a n d  m i l i t a r y  c o n f l i c t s  i n  o i l - p r o d u c i n g  a r e a s  a n d  t h e  e f f e c t s  o f
terrorism;                                                                                                                            ;

•  advances in exploration and development technology, such as unconventional drilling and the development of shale
resources;

•  the development and exploitation of alternative fuels;

•  further consolidation of our customer base, and

•  further consolidation of our competitors.

Our drilling operations have been and will continue to be adversely affected by dramatic declines in oil and natural
gas prices, but we cannot predict such events.  Nor can we assure you that a reduction in offshore drilling activity will
not occur for other reasons.

An oversupply of drilling units may lead to a reduction in rig utilization and day rates and therefore may materially
impact our profitability.

During the recent period of high utilization and day rates, industry participants have increased the supply of drilling
units by ordering construction of new offshore drilling units.  Historically, this has resulted in an oversupply of
drilling units and has

9
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caused a subsequent decline in utilization and day rates when the drilling units have entered the market, sometimes for
extended periods of time until the new units have been absorbed into the active fleet.  According to industry sources,
there were 481 jack-ups and 84 drillships in the worldwide fleets as of January 23, 2013, and an additional 88 jack-ups
and 74 drillships were under construction or on order.  A large number of the drilling units currently under
construction have not been contracted for future work, which could intensify price competition as scheduled delivery
dates grow near and lead to a reduction in day rates.  Lower utilization and day rates could adversely affect our
revenues and profitability.  Prolonged periods of low utilization and day rates could also result in the recognition of
impairment charges on our drilling units if future cash flow estimates, based upon information available to
management at the time, indicate that their carrying value may not be recoverable. See “Impairment of Long-lived
Assets” in Note 2 of Notes to Consolidated Financial Statements in Item 8 of this Form 10-K for information regarding
impairment charges recognized in 2012.

Failure to obtain and retain highly skilled personnel could hurt our operations.   

We require highly skilled personnel to operate our rigs and provide technical services and support for our business in
each of the areas of our operations.  To the extent that demand for drilling services and the size of the worldwide
industry fleet increase (including due to the impact of newly constructed rigs), shortages of qualified personnel could
arise, creating upward pressure on wages and difficulty in staffing and servicing our rigs, which could adversely affect
our results of operations.  In addition, the entrance of new participants into the offshore drilling market would cause
further competition for qualified and experienced personnel as these entities seek to hire personnel with expertise in
the offshore drilling industry. The heightened competition for skilled personnel could adversely impact our financial
position, results of operations and cash flows by limiting our operations or further increasing our costs.

Our business is capital intensive, and we have significant future commitments to construct additional rigs.

Our total estimated project cost for the four ultra-deepwater drillships currently under construction is approximately
$3.0 billion, of which approximately $2.2 billion has not yet been incurred.

Construction, enhancement, upgrades, conversions and repairs of rigs and drillships is subject to risks, including
delays and cost overruns, which could have an adverse impact on our available cash resources and results of
operations.

We have entered into contracts for the construction of four ultra-deepwater newbuild drillships with Hyundai Heavy
Industries Co. Ltd. at a cost of approximately $3.0 billion.  All four of our drillships are or will be constructed at
Hyundai’s Ulsan shipyard in South Korea.  Although there is certain insurance coverage and financial and bank
guarantees associated with the drillship construction contracts, in the event Hyundai is, for any reason, unable to
perform under its agreements, there may be a material adverse effect on our results of operations, financial condition
and cash flows.

From time to time in the future, we may also undertake additional new construction projects. In addition, we may
make significant upgrade, refurbishment and repair expenditures for our fleet from time to time, particularly as our
drilling units age.  Some of these expenditures could be unplanned. These projects together with our existing
construction projects and other efforts of this type are subject to risks of cost overruns or delays inherent in any large
construction project as a result of numerous factors, including the following:

• shipyard unavailability;
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• shortages of equipment, materials or skilled labor for completion of repairs or upgrades to our equipment;

• unscheduled delays in the delivery of ordered materials and equipment or shipyard construction;

• financial or operating difficulties experienced by equipment vendors or the shipyard;

• unanticipated actual or purported change orders;

• local customs strikes or related work slowdowns that could delay importation of equipment or materials;

• engineering problems, including those relating to the commissioning of newly designed equipment;

• design or engineering changes;

•latent damages or deterioration to the hull, equipment and machinery in excess of engineering estimates and
assumptions;

• work stoppages;

• client acceptance delays;

• weather interference, storm damage or other events of force majeure;

10
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• disputes with shipyards and suppliers;

• shipyard failures and difficulties;

• unanticipated delays in delivery or cost increases of necessary equipment;

• failure of third-party equipment vendors or service providers;

• unanticipated cost increases, including relating to raw materials used in construction of our drilling units; and

• difficulty in obtaining necessary permits or approvals or in meeting permit or approval conditions.

These factors may contribute to cost variations and delays in the delivery of our ultra-deepwater newbuild drillships or
upgrade projects. Delays in the delivery of these drillships or other drilling units or the inability to complete
construction in accordance with their design specifications may, in some circumstances, result in a delay in contract
commencement, resulting in a loss of revenue to us, and may also cause customers to renegotiate, terminate or shorten
the term of a drilling contract pursuant to applicable late delivery clauses.  In the event of termination of one of these
contracts, we may not be able to secure a replacement contract on as favorable terms or at all.  Additionally, capital
expenditures for upgrades, refurbishment and construction projects could materially exceed our planned capital
expenditures.  Moreover, our drilling units that may undergo upgrade, refurbishment or repair may not earn a day rate
during the periods they are out of service.  In addition, in the event of a shipyard failure or other difficulty, we may be
unable to enforce certain provisions under our newbuilding contracts, such as our contractual rights to recover
amounts paid as installments under such contracts. The occurrence of any of these events may have a material adverse
effect on our results of operations, financial position or cash flows.

Our markets are highly competitive, and satisfactory price levels are difficult to maintain.

Our drilling markets are highly competitive, and no single participant is dominant.  Some of our competitors may have
greater financial or other resources than we do.  The drilling industry has experienced consolidation in the past and
may experience additional consolidation, which could create additional competitors larger than us.  Drilling contracts
are often awarded on a competitive-bid basis, and intense price competition is frequently the primary factor
determining which qualified contractor is awarded the job.  Relocation of offshore rigs from areas of lower activity,
such as the US GOM in recent years, to more active international markets has further increased the competition
among rigs looking for work in those areas.  The anticipated delivery of 88 new jack-ups and 74 drillships over the
next three and seven years, respectively, and ongoing consolidation by oil and gas exploration and production
companies will further increase the supply of rigs while reducing the number of available customers.  This
consolidation has also resulted in drilling projects being delayed.  We may have to reduce our prices in order to
remain competitive, which would have an adverse effect on our operating results and cash flows.

If we or our customers are unable to acquire or renew permits and approvals required for drilling operations, we may
be forced to suspend or cease our operations, and our revenues may be reduced.

Crude oil and natural gas exploration and production operations require numerous permits and approvals for us and
our customers from governmental agencies, particularly in the US GOM.  If we or our customers are not able to obtain
necessary permits and approvals, our operations will be adversely affected.  Obtaining all necessary permits and
approvals may necessitate substantial expenditures to comply with the requirements of these permits and approvals,
future changes to these permits or approvals, or any adverse change in the interpretation of existing permits and
approvals.  In addition, such regulatory requirements and restrictions could also delay or curtail our operations and
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could have a significant impact on our financial condition or results of operations and may create a risk of expensive
delays or loss of value if a project is unable to function as planned due to changing requirements.

In 2010, the Bureau of Ocean Energy Management, Regulation and Enforcement, which was replaced October 1,
2011, by the Bureau of Ocean Energy Management (BOEM) and the Bureau of Safety and Environmental
Enforcement (BSEE), issued Notices to Lessees (NTLs) implementing new environmental and safety regulations
applicable to drilling operations in the US GOM.  These NTLs have adversely impacted the ability of our customers to
obtain necessary permits and approval on a timely basis and/or to continue operations uninterrupted under existing
permits.  The BSEE, which is responsible for implementation and enforcement of the new regulations, subsequently
issued new regulations in October 2011 which formalized many of the requirements set forth in the NTLs and issued
additional environmental and safety requirements in November 2011.  We have been evaluating our own
environmental and safety programs and are working with the BSEE, our customers and various industry organizations
to meet these requirements; however, compliance with these new regulatory requirements may result in interruption of
operations, reduced revenues and higher operating costs.
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We are subject to governmental laws and regulations that could expose us to significant costs and liability for
environmental and natural resource damages.

Many aspects of our operations are subject to governmental regulation, including equipping and operating vessels,
drilling practices and methods, and taxation.  In addition, the United States, United Kingdom and other countries in
which we operate have regulations relating to environmental protection and pollution control.  We could become
liable for damages resulting from pollution of offshore waters and, under United States regulations, we must
document financial responsibility.  Generally, we are substantially indemnified under our drilling contracts for
pollution damages, except in certain cases of pollution emanating above the surface of water from spills of pollutants,
or pollutants emanating from our drilling rigs.  We can provide no assurance, however, that such indemnification
provisions can be enforced or will be sufficient to cover potential environmental liabilities.

In the United States, we are subject to the requirements of OSHA and comparable state statutes. OSHA requires us to
provide our employees with information about the chemicals used in our operations.  There are comparable
requirements in other non-U.S. jurisdictions in which we operate.  Operations in certain areas, such as the North Sea,
are highly regulated and have higher compliance and operating costs in general.

In addition to the federal, state, and foreign regulations that directly affect our operations, regulations associated with
the production and transportation of oil and gas affect the operations of our customers and thereby could potentially
impact demand for our services.

We will experience reduced profitability if our customers terminate or seek to renegotiate our drilling contracts, and
our backlog of contracts may not be ultimately realized.

Most of our term drilling contracts are cancelable by the customer without penalty upon the occurrence of events
beyond our control, such as the loss or destruction of the rig, or the suspension of drilling operations for a specified
period of time as a result of a breakdown of major equipment, and require the customer to pay a termination fee in the
event of a cancelation without cause.  Not all of our contracts require the customer to make an early termination
payment upon cancellation.  Any early termination payments that may be required under our contracts may not be
sufficient to fully compensate us for the loss of the contract and could result in the rig becoming idle for an extended
period of time.  Additionally, a customer may be able to obtain a comparable rig at a lower daily rate and seek to
renegotiate the terms of its existing drilling contract with us.  In some cases, we may be unable to negotiate or
complete definitive contracts following announcements of receipt of letters of intent.  If we or our customers are
unable to perform under existing contracts for any reason, our backlog of estimated revenues from drilling contracts
would decline and may have a material adverse effect on our operating results, financial position and cash flows.

We have and will likely continue to have certain customer concentrations which increase our risks and may reduce
profitability in certain situations.

Our two largest customers, Saudi Aramco and Total, accounted for 29% and 11%, respectively, of our 2012
consolidated revenues.  The loss or material reduction of business from any such significant customer could have a
material adverse impact on our results of operations and cash flows.  Moreover, to the extent that we may be
dependent on any single customer, we could be subject to the risks faced by that customer to the extent that such risks
impede the customer's ability to continue operating and make timely payments to us.

Many of our drilling rigs are subject to damage or destruction by severe weather, and our business may be affected by
the threat of severe weather.
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Our drilling rigs are located in areas that frequently experience hurricanes or other forms of severe weather conditions
and are therefore subject to potential damage or destruction caused by such weather.  Damage caused by high winds
and turbulent seas could cause us to suspend operations on drilling rigs for significant periods of time until the damage
can be repaired.  Even if our drilling rigs are not damaged or lost due to severe weather, we may still experience
disruptions in our operations due to damage to our customers’ platforms and other related facilities.  Additionally our
customers may choose not to contract our rigs for use during hurricane season, particularly in the US GOM.  We lost
six rigs due to hurricanes in 2002, 2005 and 2008, and another was significantly damaged.  Future storms could result
in the loss or damage of additional rigs, which would adversely affect our financial position, results of operations and
cash flows.
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We are currently self-insured with respect to physical damage due to named windstorms in the U.S. Gulf of Mexico.

Hurricanes (or named windstorms) have caused tremendous damage to drilling and production equipment and
facilities throughout the Gulf Coast in recent years, and insurance companies have incurred substantial losses as a
result.  Accordingly, insurance companies have substantially reduced the levels of available coverage for named
windstorms in the US GOM and have dramatically increased the price of such coverage.  Coverage for potential
liabilities to third parties associated with property damage and personal injuries, as well as coverage for environmental
liabilities and removal of wreckage and debris associated with these named windstorm losses, has also been limited.

As a result of the increased cost and reduced availability, we do not maintain named windstorm physical damage
coverage on any of our rigs located in the US GOM.  Our coverage for removal of wreckage for these rigs is subject to
a $200 million per occurrence deductible.  Losses due to future US GOM named windstorms not covered by insurance
could adversely affect our financial position, results of operations and cash flows.

Taxing authorities may challenge our tax positions, and we may not be able to realize expected benefits.

Our tax positions are subject to audit by U.K., U.S., and other tax authorities.  The tax authorities may disagree with
our interpretations or assessments of the effects of tax laws, treaties, or regulations or their applicability to our
corporate structure or certain transactions we have undertaken.  We could therefore incur material amounts of
unrecorded income tax cost if our positions are challenged and we are unsuccessful in defending them.

In 2009, we recognized certain tax benefits as a result of applying the facts of a third-party tax case to our tax
situation.  That case provided a more favorable tax treatment for certain foreign contracts entered into in prior
years.  Determinations by such authorities that differ materially from our recorded estimates, favorably or
unfavorably, may have a material impact on our results of operations, financial position and cash flows.  This position
is currently under audit and is initially being challenged by the IRS field agents.  We have appealed their findings and
expect to come to a conclusion within the next twelve months.  There can be no assurance that we will prevail in our
position.

Changes in tax laws and our estimates of income taxes could adversely impact our financial results.

Through a merger, on May 4, 2012, we completed a change in our legal domicile from Delaware to the United
Kingdom, where we already had substantial operations. As a result of the merger, Rowan UK became the parent
company of the Rowan group of companies and our former Delaware parent company, Rowan Delaware, became an
indirect, wholly owned subsidiary of Rowan UK.  There are frequently legislative proposals in the United States that
attempt to treat companies that have undertaken similar transactions as U.S. corporations subject to U.S. taxes or to
limit the tax deductions or tax credits available to United States subsidiaries of these corporations. The realization of
the expected tax benefits of our  redomestication could be impacted by changes in tax laws, tax treaties or tax
regulations or the interpretation or enforcement thereof or differing interpretation or enforcement of applicable law by
the U.S. Internal Revenue Service or other tax authorities.  Changes in our effective tax rates as determined from time
to time, the inability to realize anticipated tax benefits or the imposition of additional taxes could have a material
impact on our results of operations, financial position and cash flows.  Our future effective tax rates could be
adversely affected by changes in the valuation of our deferred tax assets and liabilities, the ultimate repatriation of
earnings from non-U.S. subsidiaries to the United States, or by changes in applicable regulations and accounting
principles.

Changes in our recorded tax estimates (including estimated reserves for uncertain tax positions) may have a material
impact on our results of operations, financial position and cash flows.  We do not provide for deferred income taxes
on undistributed earnings of the Company’s non-U.K. subsidiaries, including Rowan Delaware and Rowan Delaware’s
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non-U.S. subsidiaries.  It is the Company’s policy and intention to permanently reinvest earnings of the non-U.S.
subsidiaries of Rowan Delaware outside the U.S.  Should the non-U.S. subsidiaries of Rowan Delaware make a
distribution from these earnings, we may be subject to additional U.S. income taxes.

Our foreign operations typically present additional risks, and operations in certain foreign areas present higher costs.

In recent years, we have significantly expanded our operations internationally.  Foreign operations are often subject to
political, economic and other uncertainties not typically encountered in domestic operations, including arbitrary
taxation policies, onerous customs restrictions, currency exchange fluctuations, security threats including terrorism,
piracy and the risk of asset expropriation due to foreign sovereignty over operating areas.  Political unrest in areas in
which we have operations, could potentially delay projects, either planned or currently in progress, or could impact us
in other unforeseen ways.
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In foreign areas where legal protections may be less available to the Company, we assume greater risk that our
customer may terminate contracts without cause on short notice, contractually or by governmental
action.  Additionally, operations in certain areas, such as the North Sea, are highly regulated and have higher
compliance and operating costs in general.

The majority of our transactions are denominated in United States dollars.  In order to reduce the impact of exchange
rate fluctuations, we generally require customer payments to be in U.S. dollars and limit non-U.S. currency holdings
to the extent they are needed to pay liabilities of operations denominated in local currencies.  In certain countries in
which we operate however such as Egypt, local laws or contracts may require us to receive payment for a portion of
the contract in the local currency.  In such instances, we may hold a greater amount of local currency than would
otherwise be the case exposing us to a risk of exchange loss.  We currently do not hedge our foreign currency
exposure.

Political disturbances, war, or terrorist attacks and changes in global trade policies and economic sanctions could
adversely impact our operations.

As a result of our international operations, including our 12 rigs currently located in the Middle East and Egypt, we
are subject to political and economic risks and uncertainties, including instability resulting from civil unrest, political
demonstrations, mass strikes, or an escalation or additional outbreak of armed hostilities or other crises in oil or
natural gas producing areas of the Middle East or other geographic areas, which may result in extended business
interruptions, suspended operations, or result in claims by our customers of a force majeure situation and payment
disputes.  Additionally, we are subject to risks of terrorism, piracy, political instability, hostilities, nationalization,
expropriation, confiscation or deprivation of our assets or military action impacting our operations, assets or financial
performance in our areas of operations, including the Middle East.

Most of our contracts are fixed-price contracts, and changes in customer requirements, increased regulatory
requirements and increases in our operating costs or price levels in general could have an adverse effect on the
profitability of those contracts.

Most of our drilling contracts provide for the payment of a fixed day rate during periods of operation, and reduced day
rates during periods of other activities.  Our long-term contracts may be at day rates that are lower than day rates then
prevailing in the market, and we may be unable to increase day rates to reflect market conditions.  Long-term
contracts may also be at day rates that are higher than market day rates, and our revenues may decline at the end of
such favorable long-term contracts.   Many of our operating costs are unpredictable and can vary based on events
beyond our control, including increased customer and regulatory requirements.  Operators and regulators are requiring
higher standards, including increased back-up redundancy systems following the Macondo incident in the US GOM in
2010.  Our margins will therefore vary over the terms of our contracts as a result of applicable day rates and operating
costs.  If our costs increase or we encounter unforeseen costs, we may not be able to recover them from our customers,
which could adversely affect our financial position, results of operations and cash flows.

Our operating and maintenance costs with respect to our rigs include fixed costs that will not decline in proportion to
decreases in rig utilization and day rates.

We do not expect our operating and maintenance costs with respect to our rigs to decline proportionately when rigs
are not in service or when day rates decline.  Fixed costs continue to accrue during shipyard, transit and inspection
time, which represented approximately 12% of our available rig days in 2012, down from 22% in 2011.   Operating
revenue may fluctuate as a function of changes in day rates, but costs for operating a rig are generally fixed or only
semi-variable regardless of the day rate being earned.  Additionally, if our rigs are idle between contracts, we typically
continue to incur operating and personnel costs because the crew is used to prepare the rig for its next
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contract.  During times of reduced activity, reductions in costs may not be immediate as portions of the crew may be
required to prepare our rigs for stacking.  Moreover, as our rigs are mobilized from one geographic location to
another, the labor and other operating and maintenance costs may increase significantly.

There are a limited number of suppliers for certain equipment we use in our business.

As a result of the 2011 sale of LeTourneau, our former oil and gas equipment manufacturing subsidiary, we are more
dependent on third-party suppliers for services, parts and equipment we use in our business.  This could result in
higher prices for the parts we purchase, the availability of parts, delays in delivery, or poor customer service in
general.
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High costs associated with maintaining idle rigs may cause us to experience losses, and cold-stacking rigs could result
in impairment charges.

During extended periods that rigs are idle, we may choose to cold-stack our rigs.  The Rowan Juneau and the Rowan
Alaska, two of our oldest rigs have been cold-stacked since 2010 and the Rowan Paris was stacked in late 2011.  In
2012 we recognized an asset impairment charge on the Rowan Juneau of $5.2 million.  In the event markets
deteriorate, we could be exposed to additional impairment charges on operating or stacked rigs and we could be
exposed to severance costs in the event we stack additional rigs.

We are subject to operating risks such as blowouts and well fires that could result in environmental damage, property
loss, personal injury and death.

Our drilling operations are subject to many hazards that could increase the likelihood of accidents. Accidents can
result in:

• costly delays or cancellations of drilling operations;

• serious damage to or destruction of equipment;

• personal injury or death;

• significant impairment of producing wells, leased properties or underground geological formations; 

• damage to, and loss of use of, the property of others;

• damage to fisheries and the marine and coastal environment; and

• fines and penalties.

Our drilling operations are also subject to marine hazards, whether at drilling sites or while equipment is under tow,
such as a vessel capsizing, sinking, colliding or grounding.  In 2012, as our EXL I rig was being towed prior to
mobilizing to Indonesia, a passing tanker collided with the rig.  Repair costs totaled approximately $12 million, all of
which we recognized in 2012.  In addition, raising and lowering jack-up rigs and drilling into high-pressure
formations are complex, hazardous activities, and we periodically encounter problems.  Any ongoing change in
weather patterns or climate could increase the adverse impact of marine hazards.

In past years, we have experienced some of the types of incidents described above, including high-pressure drilling
accidents resulting in lost or damaged drilling formations and towing accidents resulting in lost drilling equipment.  In
2012 a gas leak occurred on an operator’s platform in Scotland where the Rowan Viking was working, and operations
were suspended for a period of time.  Any future such events could result in operating losses and have a significant
impact on our business.

Some of our operating risks may not be covered by insurance.

We maintain insurance coverage for damage to our drilling rigs, third-party liability, workers’ compensation and
employers’ liability, sudden and accidental pollution and other coverage.  Our insurance coverage is subject to
deductibles and self-insured retentions which must be met prior to any recovery.  Additionally, our insurance is
subject to exclusions and limitations, and we can provide no assurance that such coverage will adequately protect us
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against liability from all potential consequences and damages. The failure of one or more of our insurance providers to
meet claim obligations, or losses or liabilities resulting from uninsured or underinsured events could have a material
adverse effect on our financial position, results of operations and cash flows.

Our current insurance policies provide coverage for loss or damage to our fleet of drilling rigs on an agreed value
basis (which varies by unit) subject to a deductible of $25 million per occurrence.  This coverage does not include
damage arising from a US GOM named windstorm, for which we are self-insured.

We maintain insurance policies providing coverage for liability associated with negative environmental impacts of a
sudden and accidental pollution event, third-party liability, employers’ liability (including Jones Act liability), auto
liability and aviation liability, and these policies are subject to various deductibles and underlying limits.  In addition,
we maintain excess liability coverage with an annual aggregate limit of $700 million subject to a self-insured retention
of $10 million (except in cases of removal-of-rig-wreck due to US GOM named windstorm, which has a self-insured
retention of $200 million).

Our rig physical damage and liability insurance renews each June.  Due to recent industry losses, including the
Macondo incident in the US GOM, it may be difficult or impossible to secure coverage of a similar nature and with
similar limits, or such coverage may be available only at higher costs.
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Our drilling contracts generally indemnify us for injuries and death of our customers’ employees and loss or damage to
our customers’ property.  Our service agreements generally indemnify us for injuries and death of our service providers’
employees.

Our customers may be unable or unwilling to indemnify us.

Consistent with standard industry practice, we typically obtain contractual indemnification from our customers
whereby they generally agree to protect and indemnify us for liabilities resulting from various hazards associated with
the drilling industry,  such as loss of well control, well-bore pollution and damage to subsurface reservoirs.  However,
our rights to indemnification may be unenforceable under applicable law or limited by contract.  Our customers may
dispute their contractual indemnification obligations to us.  We can provide no assurance that our customers will be
financially able to meet these indemnification obligations.  The failure of a customer to meet its indemnification
obligations, or losses or liabilities resulting from events excluded from the indemnification obligations could have a
material adverse effect on our financial position, results of operations and cash flows.

Rig mobilization, upgrades, enhancements and new construction projects are subject to risks which could cause delays
or cost overruns and adversely affect our financial position, results of operations and cash flows.

Rigs moving to a new location and new drilling rigs often experience delays and start-up complications following
delivery or other unexpected operational problems that could result in significant uncompensated downtime, reduced
day rates or the cancellation or termination of drilling contracts.  Rig mobilizations, upgrades and new rig construction
projects are subject to risks of delay or cost overruns, including the following:

• shortages of equipment, materials or skilled labor;

• unscheduled delays in the delivery of ordered materials and equipment or shipyard construction;

• failure of equipment to meet quality and/or performance standards;

• financial or operating difficulties of equipment vendors or the shipyard;

• unanticipated actual or purported change orders;

• inability to obtain required permits or approvals;

• unanticipated cost increases between order and delivery, which can be up to three years;

• adverse weather conditions and other events of force majeure;

• design or engineering changes; and

• work stoppages and other labor disputes.

Unexpected expenses, significant cost overruns or delays could adversely affect our financial position, results of
operations and cash flows.  Additionally, failure to complete a project on time may result in the delay or loss of
revenue from that rig or make us subject to penalties from the customer, which also could adversely affect our
financial position, results of operations and cash flows.
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Regulation of greenhouse gases and climate change could have a negative impact on our business.

Some scientific studies have suggested that emissions of certain gases, commonly referred to as “greenhouse gases”
(GHGs) and including carbon dioxide and methane, may be contributing to warming of the Earth’s atmosphere and
other climatic changes.  In response to such studies, the issue of climate change and the effect of GHG emissions, in
particular emissions from fossil fuels, is attracting increasing attention worldwide.  International treaties, legislative
and regulatory measures to address concerns that emissions of GHGs are contributing to climate change are in various
phases of discussions or implementation at the international, national, regional and state levels.

In 2005, the Kyoto Protocol to the 1992 United Nations Framework Convention on Climate Change, which
established emission targets for GHGs, became binding on the countries that had ratified it.  International discussions
are underway to develop a treaty to replace the Kyoto Protocol, which expired in 2012. The U.S. Congress has
considered numerous legislative measures that would have imposed restrictions or costs on greenhouse gas emissions.
The current Congress is also considering such legislation. In addition, the EPA has taken steps to regulate GHGs as
pollutants under the Clean Air Act (CAA).  To date, the EPA has issued (i) rules requiring the mandatory reporting of
greenhouse gases for certain sources including onshore oil and gas operation.; (ii) an "Endangerment Finding" final
rule, effective January 14, 2010, which states that current and projected concentrations of six key GHGs in the
atmosphere, as well as emissions from new motor vehicles

16

Edgar Filing: ROWAN COMPANIES PLC - Form 10-K

33



Table of Contents

and new motor vehicle engines, threaten public health and welfare, allowing the EPA to finalize motor vehicle GHG
standards (the effect of which could reduce demand for motor fuels refined from crude oil); (iii) a so-called “tailoring
rule” such that only GHG from certain large GHG emissions sources will trigger GHG review under the construction
and operating permit requirements for stationary sources; and (iv) rules requiring the reduction of methane emissions,
a greenhouse gas, at certain oil and gas production operations.

Because our business depends on the level of activity in the oil and natural gas industry, existing or future laws,
regulations, treaties or international agreements related to GHGs and climate change, including incentives to conserve
energy or use alternative energy sources, could have an adverse impact on our business if such laws, regulations,
treaties or international agreements reduce the worldwide demand for oil and natural gas or otherwise result in
reduced economic activity generally.  In addition, such laws, regulations, treaties or international agreements could
result in increased compliance costs or additional operating restrictions, which may have an adverse impact on our
business.  In addition to potential impacts on our business directly or indirectly resulting from climate-change
legislation or regulations, our business also could be negatively affected by climate-change related physical changes
or changes in weather patterns.  An increase in severe weather patterns could result in damages to or loss of our rigs,
impact our ability to conduct our operations and/or result in a disruption of our customers' operations. The effect on
our operations could include increased costs to operate and maintain our equipment and facilities, install new emission
controls on our equipment or facilities, measure and report our emissions, acquire allowances to authorize our
greenhouse gas emissions, pay any taxes related to our greenhouse gas emissions and administer and manage a
greenhouse gas emissions program.

 Three of our drillships under construction do not yet have drilling contracts.

Our ability to meet our cash flow obligations will depend on our ability to consistently secure drilling contracts,
including for our new drillships under construction, at sufficiently high day rates. We cannot predict the future level of
demand for our drilling units or future conditions in the oil and gas industry.  If oil and gas operators do not continue
to increase exploration, development and production expenditures, we may have difficulty securing drilling contracts,
or we may be forced to enter into contracts at unattractive day rates.  We have not yet obtained drilling contracts for
three of our four drillships under construction. The first non-contracted drillship is due to be delivered in
mid-2014.  Failure to secure economical contracts for our drillships under construction prior to delivery could impair
our ability to generate sufficient cash flow to meet our capital expenditure and other obligations and negatively impact
our operating results and financial position.

We are involved in litigation and legal proceedings from time to time that could have a negative effect on us if
determined adversely.

We are, from time to time, involved in various legal proceedings, which may include, among other things, contract
dispute, personal injury, environmental, toxic tort, employment, tax and securities litigation, governmental
investigations or proceedings, and litigation that arises in the ordinary course of our business. Although we intend to
defend any of these matters vigorously, we cannot predict with certainty the outcome or effect of any claim or other
litigation matter.  Our profitability may be adversely affected by the outcome of claims or contract disputes, including
any inability to collect receivables or resolve significant contractual or day rate disputes, and any purported
nullification, cancellation or breach of contracts with customers or other parties.  Litigation may have an adverse
effect on us because of potential negative outcomes, the costs associated with defending the lawsuits, the diversion of
resources, reputational damage, and other factors.

A downgrade in the ratings of our debt could restrict our ability to access the debt capital markets and increase our
interest costs.
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We currently have investment grade credit ratings, which are subject to review and change by the rating agencies from
time to time.  There can be no assurance that any particular rating assigned to us will remain in effect for any given
period of time or that a rating will not be changed or withdrawn by a rating agency, if in that rating agency’s judgment,
future circumstances relating to the basis of the rating so warrant.  Changes in the ratings or outlook that rating
agencies assign to our debt may ultimately limit our access to the debt capital markets and increase the costs we incur
to borrow funds. If ratings for our debt fall below investment grade, our access to the debt capital markets would
become restricted. Tightening in the credit markets and the reduced level of liquidity in many financial markets due to
turmoil in the financial and banking industries could also affect our access to the debt capital markets or the price we
pay to issue debt. Our revolving credit facility includes an increase in interest rates if the ratings for our debt are
downgraded.  Further, an increase in the level of our indebtedness may increase our vulnerability to adverse general
economic and industry conditions and may affect our ability to obtain additional financing.
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Our operations present hazards and risks that require significant oversight, and we depend upon the security and
reliability of our technologies, systems and networks in numerous locations where we conduct business.

We depend on technologies, systems and networks to manage our international locations in numerous locations, and
our digital technologies may be subject to cybersecurity breaches.  If our systems for protecting against cybersecurity
risks prove to be insufficient, we could be adversely affected by having our business and financial systems
compromised, our proprietary information altered, lost or stolen, or our business operations and safety procedures
disrupted. Such events could impact our financial position, results of operations and cash flows.

Failure to comply with anti-bribery legislation could have an adverse impact on our business.

The U.S. Foreign Corrupt Practices Act (FCPA), the United Kingdom Bribery Act 2010 and similar anti-bribery laws
in other jurisdictions generally prohibit companies and their intermediaries from making improper payments to
foreign officials for the purpose of obtaining or retaining business. Although we have programs in place covering
compliance with anti-bribery legislation, any failure to comply with the FCPA or other anti-bribery legislation could
subject us to civil and criminal penalties or other sanctions, which could have a material adverse effect on our
business, financial position, results of operations or cash flows. We could also face fines, sanctions and other penalties
from authorities in the relevant foreign jurisdictions, including prohibition of our participating in or curtailment of
business operations in those jurisdictions and the seizure of rigs or other assets.

Unionization efforts and labor regulations in certain countries in which we operate could materially increase our costs
or limit our flexibility.

Certain of our employees and contractors in international markets, such as Trinidad and Norway, are represented by
labor unions and work under collective bargaining or similar agreements, which are subject to periodic
renegotiation.  Further, efforts may be made from time to time to unionize portions of our workforce. In addition, we
may in the future be subject to strikes or work stoppages and other labor disruptions such as the one that occurred for
a brief period of time in Trinidad in August 2012. Additional unionization efforts, new collective bargaining
agreements or work stoppages could materially increase our costs, reduce our revenues or limit our flexibility.

The expected benefits of the redomestication may not be realized.

We cannot be assured that the benefits of the redomestication will be achieved, particularly those subject to factors
beyond our control. These factors include such things as the reactions of third parties with whom we do business and
the reactions of investors, analysts and U.K. and U.S. taxing authorities.

We operate through subsidiaries in various countries throughout the world including the United States. We are or may
become subject to changes in tax laws, treaties or regulations or the interpretation or enforcement thereof in the U.K.,
U.S. or any other jurisdictions in which we or any of our subsidiaries operate or are resident. Our income tax expense
is based upon our interpretation of the tax laws in effect in various countries at the time that the expense was incurred.
If the U.K., U.S., or other taxing authorities successfully challenge our application and/or interpretation of such laws,
treaties and regulations or valuations and methodologies or other supporting documentation, we may not experience
the level of tax benefits we anticipate or we may be subject to adverse tax consequences, which could have a material
adverse effect on us. In addition, our realization of expected tax benefits is based upon the assumption that we take
successful planning steps and that we maintain and execute adequate processes to support our planning activities. If
we fail to do so, we may not achieve the expected benefits. Even if we are successful in maintaining our positions, we
may incur significant expense in contesting positions asserted or claims made by tax authorities.
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We also could be subject to future audits conducted by various tax authorities, and the resolution of such audits could
significantly impact our effective tax rate in future periods, as would any reclassification or other matter (such as
changes in applicable accounting rules) that increases the amounts we have provided for income taxes in our
consolidated financial statements. There can be no assurance that we would be successful in attempting to mitigate the
adverse impacts resulting from any changes in law, audits and other matters. Our inability to mitigate the negative
consequences of any changes in the law, audits and other matters could cause our effective tax rate to increase and our
results of operations to be negatively impacted.

Our effective tax rates and the benefits are also subject to a variety of other factors, many of which are beyond our
ability to control, such as changes in the rate of economic growth in the U.K. and the U.S., the financial performance
of our business in various jurisdictions, currency exchange rate fluctuations, and significant changes in trade,
monetary or fiscal policies of the U.K. or the U.S., including changes in interest rates.
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Further, realization of the logistical and operational benefits of the redomestication is also dependent on a variety of
factors including the geographic regions in which our rigs are deployed, the location of the business unit offices that
oversee our global offshore contract drilling operations, the locations of our customer's corporate offices and principal
areas of operation and the location of our investors. If events or changes in circumstances occur affecting the
aforementioned factors, we may not be able to continue to realize the expected logistical and operational benefits of
the redomestication.

The enforcement of civil liabilities against Rowan UK may be more difficult.

Because Rowan UK is a public limited company incorporated under English law, investors could experience more
difficulty enforcing judgments obtained against Rowan UK in U.S. courts than would be the case for U.S. judgments
obtained against a U.S. company.  In addition, it may be more difficult (or impossible) to bring some types of claims
against Rowan UK in courts in the U.K. than it would be to bring similar claims against a U.S. company in a U.S.
court.

Our articles of association include mandatory offer provisions that may have the effect of discouraging, delaying or
preventing hostile takeovers, including those that might result in a premium being paid over the market price of our
shares, and discouraging, delaying or preventing changes in control or management.

Although Rowan UK is not currently subject to the U.K. Takeover Code, certain provisions similar to the mandatory
offer provisions and certain other aspects of the U.K. Takeover Code are included in our articles of association. As a
result, among other matters, except with the consent of our Board or the prior approval of the shareholders, a Rowan
UK shareholder, together with persons acting in concert, would be at risk of certain Board sanctions if they acquired
30 percent or more of our issued shares without making an offer to all of our other shareholders that is in cash or
accompanied by a cash alternative.  The ability of shareholders to retain their shares upon completion of a mandatory
offer may depend on whether the offeror subsequently causes us to propose a court-approved scheme of arrangement
that would compel minority shareholders to transfer or surrender their shares in favor of the offeror or, if the offeror
has acquired at least 90 percent of the relevant shares, the offeror requires minority shareholders to accept the offer
under the ‘squeeze-out’ provisions in our articles of association.  The mandatory offer provisions in our articles of
association could have the effect of discouraging the acquisition and holding of interests of 30 percent or more of
issued shares and encouraging those shareholders who may be acting in concert with respect to the acquisition of
shares to seek to obtain the consent of our Board before effecting any additional purchases.  In addition, these
provisions may adversely affect the market price of our shares or inhibit fluctuations in the market price of our shares
that could otherwise result from actual or rumored takeover attempts.

As a result of increased shareholder approval requirements, we may have less flexibility as a U.K. public limited
company than as a Delaware corporation with respect to certain aspects of capital management.

Under Delaware law, directors may issue, without further stockholder approval, any shares authorized in a company’s
certificate of incorporation that are not already issued or reserved. Delaware law also provides substantial flexibility in
establishing the terms of preferred shares.  However, English law provides that a board of directors may generally
only allot shares with the prior authorization of shareholders; such authorization must state the maximum amount of
shares that may be allotted and may only be for a maximum period of five years.

English law also generally provides shareholders with preemptive rights when new shares are issued for cash while
Delaware law does not.  However, it is possible for the articles of association, or shareholders in a general meeting, to
exclude preemptive rights for a maximum period of up to five years from the date of adoption of the exclusion.
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English law also generally prohibits a company from repurchasing its own shares by way of “off market purchases”
without the prior approval of shareholders by special resolution (i.e., 75% of votes cast), which approval lasts for a
maximum period of five years. English law prohibits Rowan UK from conducting “on market purchases” as its shares
will not be traded on a recognized investment exchange in the U.K.

Prior to the redomestication, resolutions were adopted to authorize the allotment of a certain amount of shares,
exclude certain preemptive rights and permit off market purchases, in each case without further shareholder approval,
but these authorizations will expire in 2017 unless further approved by our shareholders prior to the expiration date.

We cannot assure you that situations will not arise where U.K. shareholder approval requirements for the extension or
expansion of any of these actions would deprive our shareholders of substantial capital management benefits.
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We have incurred higher costs as a result of the redomestication and we expect to continue to do so.

The redomestication has resulted in an increase in some of our ongoing expenses and requires us to incur some new
expenses. Some costs, including those related to holding worldwide operational management meetings and holding
board and shareholder meetings in the U.K., are higher than would be the case if we had not redomesticated.  We are
also incurring new or increased expenses, including professional fees, to comply with U.K. corporate and tax laws.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

The Company has no unresolved Securities and Exchange Commission staff comments.
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ITEM 2.  PROPERTIES

We lease approximately 112,000 square feet of space in an office tower located at 2800 Post Oak Boulevard in
Houston, Texas, as our main office facility.  Additionally, we lease and, in some cases, own other office, maintenance
and storage space in Houston and Sabine Pass, Texas; Aberdeen, Scotland; Dammam, Saudi Arabia; Doha, Qatar;
Cairo, Egypt; Chaguaramas, Trinidad; Stavanger, Norway; Ulsan, South Korea; Jakarta, Indonesia; Kuala Lumpur,
Malaysia, and Singapore.

Drilling Rigs

Following are summaries of the principal drilling equipment owned by the Company and location at February 21,
2013:

Depth (feet)(1)

Rig Name
Class

Name/Type Water Drilling
Year in
Service Location

Ultra-Deepwater
Drillships under
construction: (2)

Rowan Relentless
Gusto MSC
P10,000 12,000 40,000

2015
(est.) Shipyard

Rowan Reliance
Gusto MSC
P10,000 12,000 40,000

2015
(est.) Shipyard

Rowan Resolute
Gusto MSC
P10,000 12,000 40,000

2014
(est.) Shipyard

Rowan Renaissance
Gusto MSC
P10,000 12,000 40,000

2014
(est.) Shipyard

High-Specification
Jack-ups: (2)
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