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	​
	​
	Three months ended 
	​
	Six months ended 
	​

	​
	​
	June 30, 
	​
	June 30, 
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	  ​ ​
	2026
	  ​ ​
	2025
	 

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Contract drilling revenues
	​
	$
	966
	​
	$
	988
	​
	$
	2,047
	​
	$
	1,894
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Costs and expenses
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Operating and maintenance
	​
	​
	608
	​
	​
	599
	​
	​
	1,214
	​
	​
	1,217
	​

	Depreciation and amortization
	​
	​
	148
	​
	​
	175
	​
	​
	291
	​
	​
	351
	​

	General and administrative
	​
	​
	56
	​
	​
	49
	​
	​
	105
	​
	​
	99
	​

	​
	​
	​
	812
	​
	​
	823
	​
	​
	1,610
	​
	​
	1,667
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Loss on impairment of assets
	​
	​
	—
	​
	​
	(1,136)
	​
	​
	—
	​
	​
	(1,136)
	​

	Gain (loss) on disposal of assets, net
	​
	​
	(2)
	​
	​
	7
	​
	​
	2
	​
	​
	9
	​

	Operating income (loss)
	​
	​
	152
	​
	​
	(964)
	​
	​
	439
	​
	​
	(900)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Other income (expense), net
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Interest income
	​
	​
	12
	​
	​
	10
	​
	​
	22
	​
	​
	18
	​

	Interest expense
	​
	​
	20
	​
	​
	(112)
	​
	​
	(256)
	​
	​
	(228)
	​

	Loss on retirement of debt
	​
	​
	—
	​
	​
	—
	​
	​
	(11)
	​
	​
	—
	​

	Other, net
	​
	​
	—
	​
	​
	(27)
	​
	​
	7
	​
	​
	(23)
	​

	​
	​
	​
	32
	​
	​
	(129)
	​
	​
	(238)
	​
	​
	(233)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Income (loss) before income taxes
	​
	​
	184
	​
	​
	(1,093)
	​
	​
	201
	​
	​
	(1,133)
	​

	Income tax expense (benefit)
	​
	​
	14
	​
	​
	(155)
	​
	​
	(40)
	​
	​
	(116)
	​

	Net income (loss)
	​
	$
	170
	​
	$
	(938)
	​
	$
	241
	​
	$
	(1,017)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Earnings (loss) per share
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Basic
	​
	$
	0.15
	​
	$
	(1.06)
	​
	$
	0.22
	​
	$
	(1.15)
	​

	Diluted
	​
	$
	0.04
	​
	$
	(1.06)
	​
	$
	0.21
	​
	$
	(1.15)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Weighted-average shares outstanding
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Basic
	​
	​
	1,120
	​
	​
	888
	​
	​
	1,115
	​
	​
	885
	​

	Diluted
	​
	​
	1,202
	​
	​
	888
	​
	​
	1,125
	​
	​
	885
	​


​
​
​
​
See accompanying notes.
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended 
	​
	Six months ended 
	​

	​
	​
	June 30, 
	​
	June 30, 
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	  ​ ​
	2026
	  ​ ​
	2025
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Net income (loss)
	​
	$
	170
	​
	$
	(938)
	​
	$
	241
	​
	$
	(1,017)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Components of net periodic benefit costs before reclassifications
	​
	​
	—
	​
	​
	—
	​
	​
	5
	​
	​
	(3)
	​

	Components of net periodic benefit costs reclassified to net income (loss)
	​
	​
	1
	​
	​
	—
	​
	​
	1
	​
	​
	—
	​

	Other comprehensive income (loss) before income taxes
	​
	​
	1
	​
	​
	—
	​
	​
	6
	​
	​
	(3)
	​

	Income taxes related to other comprehensive income (loss)
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Other comprehensive income (loss)
	​
	​
	1
	​
	​
	—
	​
	​
	6
	​
	​
	(3)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Total comprehensive income (loss)
	​
	$
	171
	​
	$
	(938)
	​
	$
	247
	​
	$
	(1,020)
	​


​
​
​
See accompanying notes.
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	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	June 30, 
	​
	December 31, 
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	 

	Assets
	​
	​
	​
	​
	​
	​
	​

	Cash and cash equivalents
	 
	$
	509
	​
	$
	620
	​

	Accounts receivable, net of allowance of $2 at June 30, 2026 and December 31, 2025
	​
	​
	604
	​
	​
	540
	​

	Materials and supplies, net of allowance of $146 and $140 at June 30, 2026 and December 31, 2025, respectively
	​
	​
	379
	​
	​
	378
	​

	Assets held for sale
	​
	​
	1
	​
	​
	24
	​

	Restricted cash and cash equivalents
	​
	​
	286
	​
	​
	377
	​

	Other current assets
	​
	​
	133
	​
	​
	142
	​

	Total current assets
	​
	​
	1,912
	​
	​
	2,081
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Property and equipment
	​
	​
	17,490
	​
	​
	17,451
	​

	Less accumulated depreciation
	​
	​
	(5,147)
	​
	​
	(4,874)
	​

	Property and equipment, net
	​
	​
	12,343
	​
	​
	12,577
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Deferred tax assets, net
	​
	​
	70
	​
	​
	61
	​

	Other assets
	​
	​
	842
	​
	​
	923
	​

	Total assets
	 
	$
	15,167
	​
	$
	15,642
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Liabilities and equity
	​
	​
	​
	​
	​
	​
	​

	Accounts payable
	 
	$
	283
	​
	$
	242
	​

	Accrued income taxes
	​
	​
	9
	​
	​
	22
	​

	Debt due within one year
	​
	​
	397
	​
	​
	445
	​

	Other current liabilities
	​
	​
	514
	​
	​
	627
	​

	Total current liabilities
	​
	​
	1,203
	​
	​
	1,336
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Long-term debt
	​
	​
	4,722
	​
	​
	5,212
	​

	Deferred tax liabilities, net
	​
	​
	340
	​
	​
	404
	​

	Other long-term liabilities
	​
	​
	532
	​
	​
	582
	​

	Total long-term liabilities
	​
	​
	5,594
	​
	​
	6,198
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Commitments and contingencies
	​
	​
	​
	​
	​
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Shares, $0.10 par value,
	​
	​
	​
	​
	​
	​
	​

	1,445 authorized, 141 conditionally authorized, 1,304 issued and 1,117 outstanding at June 30, 2026 and
	​
	​
	​
	​
	​
	​
	​

	1,204 authorized, 141 conditionally authorized, 1,204 issued and 1,102 outstanding at December 31, 2025
	​
	​
	112
	​
	​
	110
	​

	Additional paid-in capital
	​
	​
	15,617
	​
	​
	15,604
	​

	Accumulated deficit
	​
	​
	(7,219)
	​
	​
	(7,460)
	​

	Accumulated other comprehensive loss
	​
	​
	(140)
	​
	​
	(146)
	​

	Total equity
	​
	​
	8,370
	​
	​
	8,108
	​

	Total liabilities and equity
	 
	$
	15,167
	​
	$
	15,642
	​


​
​
​
See accompanying notes.
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	​
	Three months ended 
	​
	Six months ended 
	​

	​
	​
	June 30, 
	​
	June 30, 
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	  ​ ​
	2026
	  ​ ​
	2025
	 

	Shares
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	 
	$
	111
	​
	$
	88
	​
	$
	110
	​
	$
	87
	​

	Issuance of shares
	​
	​
	1
	​
	​
	2
	​
	​
	2
	​
	​
	3
	​

	Balance, end of period
	​
	$
	112
	​
	$
	90
	​
	$
	112
	​
	$
	90
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Additional paid-in capital
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	​
	$
	15,611
	​
	$
	14,887
	​
	$
	15,604
	​
	$
	14,880
	​

	Share-based compensation
	​
	​
	7
	​
	​
	8
	​
	​
	15
	​
	​
	16
	​

	Issuance of shares
	​
	​
	(1)
	​
	​
	71
	​
	​
	(2)
	​
	​
	70
	​

	Balance, end of period
	​
	$
	15,617
	​
	$
	14,966
	​
	$
	15,617
	​
	$
	14,966
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Accumulated deficit
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	​
	$
	(7,389)
	​
	$
	(4,624)
	​
	$
	(7,460)
	​
	$
	(4,545)
	​

	Net income (loss)
	​
	​
	170
	​
	​
	(938)
	​
	​
	241
	​
	​
	(1,017)
	​

	Balance, end of period
	​
	$
	(7,219)
	​
	$
	(5,562)
	​
	$
	(7,219)
	​
	$
	(5,562)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Accumulated other comprehensive loss
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	​
	$
	(141)
	​
	$
	(141)
	​
	$
	(146)
	​
	$
	(138)
	​

	Other comprehensive income (loss)
	​
	​
	1
	​
	​
	—
	​
	​
	6
	​
	​
	(3)
	​

	Balance, end of period
	​
	$
	(140)
	​
	$
	(141)
	​
	$
	(140)
	​
	$
	(141)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Total controlling interest shareholders’ equity
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	​
	$
	8,192
	​
	$
	10,210
	​
	$
	8,108
	​
	$
	10,284
	​

	Total comprehensive income (loss)
	​
	​
	171
	​
	​
	(938)
	​
	​
	247
	​
	​
	(1,020)
	​

	Share-based compensation
	​
	​
	7
	​
	​
	8
	​
	​
	15
	​
	​
	16
	​

	Issuance of shares
	​
	​
	—
	​
	​
	73
	​
	​
	—
	​
	​
	73
	​

	Balance, end of period
	​
	$
	8,370
	​
	$
	9,353
	​
	$
	8,370
	​
	$
	9,353
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Noncontrolling interest
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period 
	​
	$
	—
	​
	$
	1
	​
	$
	—
	​
	$
	1
	​

	Balance, end of period
	​
	$
	—
	​
	$
	1
	​
	$
	—
	​
	$
	1
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Total equity
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Balance, beginning of period
	​
	$
	8,192
	​
	$
	10,211
	​
	$
	8,108
	​
	$
	10,285
	​

	Total comprehensive income (loss)
	​
	​
	171
	​
	​
	(938)
	​
	​
	247
	​
	​
	(1,020)
	​

	Share-based compensation
	​
	​
	7
	​
	​
	8
	​
	​
	15
	​
	​
	16
	​

	Issuance of shares
	​
	​
	—
	​
	​
	73
	​
	​
	—
	​
	​
	73
	​

	Balance, end of period
	​
	$
	8,370
	​
	$
	9,354
	​
	$
	8,370
	​
	$
	9,354
	​


​
​
See accompanying notes.
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	​
	​
	Six months ended 
	​

	​
	​
	June 30, 
	​

	​
	  ​ ​ ​
	2026
	  ​ ​ ​
	2025
	  ​ ​

	Cash flows from operating activities
	​
	​
	​
	​
	​
	​
	​

	Net income (loss)
	 
	$
	241
	​
	$
	(1,017)
	​

	Adjustments to reconcile to net cash provided by operating activities:
	​
	​
	​
	​
	​
	​
	​

	Depreciation and amortization
	​
	​
	291
	​
	​
	351
	​

	Share-based compensation expense
	​
	​
	15
	​
	​
	16
	​

	Loss on impairment of assets
	​
	​
	—
	​
	​
	1,136
	​

	Gain on disposal of assets, net
	​
	​
	(2)
	​
	​
	(9)
	​

	Amortization of debt-related balances, net
	​
	​
	20
	​
	​
	25
	​

	(Gain) loss on adjustment to bifurcated compound exchange feature
	​
	​
	19
	​
	​
	(65)
	​

	Loss on retirement of debt
	​
	​
	11
	​
	​
	—
	​

	Deferred income tax benefit
	​
	​
	(73)
	​
	​
	(157)
	​

	Other, net
	​
	​
	(1)
	​
	​
	31
	​

	Changes in contract liabilities, net
	​
	​
	(83)
	​
	​
	(84)
	​

	Changes in deferred costs, net
	​
	​
	46
	​
	​
	16
	​

	Changes in other operating assets and liabilities, net
	​
	​
	(84)
	​
	​
	(89)
	​

	Net cash provided by operating activities
	​
	​
	400
	​
	​
	154
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Cash flows from investing activities
	​
	​
	​
	​
	​
	​
	​

	Capital expenditures
	​
	​
	(52)
	​
	​
	(84)
	​

	Investment in equity of unconsolidated affiliates
	​
	​
	(2)
	​
	​
	—
	​

	Proceeds from disposal of assets, net of costs to sell
	​
	​
	26
	​
	​
	10
	​

	Proceeds from disposal of investment in note receivable from unconsolidated affiliate
	​
	​
	13
	​
	​
	—
	​

	Proceeds from disposal of investment in equity of unconsolidated affiliate
	​
	​
	—
	​
	​
	4
	​

	Net cash used in investing activities
	​
	​
	(15)
	​
	​
	(70)
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Cash flows from financing activities
	​
	​
	​
	​
	​
	​
	​

	Repayments of debt 
	​
	​
	(586)
	​
	​
	(240)
	​

	Other, net
	​
	​
	(1)
	​
	​
	(13)
	​

	Net cash used in financing activities
	​
	​
	(587)
	​
	​
	(253)
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Net decrease in unrestricted and restricted cash and cash equivalents
	​
	​
	(202)
	​
	​
	(169)
	​

	Unrestricted and restricted cash and cash equivalents, beginning of period
	​
	​
	997
	​
	​
	941
	​

	Unrestricted and restricted cash and cash equivalents, end of period
	 
	$
	795
	​
	$
	772
	​


​
​
​
​
See accompanying notes.
​
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[bookmark: FN_Business][bookmark: NotesToConsolidatedFinancialStatements]NOTE 1—BUSINESS
Overview
Transocean Ltd. (together with its subsidiaries and predecessors, unless the context requires otherwise, “Transocean,” “we,” “us” or “our”) is a leading international provider of offshore contract drilling services for oil and gas wells.  As of June 30, 2026, we owned or had partial ownership interests in and operated a fleet of 27 mobile offshore drilling units, consisting of 20 ultra-deepwater drillships and seven harsh environment semisubmersibles.
Agreement to acquire Valaris Limited
On February 9, 2026, we and Valaris Limited, an exempted company limited by shares incorporated under the laws of Bermuda, ("Valaris") entered into a Business Combination Agreement (the "Agreement"), providing for the combination of Transocean and Valaris (the "Business Combination").  Pursuant to the Agreement, and on the terms and subject to the conditions thereof, we will acquire all of the issued and outstanding common shares, par value $0.01 each, of Valaris (the “Valaris Shares”) in exchange for Transocean Ltd. shares, par value $0.10 each, at an exchange ratio of 15.235 Transocean Ltd. shares for each Valaris Share.  Pursuant to the Agreement, and on the terms and subject to the conditions thereof, at the time on which the order of the Supreme Court of Bermuda providing for its sanction of the Scheme of Arrangement is filed with the Registrar of Companies of Bermuda, the Business Combination will become effective and Valaris will become our wholly owned subsidiary.  The board of directors of Transocean and Valaris each unanimously approved and declared advisable the Agreement and the transactions contemplated thereby, including the Business Combination.  In the three and six months ended June 30, 2026, we incurred acquisition costs of $11 million and $17 million, respectively, recorded in general and administrative costs and expenses.
[bookmark: FNSAP]NOTE 2—SIGNIFICANT ACCOUNTING POLICIES
Presentation—We prepared our accompanying unaudited condensed consolidated financial statements in accordance with accounting principles generally accepted in the United States (“U.S.”) for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X promulgated by the U.S. Securities and Exchange Commission.  Pursuant to such rules and regulations, these financial statements do not include all disclosures required by accounting principles generally accepted in the U.S. for complete financial statements.  The condensed consolidated financial statements reflect all adjustments, which are, in the opinion of management, necessary for a fair presentation of the financial position, results of operations and cash flows for the interim periods.  Such adjustments are considered to be of a normal recurring nature unless otherwise noted.  Operating results for the three and six months ended June 30, 2026, are not necessarily indicative of the results that may be expected for the year ending December 31, 2026, or for any future period.  The accompanying condensed consolidated financial statements and notes thereto should be read in conjunction with the audited consolidated financial statements and notes thereto as of December 31, 2025 and 2024, and for each of the three years in the period ended December 31, 2025, included in our annual report on Form 10K filed on February 23, 2026.
Accounting estimates—To prepare financial statements in accordance with accounting principles generally accepted in the U.S., we must make judgments by applying estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and the disclosures of contingent assets and liabilities.  On an ongoing basis, we evaluate our estimates and assumptions, including those related to our income taxes, property and equipment, equity investments, contingencies, allowance for excess materials and supplies, assets held for sale, postemployment benefit plans and share-based compensation.  We base our estimates and assumptions on historical experience and other factors that we believe are reasonable.  Actual results could differ from such estimates.
Fair value measurements—We estimate fair value at an exchange price that would be received to sell an asset or paid to transfer a liability in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants.  Our valuation techniques require inputs that we categorize using a three-level hierarchy, from highest to lowest level of observable inputs, as follows: (1) significant observable inputs, including unadjusted quoted prices for identical assets or liabilities in active markets (“Level 1”), (2) significant other observable inputs, including direct or indirect market data for similar assets or liabilities in active markets or identical assets or liabilities in less active markets (“Level 2”) and (3) significant unobservable inputs, including those that require considerable judgment for which there is little or no market data (“Level 3”).  When a valuation requires multiple input levels, we categorize the entire fair value measurement according to the lowest level of input that is significant to the measurement even though we may have also utilized significant inputs that are more readily observable.
NOTE 3—ACCOUNTING STANDARDS UPDATES
Recently issued accounting standards updates not yet adopted
Disaggregated income statement expenses—Effective for the year ending December 31, 2027, we will adopt the accounting standards update that requires, in the notes to consolidated financial statements, disaggregated disclosures of certain categories of expenses that are included in expense line items on the face of the consolidated statements of operations.  The disclosures will be required on an annual and interim basis.  We will provide the new disclosures, as required, for annual periods beginning with our annual report on Form 10-K 
- 6 -
TABLE OF CONTENTS
TRANSOCEAN LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS─CONTINUED
(Unaudited)
for the year ending December 31, 2027, and subsequently, for interim periods beginning with our quarterly report on Form 10-Q for the quarterly period ending March 31, 2028.  We continue to evaluate the requirements.  Although our adoption will require us to augment certain disclosures in the notes to consolidated financial statements, we do not expect such adoption to have a material effect on our consolidated statements of financial position, operations or cash flows.
[bookmark: Tc__oUiEZeFaUuegEy6CY3cPg_6_5][bookmark: Tc_ACyfbFfV-Um2MKGsQU1M_w_6_2][bookmark: Tc_Jt_1cEsWs0ql888yaZntTQ_6_0][bookmark: Tc_o8g3XOmS70aQ7yVRydPxTA_5_0][bookmark: Tc_EG8HmsmD6kCDYiA0EhFl0g_4_0][bookmark: Tc_c5hSp1-BiE-5M90UwEAUqg_3_5][bookmark: Tc_tT3e_9n4H0aktAVMsF-v4g_3_2][bookmark: Tc_c2DiNzrMg0OnfYsViSL4Lw_3_0][bookmark: Tc__Y_xr-aYwEOQZitax7sI9A_2_5][bookmark: Tc_2pDookFkd0ua6kYgARtsug_2_2][bookmark: Tc_j4x56sdt8k6kF-x0RofhKg_1_2][bookmark: _7db94f16_68df_4d76_b9da_4b996bac3281][bookmark: Tc_V1AR4mUldUq36QFXbwC3JA_5_5][bookmark: Tc_llDSTSoiSUGJi49Dn04efg_5_2][bookmark: Tc_cvuDfZOH60Oxw70pSKTPyg_5_0][bookmark: Tc_49UYJgKN90mKDSmjqHwT_w_4_0][bookmark: Tc_jJbP30JrgkuaWNN6gSVlSA_3_5][bookmark: Tc_V_bZNiLlNkWcnaGISZ0xnw_3_2][bookmark: Tc_sNr6-vLH_0eazAg27gyq6A_3_0][bookmark: Tc_LEvrXvPuVUSN6VztLvzrXw_2_5][bookmark: Tc_LpDz0ozJaEiNA-sebSq3jQ_2_2][bookmark: Tc_orJRe3P-NEOg79ZNvkhEQQ_1_5][bookmark: Tc_aR-4_zD_pEmpJKRp82_vHA_1_2][bookmark: _9317a6dc_02a6_461c_bdb9_337edc9f38d6][bookmark: Tc_f4ps7bGQ40qYc5ieUwK5Hg_11_36][bookmark: Tc_EpnKX0ZlUESQ2P1x5Qx_pg_11_33][bookmark: Tc_WdK6MwkC10K4sf0JPmhQFA_11_30][bookmark: Tc_-NJ3rgG-SEq1PfU2ejQk4g_11_27][bookmark: Tc_L5584pyW8kC-T1bo22YbhQ_11_24][bookmark: Tc_92hebi5wR0CiV-52yDJnWg_11_21][bookmark: Tc_q9DD94l2_UaBrhmDyjQXHw_11_17][bookmark: Tc_buaMlp616Uq2Bs1De39wCg_11_14][bookmark: Tc_tr1W5AZ1qEGNi_on5PlUqg_11_11][bookmark: Tc_kQSJZosjQEOBvKy7QW4XGQ_11_8][bookmark: Tc_Pa-RGFzVe0Wi3rGLuK2Slw_11_5][bookmark: Tc_Hq0lKEyprEOEFvCe_QGFhQ_11_2][bookmark: Tc_RYvEDhK6CE6V25JtoFTQ4g_11_0][bookmark: Tc_ZnV_VwEuIEWBv7o0y9SzhA_10_0][bookmark: Tc_hYfjzWTMTk6gSF86yGUWVw_9_31][bookmark: Tc_seMBH1qR8U61PgR1_GUrfw_9_22][bookmark: Tc_FKXtGhc4OkWsTJuC5jRXFw_9_12][bookmark: Tc_KJEmrAgUkE-bhYnPOEDjog_9_3][bookmark: Tc_kh3KKyFVIUiEwu2g6JYgqg_9_0][bookmark: Tc_hioegkgYwked5CWMxqqiAg_8_31][bookmark: Tc_vo_k_4sHIkivJmC7A9ghgA_8_22][bookmark: Tc_XiIRjsuyckON9l1AQqtoqw_8_12][bookmark: Tc_WpNqD0uMI0mUpxeaArzALw_8_3][bookmark: Tc_CBWkp6dAEkGv5i-9rSY5Jg_8_0][bookmark: Tc__wmzkYFR5Uih4MlZm2OaPA_7_34][bookmark: Tc_cYeqgJve0EWCjTTqapkCOw_7_25][bookmark: Tc_jDO4lD7Z106MU7K8aLY7DQ_7_15][bookmark: Tc_91o1DTEVAky8cBNXP2Qd0A_7_6][bookmark: Tc_qVjjfnRtvE6D1o1d6Flz9g_7_0][bookmark: Tc_U18F8QBq_EuIVYmyw3WVgg_6_36][bookmark: Tc_bWdjoKB-XEyxErfU6FA0hg_6_34][bookmark: Tc_LUH6Da-Sw0CmC3bI8YQ1Sg_6_33][bookmark: Tc_yNCp7dq5XUOUduVUkMMPgw_6_30][bookmark: Tc_2f9y-0rqgESmStXFrl8lzw_6_27][bookmark: Tc_Ctvw8K1MvkeMPy3e_h95qQ_6_25][bookmark: Tc_8xU51rj8R0WFguZMBEHRJw_6_24][bookmark: Tc_RB1LNhxuEUe6C_WZ0i-xMg_6_21][bookmark: Tc_IFezQ-IaaEKSRt9YYarXvQ_6_17][bookmark: Tc_Vd89g8kwtUuiWQlcw-Enhw_6_15][bookmark: Tc_HfwiKXl88EeOQGu81rUPFw_6_14][bookmark: Tc_tD_Q6uV_dES0i2r6MDReog_6_11][bookmark: Tc_PJqSmLW42U6lsrvmH6WNIQ_6_8][bookmark: Tc_zyaXAkDBgkeRvqqIjBpXfQ_6_6][bookmark: Tc_ZTboPi81x0GGwFEvlAYibA_6_5][bookmark: Tc_ma80Xc8ApEiMLg0X7h4t1A_6_2][bookmark: Tc_eZZOsQJSm06kCpA-WpdXlQ_6_0][bookmark: Tc_gWkSj6mC_UyewfxKVWG35Q_5_36][bookmark: Tc_6v-V1MOHoE6fYmgszBwj-Q_5_33][bookmark: Tc_nJh3jU6ptEaEyzeeOynvNQ_5_30][bookmark: Tc_cNbcaVX1_0SuootaXiWJ9w_5_27][bookmark: Tc_bNvUy5RA9Ey-mPpKwhulgg_5_24][bookmark: Tc_ZdBE5PlJjEOMyqaAxQdtcw_5_21][bookmark: Tc_77aXRCSHD0m-_iAf4W-L5g_5_17][bookmark: Tc_dlECB7_aRkCri7_Biz2HFA_5_14][bookmark: Tc_iGN_RDLAU0Wusf6tI3ENiw_5_11][bookmark: Tc_1PiW5y9y7EqgQnKv0SwJbQ_5_8][bookmark: Tc_tldAxNHEOkWCVn0QKXocBw_5_5][bookmark: Tc_Yv686Azi3kSskEyG74a4EQ_5_2][bookmark: Tc_fcWvkM7frEe20iTG0bxNRQ_4_33][bookmark: Tc_HMFDUq4Lekus_p5ISfZrpg_4_30][bookmark: Tc_A_xajuWVu0-l9fd0-SRXIA_4_24][bookmark: Tc_ZWIUJbiXakuM0toSJHB2bQ_4_21][bookmark: Tc_7P9UkJ3PpkqWB_zkX0pQOQ_4_14][bookmark: Tc_4cHK8vebFkahZF_-0rnMvQ_4_11][bookmark: Tc_l5HZ4MXMyk-AzaFC9K6GIg_4_5][bookmark: Tc_8UV3ZvwvXESX3pmxXWSBXA_4_2][bookmark: Tc_jPsig1-Rjkq6F3WyQpQ-eQ_3_33][bookmark: Tc_BqYFuyZIgEe45FlNOhvAmA_3_30][bookmark: Tc_UWTUtQ9E3kW8todJsF4hYQ_3_24][bookmark: Tc__6YQWQGPUESDLYXfCvJ_aw_3_21][bookmark: Tc_jM4eUlA8FUmz-_S6ncQxvA_3_14][bookmark: Tc_F9um7xf-vEicz3LwgHKyHw_3_11][bookmark: Tc_sq98f1f8v0i4W7y3ON1ABg_3_5][bookmark: Tc_MbPjBXTXcEeGJoZFfB63Gg_3_2][bookmark: Tc_We-b9VXoNEOCyY6e6gRFCA_2_30][bookmark: Tc_s_U9H04Jw0Sl0ilE78dU-g_2_21][bookmark: Tc_-7_YW5LC0EKxpCj6qfB8UQ_2_11][bookmark: Tc_iTRKIGmVdE6EG1cp0vOsUw_2_2][bookmark: Tc_liOFXYR1v0yXLKLBcLilKA_1_21][bookmark: Tc_gRpLjiIogkum5IBzHvLMBg_1_2][bookmark: _12f873a1_f193_47ea_84c1_1fcf610b0f3a]NOTE 4—REVENUES
Overview—For most of our contracts with customers, our drilling services represent a single performance obligation that is satisfied over time, the duration of which varies by contract.  As of June 30, 2026, the drilling contract with the longest expected remaining duration, excluding unexercised options, extends through November 2030.
Disaggregation—Our contract drilling revenues, disaggregated by asset group and by country in which they were earned, were as follows (in millions):
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​
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	​

	​
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended June 30, 
	​
	​
	Six months ended June 30, 
	​

	​
	  ​
	2026
	​
	2025
	  ​
	​
	2026
	​
	2025
	 

	​
	  ​
	Ultra-
	  ​
	Harsh
	  ​
	​
	​
	Ultra-
	  ​
	Harsh
	  ​
	​
	  ​
	​
	Ultra-
	  ​
	Harsh
	  ​
	​
	​
	Ultra-
	  ​
	Harsh
	  ​
	​
	 

	​
	  ​
	deepwater
	  ​
	environment
	  ​
	​
	​
	deepwater
	  ​
	environment
	  ​
	​
	  ​
	​
	deepwater
	  ​
	environment
	  ​
	​
	​
	deepwater
	  ​
	environment
	  ​
	​
	 

	​
	  ​
	floaters
	  ​
	floaters
	  ​
	Total 
	​
	floaters
	  ​
	floaters
	  ​
	Total 
	  ​
	​
	floaters
	  ​
	floaters
	  ​
	Total 
	​
	floaters
	  ​
	floaters
	  ​
	Total 
	 

	U.S.
	 
	$
	344
	​
	$
	—
	​
	$
	344
	​
	$
	408
	​
	$
	—
	​
	$
	408
	 
	​
	$
	777
	​
	$
	—
	​
	$
	777
	​
	$
	802
	​
	$
	—
	​
	$
	802
	 

	Brazil
	​
	​
	167
	​
	​
	—
	​
	​
	167
	​
	​
	221
	​
	​
	—
	​
	​
	221
	​
	​
	​
	399
	​
	​
	—
	​
	​
	399
	​
	​
	413
	​
	​
	—
	​
	​
	413
	​

	Norway
	​
	​
	—
	​
	​
	177
	​
	​
	177
	​
	​
	—
	​
	​
	140
	​
	​
	140
	​
	​
	​
	—
	​
	​
	356
	​
	​
	356
	​
	​
	—
	​
	​
	299
	​
	​
	299
	​

	Australia
	​
	​
	—
	​
	​
	107
	​
	​
	107
	​
	​
	—
	​
	​
	92
	​
	​
	92
	​
	​
	​
	—
	​
	​
	209
	​
	​
	209
	​
	​
	—
	​
	​
	175
	​
	​
	175
	​

	Other countries (a)
	​
	​
	112
	​
	​
	59
	​
	​
	171
	​
	​
	70
	​
	​
	57
	​
	​
	127
	​
	​
	​
	195
	​
	​
	111
	​
	​
	306
	​
	​
	142
	​
	​
	63
	​
	​
	205
	​

	Total contract drilling revenues
	 
	$
	623
	​
	$
	343
	​
	$
	966
	​
	$
	699
	​
	$
	289
	​
	$
	988
	 
	​
	$
	1,371
	​
	$
	676
	​
	$
	2,047
	​
	$
	1,357
	​
	$
	537
	​
	$
	1,894
	 


(a)The aggregate contract drilling revenues earned in other countries that individually represented less than 10 percent of total contract drilling revenues.
Contract liabilities—Contract liabilities for our contracts with customers were as follows (in millions):
​
	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	June 30, 
	​
	December 31, 
	​

	​
	​
	2026
	​
	2025
	 

	Contract liabilities, recorded in other current liabilities
	 
	$
	120
	​
	$
	181
	​

	Contract liabilities, recorded in other long-term liabilities
	​
	​
	70
	​
	​
	92
	​

	Total contract liabilities
	 
	$
	190
	​
	$
	273
	​


Significant changes in contract liabilities were as follows (in millions):
	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Six months ended June 30, 
	​

	​
	​
	2026
	​
	2025
	​

	Total contract liabilities, beginning of period
	​
	$
	273
	​
	$
	443
	​

	Decrease due to recognition of revenues for goods and services
	​
	​
	(110)
	​
	​
	(130)
	​

	Increase due to goods and services transferred over time
	​
	​
	27
	​
	​
	46
	​

	Total contract liabilities, end of period
	​
	$
	190
	​
	$
	359
	​


​
Pre-operating costs—In the three and six months ended June 30, 2026, we recognized pre-operating costs of $25 million and $63 million, respectively, recorded in operating and maintenance costs.  In the three and six months ended June 30, 2025, we recognized pre-operating costs of $42 million and $79 million, respectively, recorded in operating and maintenance costs.  At June 30, 2026 and December 31, 2025, the carrying amount of our unrecognized pre-operating costs to obtain contracts was $80 million and $136 million, respectively, recorded in other assets.
[bookmark: FN_LongLivedAssests]NOTE 5—LONG-LIVED ASSETS
Impairments—In the three and six months ended June 30, 2025, we recognized an aggregate loss of $1.14 billion ($1.13 billion, or $1.27 per diluted share, net of tax) associated with the impairment of the ultra-deepwater floaters Discoverer Luanda and GSF Development Driller I, together with related assets, which we determined were impaired at the time that we classified the assets as held for sale, and the ultra-deepwater floaters Development Driller III and Discoverer Inspiration, together with related assets, which were previously classified as held for sale and determined to be further impaired.  We measured the impairment of the rigs and related assets as the amount by which the carrying amount exceeded the estimated fair value less costs to sell.  We estimated the fair value of the assets using significant other observable inputs, representative of Level 2 fair value measurements, including binding contracts or indicative market values for sale of the rigs and related assets for recycling.
Assets held for sale—At June 30, 2026, the aggregate carrying amount of our assets held for sale, including the harsh environment semisubmersible Henry Goodrich, together with related assets, was $1 million.  At December 31, 2025, the aggregate carrying amount of our assets held for sale, including the ultra-deepwater drillships Deepwater Champion, Discoverer India and the harsh environment semisubmersible Henry Goodrich, together with related assets, was $24 million.
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Disposals—In the six months ended June 30, 2026, we completed the sale of Deepwater Champion and Discoverer India, together with related assets, for aggregate net cash proceeds of $27 million, including $3 million received as a deposit in the year ended December 31, 2025, and we recognized an aggregate net gain of $4 million associated with the disposal of the rigs and related assets.  In the six months ended June 30, 2026 and 2025, we received aggregate net cash proceeds of $2 million and $10 million, respectively, and recognized an aggregate net loss of $2 million and net gain of $9 million, respectively, associated with the disposal of assets unrelated to rig sales.
Subsequent event—In July 2026, we completed the sale of Henry Goodrich, together with related assets, for net cash proceeds of $3 million.
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Overview
Outstanding debt—The aggregate principal amounts and aggregate carrying amounts, including a bifurcated compound exchange feature and unamortized debt-related balances, such as discounts, premiums and issue costs, were as follows (in millions):
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Principal amount
	​
	​
	Carrying amount
	 

	​
	​
	June 30, 
	​
	December 31,
	 
	​
	June 30, 
	​
	December 31, 
	 

	​
	​
	2026
	  ​ ​ ​
	2025
	  ​
	 
	2026
	  ​ ​ ​
	2025
	  ​

	7.45% Notes due April 2027
	​
	$
	52
	​
	$
	52
	​
	​
	$
	52
	​
	$
	52
	​

	8.00% Debentures due April 2027
	​
	​
	22
	​
	​
	22
	​
	​
	​
	22
	​
	​
	22
	​

	4.50% Shipyard Loans due September 2027
	​
	​
	149
	​
	​
	209
	​
	​
	​
	145
	​
	​
	202
	​

	8.375% Senior Secured Notes due February 2028
	​
	​
	—
	​
	​
	425
	​
	​
	​
	—
	​
	​
	421
	​

	7.00% Notes due June 2028
	​
	​
	209
	​
	​
	209
	​
	​
	​
	210
	​
	​
	210
	​

	8.00% Senior Secured Notes due September 2028
	​
	​
	200
	​
	​
	235
	​
	​
	​
	198
	​
	​
	233
	​

	8.25% Senior Notes due May 2029
	​
	​
	900
	​
	​
	900
	​
	​
	​
	891
	​
	​
	889
	​

	4.625% Senior Guaranteed Exchangeable Bonds due September 2029
	​
	​
	259
	​
	​
	259
	​
	​
	​
	320
	​
	​
	292
	​

	8.75% Senior Secured Notes due February 2030
	​
	​
	822
	​
	​
	881
	​
	​
	​
	811
	​
	​
	868
	​

	7.50% Notes due April 2031
	​
	​
	396
	​
	​
	396
	​
	​
	​
	395
	​
	​
	395
	​

	8.50% Senior Notes due May 2031
	​
	​
	900
	​
	​
	900
	​
	​
	​
	889
	​
	​
	888
	​

	7.875% Senior Guaranteed Notes due October 2032
	​
	​
	500
	​
	​
	500
	​
	​
	​
	493
	​
	​
	493
	​

	6.80% Senior Notes due March 2038
	​
	​
	610
	​
	​
	610
	​
	​
	​
	606
	​
	​
	605
	​

	7.35% Senior Notes due December 2041
	​
	​
	88
	​
	​
	88
	​
	​
	​
	87
	​
	​
	87
	​

	Total debt
	​
	​
	5,107
	​
	​
	5,686
	​
	​
	​
	5,119
	​
	​
	5,657
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Less debt due within one year
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	7.45% Notes due April 2027
	​
	​
	52
	​
	​
	—
	​
	​
	​
	52
	​
	​
	—
	​

	8.00% Debentures due April 2027
	​
	​
	22
	​
	​
	—
	​
	​
	​
	22
	​
	​
	—
	​

	4.50% Shipyard Loans due September 2027
	​
	​
	144
	​
	​
	136
	​
	​
	​
	140
	​
	​
	129
	​

	8.375% Senior Secured Notes due February 2028
	​
	​
	—
	​
	​
	135
	​
	​
	​
	—
	​
	​
	133
	​

	8.00% Senior Secured Notes due September 2028
	​
	​
	70
	​
	​
	70
	​
	​
	​
	69
	​
	​
	69
	​

	8.75% Senior Secured Notes due February 2030
	​
	​
	117
	​
	​
	117
	​
	​
	​
	114
	​
	​
	114
	​

	Total debt due within one year
	​
	​
	405
	​
	​
	458
	​
	​
	​
	397
	​
	​
	445
	​

	Total long-term debt
	​
	$
	4,702
	​
	$
	5,228
	​
	​
	$
	4,722
	​
	$
	5,212
	​


​
Scheduled installments and maturities—At June 30, 2026, scheduled repayments were as follows (in millions):
​
	​

	​

	​

	​

	​


	​
	  ​ ​ ​
	Total
	 

	Twelve months ending June 30,
	​
	​
	​
	​

	2027
	​
	$
	405
	​

	2028
	​
	​
	332
	​

	2029
	​
	​
	1,148
	​

	2030
	​
	​
	729
	​

	2031
	​
	​
	1,296
	​

	Thereafter
	​
	​
	1,197
	​

	Total principal amount of debt
	​
	​
	5,107
	​

	Total unamortized debt-related balances, net
	​
	​
	(133)
	​

	Bifurcated compound exchange feature, at estimated fair value
	​
	​
	145
	​

	Total carrying amount of debt
	​
	$
	5,119
	​


​
Credit agreement
Secured Credit Facility—We have a secured revolving credit facility established under a bank credit agreement (as amended from time to time, the “Secured Credit Facility”), which has a borrowing capacity of $510 million through its maturity on June 22, 2028.  Throughout the term of the Secured Credit Facility, we pay a facility fee on the amount of the underlying commitment, which ranges from 
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[bookmark: Tc_NFSclxDV90a3H0eL0iGyZA_7_11][bookmark: Tc_ZKYRMSU2ikO78fsK8bh3xw_7_8][bookmark: Tc_j0aAztxboUCGPSM168zV1A_7_5][bookmark: Tc_-rti-YXxIUqP-QDSulG0EA_7_2][bookmark: Tc_dgMenY9kGUubyCn2B7rfgw_7_0][bookmark: Tc_Vbr4bOM9Y0yIGox7HcMo1g_6_0][bookmark: Tc_5j1dfCYU1kO9DjbJ6rf5Uw_5_0][bookmark: Tc_gv26Rpv8lUeMPfwEyQeRrQ_4_11][bookmark: Tc_2YSN4kpHhUmMZVVmWHY-Fg_4_8][bookmark: Tc_fohzsH_ookGb0oaQMWQfRA_4_5][bookmark: Tc_G1_80_KM1UGeAsgr_nn5sw_4_2][bookmark: Tc_bGDsfD91s0Wdklo-X1Jp7A_4_0][bookmark: Tc_QxsanVzK1kO3Jeq22kd7eA_3_11][bookmark: Tc_LubL8K4faU-iME7hsDcdQg_3_8][bookmark: Tc_UvGqCaVCx0qDsNBtyRUVgw_3_5][bookmark: Tc_IWgPdqCLn0GysXzdtWV5kg_3_2][bookmark: Tc_Vy-wv-typ0-C-QOMf86E0w_2_8][bookmark: Tc_b64i-0g76kqWMVFM7MHaIg_2_2][bookmark: Tc_Nqy5AwAjGUaWeJrYDgkl0Q_1_8][bookmark: Tc_7PgXFZNfj0G5qAR7-k6hiA_1_2]0.375 percent to 1.00 percent based on the credit rating of the Secured Credit Facility.  We may borrow under the Secured Credit Facility at a forward-looking term rate based on the secured overnight financing rate (“Term SOFR”) plus a margin and a Term SOFR spread adjustment of 0.10 percent.  The Secured Credit Facility is subject to permitted extensions and certain early maturity triggers, including if on any date the aggregate amount of scheduled principal repayments of indebtedness, with certain exceptions, due within 91 days thereof is equal to or in excess of $325 million and available cash is less than $250 million.  The Secured Credit Facility permits us to increase the aggregate amount of commitments by up to $250 million.  The Secured Credit Facility is guaranteed by Transocean Ltd. and certain wholly owned subsidiaries.  At June 30, 2026, based on the credit rating of the Secured Credit Facility as of that date, the Secured Credit Facility Margin was 2.750 percent and the facility fee was 0.500 percent.  At June 30, 2026, we had no borrowings outstanding, $54 million of letters of credit issued, and we had $456 million of available borrowing capacity under the Secured Credit Facility.
Exchangeable bonds
Interest expense—We recognized interest expense for our exchangeable bonds as follows (in millions):
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended 
	​
	Six months ended 
	​

	​
	​
	June 30, 
	​
	June 30, 
	​

	​
	​
	2026
	​
	2025
	​
	2026
	​
	2025
	​

	Contractual interest
	​
	$
	3
	​
	$
	6
	​
	$
	6
	​
	$
	11
	​

	Amortization
	​
	​
	5
	​
	​
	5
	​
	​
	10
	​
	​
	11
	​

	(Gain) loss on adjustment to bifurcated compound exchange feature
	​
	​
	(134)
	​
	​
	(29)
	​
	​
	19
	​
	​
	(65)
	​

	Total
	​
	$
	(126)
	​
	$
	(18)
	​
	$
	35
	​
	$
	(43)
	​


​
Effective March 30, 2026, we may redeem for cash all or a portion of the 4.625% senior guaranteed exchangeable bonds due September 2029 (the “4.625% Exchangeable Bonds”) at a price equivalent to the aggregate principal amount to be redeemed if the closing price of our shares has been greater than 115 percent of the exchange price for a period of at least 20 trading days.  If we give notice of our election to exercise the right to redeem, the indenture governing the 4.625% Exchangeable Bonds contains a compound exchange feature that, in addition to the exchange terms presented below, requires us to pay a make-whole premium of future interest through March 30, 2028 to any holders that exercise their right to exchange during the redemption notice period.  Such compound exchange feature must be bifurcated from the host debt instrument since it is not considered indexed to our stock.  Accordingly, we recognize changes to the liability for the estimated fair value of the bifurcated compound exchange feature with a corresponding adjustment to interest expense.  At June 30, 2026 and December 31, 2025, the carrying amount of the bifurcated compound exchange feature, recorded as a component of the carrying amount of debt, was $145 million and $126 million, respectively.
Effective interest rate and fair value—At June 30, 2026, the 4.625% Exchangeable Bonds had an effective interest rate of 18.3% and an estimated fair value of $389 million.  We estimated the fair value of the exchangeable debt instrument, including the exchange feature, by employing a binomial lattice model using significant other observable inputs, representative of Level 2 fair value measurements, including the terms and credit spreads of our debt and the expected volatility of the market price for our shares.
Exchange terms—At June 30, 2026, the 4.625% Exchangeable Bonds had the following exchange terms: (a) an exchange rate of 290.6618 Transocean Ltd. shares per $1,000 note, (b) an implied exchange price of $3.44 per Transocean Ltd. share and (c) an aggregate of 75.3 million shares issuable upon exchange of our exchangeable bonds.  The exchange rate is subject to adjustment upon the occurrence of certain events.  The 4.625% Exchangeable Bonds may be exchanged by holders at any time prior to the close of business on the second business day immediately preceding the maturity date or redemption date and, at our election, such exchange may be settled by delivering cash, Transocean Ltd. shares or a combination of cash and shares.
Exchanges—In June 2025, we entered into separate, individually negotiated agreements (as amended, the “Exchange Agreements”) with certain holders of the 4.00% senior guaranteed exchangeable bonds due December 2025 (the “4.00% Exchangeable Bonds”).  In the three and six months ended June 30, 2025, the holders exchanged $50 million aggregate principal amount of 4.00% Exchangeable Bonds under the terms of the Exchange Agreements and received an aggregate 18.6 million Transocean Ltd. shares, which included an aggregate 9.2 million shares incremental to the number of shares issuable pursuant to the governing indenture based upon the principal amount exchanged.  In the three and six months ended June 30, 2025, we recognized a loss of $24 million, recorded in other, net, associated with these transactions.  See Note 10—Equity.
Redemption and retirement
In March 2026, we made a cash payment of $365 million, including an early redemption premium, to retire the outstanding $358 million aggregate principal amount of the 8.375% senior secured notes due February 2028.  In the six months ended June 30, 2026, as a result of the early redemption, we recognized a loss of $11 million associated with the retirement of debt.
[bookmark: FNIncomeTaxes]NOTE 7—INCOME TAXES
Tax provision and rate—In the six months ended June 30, 2026 and 2025, our effective tax rate was (19.8) percent and 10.3 percent, respectively, based on income or loss before income taxes.  In the six months ended June 30, 2026 and 2025, the effect of various discrete period tax items was a net tax benefit of $137 million and $189 million, respectively.  In the six months ended June 30, 2026, 
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such discrete items included changes to operating structures and valuation allowances.  In the six months ended June 30, 2025, such discrete items included changes to various uncertain tax positions, valuation allowances and rig basis changes related to impairment.  In the six months ended June 30, 2026 and 2025, our effective tax rate, excluding discrete items, was 42.8 percent and 268.9 percent, respectively, based on income or loss before income taxes.
In the six months ended June 30, 2025, we recognized a net tax benefit of $169 million, primarily resulting from a release of uncertain tax positions.
Tax positions and returns—We conduct operations through our various subsidiaries in countries throughout the world.  Each country has its own tax regimes with varying nominal rates, deductions and tax attributes that are subject to changes resulting from new legislation, interpretation or guidance.  From time to time, as a result of these changes, we may revise previously evaluated tax positions, which could cause us to adjust our recorded tax assets and liabilities.  Tax authorities in certain jurisdictions are examining our tax returns and, in some cases, have issued assessments.  We intend to defend our tax positions vigorously.  Although we can provide no assurance as to the outcome of the aforementioned changes, examinations or assessments, we do not expect the ultimate liability to have a material adverse effect on our condensed consolidated statement of financial position or results of operations; however, it could have a material adverse effect on our condensed consolidated statement of cash flows.
Brazil tax investigations—In December 2005, the Brazilian tax authorities began issuing tax assessments with respect to our tax returns for the years 2000 through 2004.  In May 2014, the Brazilian tax authorities issued an additional tax assessment for the years 2009 and 2010.  We filed protests with the Brazilian tax authorities for the assessments and are engaged in the appeals process, and a portion of two cases were favorably closed.  As of June 30, 2026, the remaining aggregate tax assessment, including interest and penalties, was for corporate income tax of BRL 533 million, equivalent to $103 million, and indirect tax of BRL 98 million, equivalent to $19 million.  We believe our returns are materially correct as filed, and we are vigorously contesting these assessments.  An unfavorable outcome on these proposed assessments could have a material adverse effect on our condensed consolidated statement of financial position, results of operations or cash flows.
[bookmark: Tc_5i5Yv3O9XkqT0N7yqvd8tw_6_25][bookmark: Tc_Az-YeevExUGXLsQu6c0ARw_6_22][bookmark: Tc_MhmfLv5McUWsaQQKclY4Fg_6_19][bookmark: Tc_8WzRxkxY60S7OvX8DeUm2g_6_16][bookmark: Tc_BC-mF3NwB0CesmEAp2IRkQ_6_0][bookmark: Tc_3YTeU_brAEuhc3wcTT5sBA_5_0][bookmark: Tc_-hliARHrDUmQFSU3l_4Tpg_4_16][bookmark: Tc_YY7E-IP8TkybiTbE5sg4Qw_4_0][bookmark: Tc_z9Ncxiv4aUWn-0VBjmjvKQ_3_24][bookmark: Tc_8Qnrc8J3REqRd_WL3z9gzw_3_21][bookmark: Tc_tSk876LZJ0SGWDr4FjSSlg_3_18][bookmark: Tc_WI61Mj4VxEOUBMDtKhDjmg_3_15][bookmark: Tc_6VxYWLxwUkyAdu_0EPCj9Q_2_21][bookmark: Tc_eXHWUzh1GES8YxXfi5kpXQ_2_15][bookmark: Tc_333RSvBb6Ui-ZZMUnC_tYg_1_21][bookmark: Tc_aT-5G0Oj2U-Td2_QdWM7cg_1_15][bookmark: _177b2ef8_d046_4da6_ad25_63d3b4a46d95][bookmark: Tc_BpSFwI8810S3uNMXYpqFNg_17_24][bookmark: Tc_zxrzgcKwr0idHo905xs5wA_17_21][bookmark: Tc_EmS_KF2ZhkOi1d3sMh_axQ_17_18][bookmark: Tc_nsVsdAxqTUuIhav_A5MKvA_17_15][bookmark: Tc_PC_dsvmGfUWWow1XxVRc-Q_17_11][bookmark: Tc_6EL2T5alWEeaBPsTMIIeSw_17_8][bookmark: Tc_8wGf418mX0a1dshBwisCaQ_17_5][bookmark: Tc_cJ4ls5--eEasUATXTncLUA_17_2][bookmark: Tc_Vbm0uMqmQ0S7m9KmN8LHlw_17_0][bookmark: Tc_gIQxxwNiSkOVsK9oKledag_14_0][bookmark: Tc_DKyJd00-WkGXMLFzdjeZXA_13_25][bookmark: Tc_eDZE_c8_rk2rRJU-H-lbpA_13_22][bookmark: Tc_IL8Qowc6aEKqiyuMpBP1VQ_13_16][bookmark: Tc_UBP8drRUoUmie32qudLwmw_13_12][bookmark: Tc_rs68hnUGzUa0A1x5-kxWxA_13_9][bookmark: Tc_bsRRRlYBdUGFdwR6OzpMuw_13_6][bookmark: Tc_0yy-wejqjUabxo2Z9EWgfQ_13_3][bookmark: Tc_448c6Vg_XEOkTJQPJuqZ7w_13_0][bookmark: Tc_omyNlaO7PE6Z_LnhlRT0GQ_12_25][bookmark: Tc_VNIQViNPHkyKyIMxGcvPjQ_12_22][bookmark: Tc_wC7aYaOfy0azPpMspHTiqw_12_16][bookmark: Tc_gm633ynW6kqUnpMv25PudA_12_12][bookmark: Tc_t9Z3_0NU1k6DohT5VlIboQ_12_9][bookmark: Tc_uYKCjwxv6UucnAuml4H6SA_12_3][bookmark: Tc_PRkZbfzOZE2OaHK7I5sYIA_12_0][bookmark: Tc_drqjKYkJVEO7mEMcdUEbTQ_11_25][bookmark: Tc_NR_VQjwiBUWlEr4NroCWlw_11_22][bookmark: Tc_nVhgJT-u5kqF1NW7Z4I4vQ_11_19][bookmark: Tc_eaTLrGojwE-zwDvXKwHMKQ_11_16][bookmark: Tc_1HKJXTZ7Z0SeLRDxf-Q3cw_11_12][bookmark: Tc_OGVx9TnYOkm-HfO02cCprw_11_9][bookmark: Tc_mHC1Vu2XJ06TDxkb9ozeJw_11_3][bookmark: Tc_NFGu_HWvn0KsuKekf3GEIg_11_0][bookmark: Tc_cKmpHrPOWUKyKHwyLU_Yvw_10_0][bookmark: Tc_F-4IiyLtgEOQB1KuBpsx5Q_9_0][bookmark: Tc__QC23j5kb0q-32BPtxKA1w_7_24][bookmark: Tc_M4wKWn-31UuGVvPNnilIGw_7_21][bookmark: Tc_Oeho3ozKMUqVPSH6O3nEyw_7_18][bookmark: Tc_2gl2C78qaEaNxzmOhpYumg_7_15][bookmark: Tc_4lyFo-bM20aMtqDy_70MPQ_7_11][bookmark: Tc_6BIygqBsBkuh30gVMXz5Rw_7_8][bookmark: Tc_ZuFDTx2udUCFvs3D8__i-g_7_5][bookmark: Tc_ps-q4qGL4UqLuwBHUqXpGQ_7_2][bookmark: Tc_nJqlQpNJLEOU1VuAc2e36A_7_0][bookmark: Tc_ihUB3FOcm0y5UVv5FGwzug_6_25][bookmark: Tc_Io99gLMhuEC16qOt7kEz6Q_6_22][bookmark: Tc_eI1oOeAawkKUEAdi5Rding_6_19][bookmark: Tc_W0TNfwb8l0ilTkQqdrSr_w_6_16][bookmark: Tc_AaCKbMfUpEmxApmmer-obg_6_12][bookmark: Tc_RQkJ8OJEp0Wn6h9mljmRag_6_9][bookmark: Tc_-PghUPvixUe38hJ9KamuCw_6_3][bookmark: Tc_bjAzZWtijUGntZFHkiW1tA_6_0][bookmark: Tc_y1zdSOixeUqNYd7si6L-Xg_5_24][bookmark: Tc_ULMlj8Pf5EeZHUcfcZ_OJQ_5_21][bookmark: Tc_F5ypxubpwU2sP8SNz2M2ZA_5_18][bookmark: Tc_TXy2_eHtAUWNSfjWbBPCdw_5_15][bookmark: Tc_jI_YSlRyk06DfPIvMk8o5w_5_11][bookmark: Tc_7kqM-0Q8UkuphmoVYZQDdQ_5_8][bookmark: Tc_5sdJQ1laWU-qOt16F88knQ_5_5][bookmark: Tc_ACyHzuywvUeqcbv86JifKw_5_2][bookmark: Tc_5K2iaydTn0u_1jDIpDdhrQ_5_0][bookmark: Tc_kKiq9R_bhkKC7RjCaSsSGA_4_0][bookmark: Tc_4eamFidZGUCm-iKMjt8rPg_3_24][bookmark: Tc_7jPzkE94_UWIqPdU_fVtfw_3_21][bookmark: Tc_W4sU6D2JbU6aA7HqwnuhCg_3_18][bookmark: Tc_YfVwjnbTQ0O3Fhe9YywCdQ_3_15][bookmark: Tc_2n6JZomZk02p8Bk6ik4RkQ_3_11][bookmark: Tc_waT7QKtFwU21Z5ZEx5IuqQ_3_8][bookmark: Tc_37OcdNOfF0WH5iml4_12lw_3_5][bookmark: Tc_NT_IfMpjWEO9j5Zp97RfXQ_3_2][bookmark: Tc_KbaYMmWdaU6fazbgNyvPxg_2_21][bookmark: Tc_zLlrkjuGS0-oGQGrvXZasg_2_15][bookmark: Tc_-ekJvGGCtkSwvbBlKrvUtQ_2_8][bookmark: Tc_y03dIIsCNUCr7hrXR_J8-g_2_2][bookmark: Tc_RM5V7uwCfE2mm-niBPZH4w_1_15][bookmark: Tc_iXL8Ams-YEG124gLXol3Fg_1_2][bookmark: _bae94f0d_e0d3_4b03_a146_bc7f273968cb][bookmark: FN_EarningsLossPerShare]NOTE 8—EARNINGS (LOSS) PER SHARE
The computations of basic and diluted earnings or loss per share were as follows (in millions, except per share data):
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended June 30, 
	​
	​
	Six months ended June 30, 
	​

	​
	​
	2026
	​
	2025
	​
	​
	2026
	​
	2025
	​

	​
	  ​
	Basic
	​
	Diluted
	​
	Basic
	​
	Diluted
	​
	​
	Basic
	​
	Diluted
	​
	Basic
	​
	Diluted
	  ​

	Numerator for earnings (loss) per share
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Net income (loss)
	​
	$
	170
	​
	$
	170
	​
	$
	(938)
	​
	$
	(938)
	​
	​
	$
	241
	​
	$
	241
	​
	$
	(1,017)
	​
	$
	(1,017)
	​

	Effect of convertible debt instruments, net of tax
	​
	​
	—
	​
	​
	(126)
	​
	​
	—
	​
	​
	—
	​
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​

	Income (loss) for per share calculation
	​
	$
	170
	​
	$
	44
	​
	$
	(938)
	​
	$
	(938)
	​
	​
	$
	241
	​
	$
	241
	​
	$
	(1,017)
	​
	$
	(1,017)
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Denominator for earnings (loss) per share
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Weighted-average shares outstanding
	​
	​
	1,120
	​
	​
	1,120
	​
	​
	888
	​
	​
	888
	​
	​
	​
	1,115
	​
	​
	1,115
	​
	​
	885
	​
	​
	885
	​

	Effect of convertible debt instruments
	​
	​
	—
	​
	​
	75
	​
	​
	—
	​
	​
	—
	​
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​

	Effect of share-based awards
	​
	​
	—
	​
	​
	7
	​
	​
	—
	​
	​
	—
	​
	​
	​
	—
	​
	​
	7
	​
	​
	—
	​
	​
	—
	​

	Effect of warrants
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	​
	—
	​
	​
	3
	​
	​
	—
	​
	​
	—
	​

	Weighted-average shares for per share calculation
	​
	​
	1,120
	​
	​
	1,202
	​
	​
	888
	​
	​
	888
	​
	​
	​
	1,115
	​
	​
	1,125
	​
	​
	885
	​
	​
	885
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Earnings (loss) per share
	​
	$
	0.15
	​
	$
	0.04
	​
	$
	(1.06)
	​
	$
	(1.06)
	​
	​
	$
	0.22
	​
	$
	0.21
	​
	$
	(1.15)
	​
	$
	(1.15)
	​


​
We excluded from the computations certain shares issuable as follows because the effect would have been antidilutive (in millions):
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	Three months ended 
	​
	Six months ended 
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	June 30, 
	​
	June 30, 
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	2026
	​
	2025
	​
	2026
	​
	2025
	​

	Convertible debt instruments
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	—
	​
	​
	119
	​
	​
	75
	​
	​
	119
	​

	Share-based awards
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	3
	​
	​
	17
	​
	​
	3
	​
	​
	17
	​

	Warrants (a)
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​


	
	(a)
	For the three and six months ended June 30, 2025, the warrants were antidilutive since the exercise price was greater than the average price for our shares.
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[bookmark: FNContingencies]NOTE 9—CONTINGENCIES
Legal proceedings
Asbestos litigation—In 2014, several of our subsidiaries were named, along with numerous other unaffiliated defendants, in complaints filed in Louisiana.  The plaintiffs, former employees of some of the defendants, generally allege that the defendants used or manufactured asbestos-containing drilling mud additives for use in connection with drilling operations, claiming negligence, products liability, strict liability and claims allowed under the Jones Act and general maritime law.  One of our subsidiaries has been named in similar complaints filed in Illinois, Missouri and California.  As of June 30, 2026, six plaintiffs have claims pending in Louisiana and 36 plaintiffs in the aggregate have claims pending in Illinois, Missouri and California, in which we have or may have an interest.  We intend to defend these lawsuits vigorously, although we can provide no assurance as to the outcome.  We historically have maintained broad liability insurance, although we can provide no assurance as to whether insurance will cover the liabilities, if any, arising out of these claims.  Based on our evaluation of the exposure to date, we do not expect the liability, if any, resulting from these claims to have a material adverse effect on our condensed consolidated statement of financial position, results of operations or cash flows.
One of our subsidiaries was named as a defendant, along with numerous other companies, in lawsuits arising out of the subsidiary’s manufacture and sale of heat exchangers, and involvement in the construction and refurbishment of major industrial complexes, alleging bodily injury or personal injury as a result of exposure to asbestos.  As of June 30, 2026, the subsidiary was a defendant in approximately 562 lawsuits with a corresponding number of plaintiffs.  For many of these lawsuits, we have not been provided sufficient information from the plaintiffs to determine whether all or some of the plaintiffs have claims against the subsidiary, the basis of any such claims, or the nature of their alleged injuries.  The operating assets of the subsidiary were sold in 1989.  We have a coverage-in-place agreement with certain insurers and additional funding from settlement agreements with other insurers.  Overall, we believe the subsidiary has sufficient resources to respond to both the current lawsuits as well as future lawsuits of a similar nature.  While we cannot predict or provide assurance as to the outcome of these matters, we do not expect the ultimate liability, if any, resulting from these claims to have a material adverse effect on our condensed consolidated statement of financial position, results of operations or cash flows.
Other matters—We are involved in various regulatory matters and a number of claims and lawsuits, asserted and unasserted, all of which have arisen in the ordinary course of our business.  We do not expect the liability, if any, resulting from these other matters to have a material adverse effect on our condensed consolidated statement of financial position, results of operations or cash flows.  We cannot predict with certainty the outcome or effect of any of the litigation matters specifically described above or of any such other pending, threatened, or possible litigation or liability.  We can provide no assurance that our beliefs or expectations as to the outcome or effect of any tax, regulatory, lawsuit or other litigation matter will prove correct, and the eventual outcome of these matters could materially differ from management’s current estimates.
Environmental matters
We have certain potential liabilities under the Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA”) and similar state acts regulating cleanup of hazardous substances at various waste disposal sites, including those described below.  CERCLA is intended to expedite the remediation of hazardous substances without regard to fault.  Potentially responsible parties (“PRPs”) for each site include present and former owners and operators of, transporters to and generators of the substances at the site.  It is difficult to quantify the potential cost of environmental matters and remediation obligations.  Liability is strict and can be joint and several.
One of our subsidiaries was named as a PRP in connection with a site located in Santa Fe Springs, California, known as the Waste Disposal, Inc. site.  We and other PRPs agreed, under a participation agreement with the U.S. Environmental Protection Agency (the “EPA”) and the U.S. Department of Justice, to settle our potential liabilities by remediating the site.  The remedial action for the site was completed in 2006.  Our share of the ongoing operating and maintenance costs has been insignificant, and we do not expect any additional potential liabilities to be material.  Resolutions of other claims by the EPA, the involved state agency or PRPs are at various stages of investigation.  Nevertheless, based on available information with respect to all environmental matters, including all related pending legal proceedings, asserted legal claims and known potential legal claims that are likely to be asserted, we do not expect the ultimate liability, if any, resulting from such matters, to have a material adverse effect on our condensed consolidated statement of financial position, results of operations or cash flows.
[bookmark: FN_Equity]NOTE 10—EQUITY
Warrants—At December 31, 2025, we had 22.2 million outstanding warrants to purchase Transocean Ltd. shares.  The warrants could be exercised by holders at any time prior to the close of business on March 13, 2026 at an exercise price equal to $3.71 per share, and at our election, such exercise could be settled by delivering cash, Transocean Ltd. shares or a combination of cash and shares.  At December 31, 2025, the carrying amount of the warrants, recorded as a component of additional paid-in capital, was $16 million, net of issue costs, which represented the initial estimated fair value on the date of issuance.  In March 2026, we received exercise notices from holders of 22.2 million warrants to acquire Transocean Ltd. shares.  In accordance with the warrant agreement, we elected to net settle such exercises by delivering Transocean Ltd. shares, and such net settlement was based on the volume-weighted average trading price of 
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Transocean Ltd. shares over the applicable settlement period following receipt of each exercise notice.  In April 2026, we issued 9.7 million Transocean Ltd. shares as net settlement of the exercised warrants.
Share issuance—In June 2025, we issued 18.6 million Transocean Ltd. shares with an aggregate fair value of $49 million to certain holders of the 4.00% Exchangeable Bonds pursuant to the Exchange Agreements.  See Note 6—Debt.
[bookmark: Tc_MIqhB3t0qkC3r60nsFqqqw_6_0][bookmark: Tc_ihKNtJzLFUOwH6A_hYNbBw_5_0][bookmark: Tc_9HnGi9DqvEmQA6_6k9cT-A_4_11][bookmark: Tc_6H4ZcwJycUOd7p4zmwv3cQ_4_8][bookmark: Tc_7HG90fK6ekCX_tPBx2IROw_4_5][bookmark: Tc_J3KVPWo8Ykyj4rTbXZbBBw_4_2][bookmark: Tc_ifT6tl690EKrSPVdu0zZYw_4_0][bookmark: Tc_vzGAwg9tEEyO4ZsNK2OrfQ_3_11][bookmark: Tc_2s4kK4dTo0WhLs0cnmkk4A_3_8][bookmark: Tc_i0yQwRCnIEGyGNkaPYmfeQ_3_5][bookmark: Tc_QJZRRPC4qEuzQL4zPryG4g_3_2][bookmark: Tc_32SGOn8nGkyeyUQUSU5ohw_2_11][bookmark: Tc_03AnI5_BPkqpwX6B95IaxQ_2_8][bookmark: Tc_EFliLNMcPkmitI62yWshcA_2_5][bookmark: Tc_TWQvvNR-dkir98bJSrOF1Q_2_2][bookmark: Tc_W51HuqNQc0KPG5IJddmCYg_1_8][bookmark: Tc_XlGtaE7f90G98Otnj-iGgA_1_2]NOTE 11—FINANCIAL INSTRUMENTS
Overview—The carrying amounts and fair values of our financial instruments were as follows (in millions):
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	June 30, 2026
	​
	December 31, 2025
	 

	​
	​
	Carrying
	​
	Fair
	​
	Carrying
	​
	Fair
	 

	​
	  ​ ​ ​
	amount
	  ​ ​ ​
	value
	  ​ ​ ​
	amount
	  ​ ​ ​
	value
	 

	Cash and cash equivalents
	 
	$
	509
	​
	$
	509
	​
	$
	620
	​
	$
	620
	​

	Restricted cash and cash equivalents
	​
	​
	286
	​
	​
	286
	​
	​
	377
	​
	​
	377
	​

	Total debt
	​
	​
	5,119
	​
	​
	5,329
	​
	​
	5,657
	​
	​
	5,755
	​


​
Cash and cash equivalents—Our cash and cash equivalents are primarily invested in demand deposits, short-term time deposits and money market funds.  The carrying amount of our cash and cash equivalents represents the historical cost, plus accrued interest, which approximates fair value because of the short maturities of the instruments.
Restricted cash and cash equivalents—Our restricted cash and cash equivalents, which are subject to restrictions due to collateral requirements, legislation, regulation or court order, are primarily invested in demand deposits and money market funds.  The carrying amount of our restricted cash and cash equivalents represents the historical cost, plus accrued interest, which approximates fair value because of the short maturities of the instruments.
Total debt—The carrying amount of our total debt represents the principal amount, together with unamortized discounts, premiums and issue costs.  The carrying amount and fair value of our total debt includes amounts related to our exchangeable bonds (see Note 6—Debt).  We estimated the fair value of our total debt using significant other observable inputs, representative of Level 2 fair value measurements, including the terms and credit spreads for the instruments and, with respect to our exchangeable bonds, the expected volatility of the market price for our shares. 
​
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[bookmark: Item7ManagementsDiscussionandAnalysis_88][bookmark: _4035ebe0_d7a1_4602_af7e_853c7b5eb711][bookmark: Item7ManagementsDiscussionandAnalysis_88][bookmark: _4035ebe0_d7a1_4602_af7e_853c7b5eb711]
	ITEM 2.
	MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS


FORWARD-LOOKING INFORMATION
The statements included in this quarterly report regarding future financial performance and results of operations and other statements that are not historical facts are forward-looking statements within the meaning of Section 27A of the United States (“U.S.”) Securities Act of 1933 and Section 21E of the U.S. Securities Exchange Act of 1934.  Forward-looking statements in this quarterly report include, but are not limited to, statements about the following subjects:
◾the effect of any disputes and actions with respect to production levels by, among or between major oil and gas producing countries and any expectations we may have with respect thereto;
◾our results of operations, our cash flow from operations, our revenue efficiency and other performance indicators and optimization of rig-based spending;
◾the offshore drilling market, including the effects of variations in commodity prices, supply and demand, utilization rates, dayrates, customer drilling programs, customer strategy, stacking and reactivation of rigs, the impact of changes to regulations in jurisdictions in which we operate and changes in the global economy or market outlook for our industry, or the various geographies in which we operate;
◾customer drilling contracts, including contract backlog, force majeure provisions, contract awards, commencements, extensions, cancellations, terminations, renegotiations, contract option exercises, contract revenues, early termination fees, indemnity provisions and rig mobilizations;
◾the addition of renewable or other energy alternatives to meet local, regional or global demand for energy, and efforts by us or our customers, to reduce greenhouse gas emissions or operating intensity thereof;
◾liquidity, including availability under our Secured Credit Facility, as defined in this periodic report, and adequacy of cash flows for our obligations;
◾debt, including interest rates, credit ratings and our evaluation or decisions with respect to any potential liability management transactions or strategic alternatives intended to prudently manage our liquidity, debt maturities and other aspects of our capital structure;
◾upgrade, shipyard, reactivations and other capital projects, including the level of expected capital expenditures and the timing and cost of completing capital projects, relinquishment or abandonment, expected downtime and lost revenues;
◾the cost and timing of acquisitions and reactivations, and the proceeds and timing of dispositions;
	
	◾
	our expectations regarding the timing, completion and anticipated benefits of the proposed business combination (the “Business Combination”) with Valaris Limited, an exempted company limited by shares incorporated under the laws of Bermuda (“Valaris”);


◾tax matters, including our effective tax rate, uncertain tax positions, changes in tax laws, treaties and regulations, tax assessments, tax incentive programs and liabilities for tax issues in the tax jurisdictions in which we operate or have a taxable presence;
◾legal and regulatory matters, including results and effects of current or potential legal proceedings and governmental audits and assessments, outcomes and effects of internal and governmental investigations, customs and environmental matters;
◾insurance matters, risk tolerance and risk response, including adequacy and solvency of insurance, renewal of insurance, insurance proceeds and cash investments of our wholly owned captive insurance company;
◾effects of accounting changes and adoption of accounting policies; and
◾investment in recruitment, retention and personnel development initiatives, the timing of, and other matters concerning, severance payments, benefit payments and maintaining agreements with labor unions.
Forward-looking statements in this quarterly report are identifiable by use of the following words and other similar expressions:
	◾
	anticipates
	◾
	budgets
	◾
	estimates
	◾
	forecasts
	◾
	may
	◾
	plans
	◾
	projects
	◾
	should

	◾
	believes
	◾
	could
	◾
	expects
	◾
	intends
	◾
	might
	◾
	predicts
	◾
	scheduled
	​
	​


Such statements are subject to numerous risks, uncertainties and assumptions, including, but not limited to:
◾those described under “Item 1A. Risk Factors” included in Part I of our annual report on Form 10-K for the year ended December 31, 2025;
◾the effects of actions by, or disputes among or between, members of the Organization of the Petroleum Exporting Countries and other oil and natural gas producing countries with respect to production levels or other matters related to the prices of oil and natural gas;
◾the adequacy of and access to our sources of liquidity;
◾our inability to renew drilling contracts at comparable, or improved, dayrates and to obtain drilling contracts for our rigs that do not have contracts;
◾our operational performance;
◾the cancellation of drilling contracts currently included in our reported contract backlog;
◾losses on impairment of long-lived assets;
◾shipyard and other delays;
◾the results of meetings of our shareholders;
◾changes in political, social and economic conditions, including the effects of political and military disputes;
◾the possibility of changes in tax, environmental, trade, immigration and other laws, regulations and policies, including the imposition of tariffs, economic or trade sanctions or other trade barriers and actions of government that impact, whether directly or indirectly, oil and gas operations;
◾the effect and results of litigation, regulatory matters, settlements, audits, assessments and contingencies;
◾the availability of borrowings under our Secured Credit Facility, as well as the timing of any amendments thereto; and
◾other factors discussed in this quarterly report and in our other filings with the U.S. Securities and Exchange Commission (“SEC”), which are available free of charge on the SEC website at www.sec.gov.
The foregoing risks and uncertainties are beyond our ability to control, and in many cases, we cannot predict the risks and uncertainties that could cause our actual results to differ materially from those indicated by the forward-looking statements.  Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those indicated.  All subsequent written and oral forward-looking statements attributable to us or to persons acting on our behalf are expressly qualified in their entirety by reference to these risks and uncertainties.  You should not place undue reliance on forward-looking statements, each of which speaks only as of the date of the particular statement.  We expressly disclaim any obligations or undertaking to release publicly any updates or revisions to any forward-looking statement to reflect any change in our expectations or beliefs with regard to the statement or any change in events, conditions or circumstances on which any forward-looking statement is based, except as required by law.
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[bookmark: _d67029bc_8273_4f50_bac9_232c94de54a2]INTRODUCTION
Transocean Ltd. (together with its subsidiaries and predecessors, unless the context requires otherwise, “Transocean,” “we,” “us” or “our”) is a leading international provider of offshore contract drilling services for oil and gas wells.  As of July 28, 2026, we owned or had partial ownership interests in and operated 27 mobile offshore drilling units, consisting of 20 ultra-deepwater drillships and seven harsh environment semisubmersibles.
We provide, as our primary business, contract drilling services in a single operating segment, which involves contracting our mobile offshore drilling rigs, related equipment and work crews to drill oil and gas wells.  We specialize in technically demanding regions of the global offshore drilling business with a particular focus on ultra-deepwater and harsh environment drilling services.  Our drilling fleet is one of the most versatile fleets in the world, consisting of drillships and semisubmersible floaters used in support of offshore drilling activities and offshore support services on a worldwide basis.
We perform contract drilling services by deploying our high-specification fleet in a single, global market that is geographically dispersed in oil and gas exploration and development areas throughout the world.  Although rigs can be moved from one region to another, the cost of moving rigs and the availability of rig-moving vessels may cause the supply and demand balance to fluctuate somewhat between regions.  Still, significant variations between regions do not tend to persist long term because of rig mobility.  The location of our rigs and the allocation of resources to operate, build or upgrade our rigs are determined by the activities and needs of our customers.
Our discussion and analysis of our financial condition, operating results and liquidity and capital resources are based upon, and should be read in conjunction with, our condensed consolidated financial statements and the notes thereto, included under “Item 1. Financial Statements” in this quarterly report on Form 10-Q and with “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our annual report on Form 10-K for the year ended December 31, 2025.
[bookmark: _08c76427_869c_483b_824d_c223558a478d]SIGNIFICANT EVENTS
Agreement to acquire Valaris—On February 9, 2026, we and Valaris entered into a Business Combination Agreement (the "Agreement") providing for the Business Combination.  Pursuant to the Agreement, and on the terms and subject to the conditions thereof, we will acquire all of the issued and outstanding common shares, par value $0.01 each, of Valaris (the “Valaris Shares”) in exchange for Transocean Ltd. shares, par value $0.10 each, at an exchange ratio of 15.235 Transocean Ltd. shares for each Valaris Share.  See Notes to Consolidated Financial Statements—Note 1—Business.
Disposal of assets—In the six months ended June 30, 2026, we completed the sale of the ultra-deepwater drillships Deepwater Champion and Discoverer India, together with related assets, for aggregate net cash proceeds of $27 million, including $3 million received as a deposit in the year ended December 31, 2025.  In July 2026, we completed the sale of the harsh environment semisubmersible Henry Goodrich, together with related assets, for net cash proceeds of $3 million.  See “—Liquidity and Capital Resources.”
Debt redemption—In March 2026, we made a cash payment of $365 million, including an early redemption premium, to retire the outstanding $358 million aggregate principal amount of the 8.375% senior secured notes due February 2028 (the “8.375% Senior Secured Notes”).  See “—Liquidity and Capital Resources.”
Exercised warrants—In April 2026, we issued 9.7 million Transocean Ltd. shares as net settlement of 22.2 million warrants exercised by holders to purchase our shares.  See “—Liquidity and Capital Resources.”
[bookmark: _f2c9f7c0_86db_4819_b3b4_f2b3ba9b7bec]OUTLOOK
Drilling market—Our industry outlook remains positive, supported by numerous long-term forecasts indicating that hydrocarbons will continue to be the dominant source of energy for the foreseeable future.  Indeed, many operators are increasingly redirecting capital investment to the exploration and production of oil and gas, and away from non-core activities.  While we expect our customers to continue to be disciplined in their deployment of capital, and we believe that they will continue to invest an increasing portion of their budgets in offshore drilling, and particularly in deepwater, where resource potential, production longevity, and project economics are favorable, to achieve their production and reserve replacement targets.
More recently, persistent geopolitical instability, including the conflict in the Middle East, has highlighted significant hydrocarbon constraints in the supply chain.  As a result, governmental policy makers are reassessing their energy strategies and are prioritizing energy security, taking steps to improve the diversity and resiliency of their supply portfolios, including the exploitation of hydrocarbons from domestic sources.  These shifts underscore the continued need for accessible, reliable, cost-effective, and transportable energy sources, with offshore oil and gas increasingly viewed as a key strategic asset.
Although hydrocarbon prices remain sensitive to geopolitical events, macroeconomic conditions and policy decisions, and short-term supply fluctuations, we expect the overall economics of deepwater and harsh-environment projects to remain attractive.  These fields continue to generate competitive economic returns and are generally of lower carbon intensity compared to many other hydrocarbon sources.
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Consistent with our prior expectations, overall tendering activity and contract awards increased during the first half of 2026 and additional contract awards are anticipated for projects commencing in 2027 and 2028.  Demand for ultra-deepwater rigs remains robust and is expanding geographically, with incremental opportunities emerging, for example, in West Africa, the Mediterranean Sea, Southeast Asia and India.  High-specification drillships that have historically operated in the U.S. Gulf or Brazil are expected to mobilize to these regions as contract durations and commercial conditions become increasingly attractive.
Similarly, we expect demand for harsh environment rigs to remain strong through the end of the decade, driven primarily by activity in Norway – the largest market for these units – and by opportunities emerging in new geographies suited for harsh-environment capable rigs.  Several high-specification semisubmersible rigs that previously mobilized to other harsh environment regions, such as Namibia, the Black Sea, and Australia, have or are expected to return to the Norwegian North Sea as project requirements and market conditions continue to improve.
Fleet status—We refer to the availability of our rigs in terms of the uncommitted fleet rate.  The uncommitted fleet rate is defined as the number of uncommitted days divided by the total number of rig calendar days in the measurement period, expressed as a percentage.  An uncommitted day is defined as a calendar day during which a rig is idle or stacked, is not contracted to a customer and is not committed to a shipyard.  The uncommitted fleet rates exclude the effect of priced options.  As of August 5, 2026, the uncommitted fleet rates for the remainder of 2026 and each of the four years in the period ending December 31, 2030 were as follows:
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	2026
	​
	2027
	​
	2028
	​
	2029
	​
	2030
	​

	Uncommitted fleet rate
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Ultra-deepwater floaters
	​
	26
	%
	​
	36
	%
	​
	70
	%
	​
	81
	%
	​
	93
	%
	​

	Harsh environment floaters
	​
	3
	%
	​
	18
	%
	​
	66
	%
	​
	86
	%
	​
	93
	%
	​


​
​
[bookmark: PerformanceAndOtherKeyIndicators][bookmark: _fc5283c7_24f2_4d74_acb4_a7f298d33565]PERFORMANCE AND OTHER KEY INDICATORS
Contract backlog—We believe our contract backlog provides an indicator of our future revenue-earning opportunities.  Contract backlog is defined as the maximum contractual operating dayrate multiplied by the number of days remaining in the firm contract period, including certain performance-based provisions for which achievement is probable, and excluding provisions for mobilization, demobilization, contract preparation, other incentive provisions or reimbursement revenues, which are not expected to be material to our contract drilling revenues.  The contract backlog represents the maximum contract drilling revenues that can be earned considering the reported operating dayrate in effect during the firm contract period.  The contract backlog for our fleet was as follows:
	​

	​

	​
	​
	​
	​
	​
	​
	​
	​
	​


	​
	​
	August 5,
	​
	May 4,
	​
	February 19,
	​

	​
	​
	2026
	​
	2026
	​
	2026
	​

	

	​
	​
	(in millions)
	 

	Contract backlog
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Ultra-deepwater floaters
	​
	$
	4,816
	 
	$
	5,221
	 
	$
	4,477
	​

	Harsh environment floaters
	​
	​
	1,916
	​
	​
	1,907
	​
	​
	1,587
	​

	Total contract backlog
	 
	$
	6,732
	 
	$
	7,128
	 
	$
	6,064
	​


Our contract backlog includes only firm commitments, which are represented by signed drilling contracts or, in some cases, by other definitive agreements awaiting contract execution.  It does not include conditional agreements and options to extend firm commitments.
In June 2026, we entered into an agreement with Equinor ASA, conditional upon receipt of license approvals, for three harsh environment semisubmersible rigs.  The contract, once approved, represents $1.0 billion of incremental contract backlog, excluding additional services, which is not included in the contract backlog presented above.
The contractual operating dayrate may be higher than the actual dayrate we ultimately receive because an alternative contractual dayrate, such as a waiting-on-weather rate, repair rate, standby rate or force majeure rate, may apply under certain circumstances, or because of a number of factors, including rig downtime or suspension of operations.  In certain contracts, the actual dayrate may be reduced to zero if, for example, repairs extend beyond a stated period of time.
Average daily revenue—We believe average daily revenue provides a comparative measurement unit for our revenue-earning performance.  Average daily revenue is defined as operating revenues, excluding revenues for contract terminations, reimbursements and contract intangible amortization, earned per operating day.  An operating day is defined as a day for which a rig is contracted to earn a dayrate during the firm contract period after operations commence.  The average daily revenue for our fleet was as follows:
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended 
	​

	​
	​
	June 30, 
	​
	March 31,
	​
	June 30, 
	​

	​
	​
	2026
	​
	2026
	​
	2025
	  ​

	Average daily revenue
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Ultra-deepwater floaters
	​
	$
	455,500
	​
	$
	480,700
	​
	$
	457,200
	​

	Harsh environment floaters
	​
	$
	510,000
	​
	$
	463,800
	​
	$
	462,400
	​

	Total fleet average daily revenue
	​
	$
	472,500
	 
	$
	475,600
	​
	$
	458,600
	​
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Our average daily revenue fluctuates relative to market conditions and our revenue efficiency.  The average daily revenue may be affected by incentive performance bonuses or penalties or demobilization fee revenues.  Revenues for a newbuild unit are included in the calculation when the rig commences operations upon acceptance by the customer.  We remove a rig from the calculation upon disposal or classification as held for sale, unless we continue to operate the rig, in which case we remove the rig upon completion or novation of the contract.
Revenue efficiency—We believe revenue efficiency measures our ability to ultimately convert our contract backlog into revenues.  Revenue efficiency is defined as actual operating revenues, excluding revenues for contract terminations and reimbursements, for the measurement period divided by the maximum revenue calculated for the measurement period, expressed as a percentage.  Maximum revenue is defined as the greatest amount of contract drilling revenues the drilling unit could earn for the measurement period, excluding revenues for incentive provisions, reimbursements and contract terminations.  The revenue efficiency rates for our fleet were as follows:
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended 
	​

	​
	​
	June 30, 
	​
	March 31,
	​
	June 30, 
	​

	​
	​
	2026
	​
	2026
	​
	2025
	 

	Revenue efficiency
	​
	​
	​
	​
	​
	​
	​
	​
	​
	 

	Ultra-deepwater floaters
	​
	95.7
	%
	​
	97.6
	%
	​
	96.7
	%
	​

	Harsh environment floaters
	​
	99.5
	%
	​
	96.7
	%
	​
	96.3
	%
	​

	Total fleet average revenue efficiency
	​
	97.0
	%
	​
	97.3
	%
	​
	96.6
	%
	​


Our revenue efficiency rate varies due to revenues earned under alternative contractual dayrates, such as a waiting-on-weather rate, repair rate, standby rate, force majeure rate or zero rate, that may apply under certain circumstances.  Our revenue efficiency rate is also affected by incentive performance bonuses or penalties.  We include newbuilds in the calculation when the rigs commence operations upon acceptance by the customer.  We exclude rigs that are not operating under contract, such as those that are stacked.
Rig utilization—We present our rig utilization as an indicator of our ability to secure work for our fleet.  Rig utilization is defined as the total number of operating days divided by the total number of rig calendar days in the measurement period, expressed as a percentage.  The rig utilization rates for our fleet were as follows:
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended 
	​

	​
	​
	June 30, 
	​
	March 31,
	​
	June 30, 
	​

	​
	​
	2026
	​
	2026
	​
	2025
	 

	Rig utilization
	​
	​
	​
	​
	​
	​
	​
	​
	​
	 

	Ultra-deepwater floaters
	​
	72.6
	%
	​
	82.1
	%
	​
	64.7
	%
	​

	Harsh environment floaters
	​
	94.2
	%
	​
	100.0
	%
	​
	75.3
	%
	​

	Total fleet average rig utilization
	​
	78.2
	%
	​
	86.7
	%
	​
	67.3
	%
	​


Our rig utilization rate declines as a result of idle and stacked rigs and during shipyard, contract preparation and mobilization periods.  We include newbuilds in the calculation when the rigs commence operations upon acceptance by the customer.  We remove a rig from the calculation upon disposal or classification as held for sale, unless we continue to operate the rig, in which case we remove the rig upon completion or novation of the contract.  Accordingly, our rig utilization can increase when we remove idle or stacked units from our fleet.
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[bookmark: OperatingResults][bookmark: _8dce8b24_c8d1_482f_820d_5db753ba3524]OPERATING RESULTS
Three months ended June 30, 2026 compared to the three months ended June 30, 2025
The following is an analysis of our operating results.  See “—Performance and Other Key Indicators” for definitions of operating days, average daily revenue, revenue efficiency and rig utilization.
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Three months ended June 30, 
	​
	​
	​
	​
	​
	​
	​

	​
	  ​ ​ ​
	2026
	  ​ ​ ​
	2025
	  ​ ​ ​
	Change
	  ​ ​ ​
	% Change
	​

	

	​
	​
	(in millions, except day amounts and percentages)
	​
	​

	Operating days
	​
	​
	1,922
	​
	​
	 
	2,040
	​
	​
	​
	(118)
	​
	(6)
	%
	​

	Average daily revenue
	 
	$
	472,500
	​
	​
	$
	458,600
	​
	​
	$
	13,900
	​
	3
	%
	​

	Revenue efficiency 
	​
	​
	97.0
	%  
	​
	​
	96.6
	%  
	​
	​
	​
	​
	​
	​
	​

	Rig utilization
	​
	​
	78.2
	%  
	​
	​
	67.3
	%  
	​
	​
	​
	​
	​
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Contract drilling revenues
	 
	$
	966
	​
	​
	$
	988
	​
	​
	$
	(22)
	​
	(2)
	%
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Operating and maintenance expense
	​
	​
	(608)
	​
	​
	​
	(599)
	​
	​
	​
	(9)
	​
	(2)
	%
	​

	Depreciation and amortization expense
	​
	​
	(148)
	​
	​
	​
	(175)
	​
	​
	​
	27
	​
	15
	%
	​

	General and administrative expense
	​
	​
	(56)
	​
	​
	​
	(49)
	​
	​
	​
	(7)
	​
	(14)
	%
	​

	Loss on impairment of assets
	​
	​
	—
	​
	​
	​
	(1,136)
	​
	​
	​
	1,136
	​
	nm
	​
	​

	Gain (loss) on disposal of assets, net
	​
	​
	(2)
	​
	​
	​
	7
	​
	​
	​
	(9)
	​
	nm
	​
	​

	Operating income (loss)
	​
	​
	152
	​
	​
	​
	(964)
	​
	​
	​
	1,116
	​
	nm
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Other income (expense), net
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Interest income
	​
	​
	12
	​
	​
	​
	10
	​
	​
	​
	2
	​
	20
	%
	​

	Interest expense
	​
	​
	20
	​
	​
	​
	(112)
	​
	​
	​
	132
	​
	nm
	​
	​

	Other, net
	​
	​
	—
	​
	​
	​
	(27)
	​
	​
	​
	27
	​
	nm
	​
	​

	Income (loss) before income taxes
	​
	​
	184
	​
	​
	​
	(1,093)
	​
	​
	​
	1,277
	​
	nm
	​
	​

	Income tax (expense) benefit
	​
	​
	(14)
	​
	​
	​
	155
	​
	​
	​
	(169)
	​
	nm
	​
	​

	Net income (loss)
	 
	$
	170
	​
	​
	$
	(938)
	​
	​
	$
	1,108
	​
	nm
	​
	​


“nm” means not meaningful.
Contract drilling revenues—Contract drilling revenues decreased for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to approximately $50 million resulting from decreased rig utilization for the comparable fleet, considering six idle rigs in the earlier-year utilization rate that were classified as held for sale and sold subsequent to June 30, 2025.  This decrease was partially offset by the following increases: (a) approximately $15 million resulting from higher average daily revenues, (b) approximately $10 million resulting from increased reimbursement revenues, and (c) approximately $5 million resulting from improved revenue efficiency for the active fleet.
Costs and expenses—Operating and maintenance costs and expenses increased for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to the following increases: (a) approximately $15 million resulting from personnel costs and (b) approximately $10 million resulting from reimbursable costs.  These increases were partially offset by the following decreases: (a) approximately $5 million resulting from rigs sold, (b) approximately $5 million resulting from lower in-service costs related to additional services and contract preparation cost recognition, and (c) approximately $5 million resulting from lower asset maintenance costs.
Depreciation and amortization expense decreased for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to a $30 million reduction resulting from rigs sold or classified as held for sale.
General and administrative costs and expenses increased for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to the following: (a) $11 million of acquisition costs and (b) $3 million of integration costs, both of which recognized in the current-year period with no comparable activity in the earlier year, partially offset by (c) $7 million resulting from decreased personnel costs.
Impairment of assets—In the three months ended June 30, 2025, we recognized a loss on impairment of the ultra-deepwater floaters Discoverer Luanda and GSF Development Driller I, together with related assets, which we determined were impaired at the time we classified them as held for sale, and the ultra-deepwater floaters Development Driller III and Discoverer Inspiration, together with related assets, which were previously classified as held for sale and determined to be further impaired.
Disposal of assets—In the three months ended June 30, 2026 and 2025, we recognized a net loss and a net gain, respectively, on disposal of assets unrelated to rig sales.
Other income and expense—Interest expense decreased in the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to the following: (a) $105 million decreased interest resulting from changes to the fair value of the bifurcated compound exchange feature embedded in the indenture governing the 4.625% senior guaranteed exchangeable bonds due September 2029 (the “4.625% Exchangeable Bonds”) and (b) $36 million decreased interest resulting from debt repaid as scheduled or early retired, partially offset by (c) $10 million increased interest resulting from debt issued in the earlier year.
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Other expense, net, decreased in the three months ended June 30, 2026, compared to the three months ended June 30, 2025, primarily due to a loss of $24 million associated with the issuance of additional Transocean Ltd. shares to certain holders of 4.00% senior guaranteed exchangeable bonds due December 2025 (the “4.00% Exchangeable Bonds”) in the earlier year with no comparable activity in the current-year period.
Income tax expense or benefit—In the three months ended June 30, 2026 and 2025, our effective tax rate was 7.8% percent and 14.2 percent, respectively, based on income or loss before income taxes.  In the three months ended June 30, 2026 and 2025, the effect of various discrete period tax items was a net tax benefit of $24 million and $203 million, respectively.  In the three months ended June 30, 2026, such discrete items were primarily related to valuation allowance adjustments.  In the three months ended June 30, 2025, such discrete items included changes to various uncertain tax positions, valuation allowances and rig basis changes related to impairment.  In the three months ended June 30, 2026 and 2025, our effective tax rate, excluding discrete items, was 19.4 percent and 70.0 percent, respectively, based on income before income taxes.
Due to our operating activities and organizational structure, our income tax expense or benefit does not change proportionally with our income or loss before income taxes.  We may have subsidiaries with tax expense on taxable earnings that exceeds the tax benefits in other jurisdictions, or vice versa, which sometimes results in a negative effective tax rate or unusually large effective tax rates relative to consolidated income or loss before income tax expense or benefit.  Our earnings are unevenly distributed across jurisdictions and may experience variability in timing among interim periods throughout the year, and such variability may influence the allocation of income tax expense or benefit to the respective interim period.  The annual effective tax rate used to allocate income tax expense or benefit to interim periods may also be influenced by the removal of loss jurisdictions from the calculations.  Our rig operating structures further complicate our tax calculations, especially in instances where we have more than one operating structure for the taxing jurisdiction and, thus, more than one method of calculating taxes depending on the operating structure utilized by the rig under the contract.
Six months ended June 30, 2026 compared to the six months ended June 30, 2025
The following is an analysis of our operating results.  See “—Performance and Other Key Indicators” for definitions of operating days, average daily revenue, revenue efficiency and rig utilization.
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Six months ended June 30, 
	​
	​
	​
	​
	​
	​
	​

	​
	  ​ ​ ​
	2026
	  ​ ​ ​
	2025
	  ​ ​ ​
	Change
	  ​ ​ ​
	% Change
	​

	

	​
	​
	(in millions, except day amounts and percentages)
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	 

	Operating days
	​
	​
	4,030
	​
	​
	 
	3,980
	​
	​
	​
	50
	​
	1
	%
	​

	Average daily revenue
	 
	$
	474,100
	​
	​
	$
	451,300
	​
	​
	$
	22,800
	​
	5
	%
	​

	Revenue efficiency 
	​
	​
	97.2
	%  
	​
	​
	96.1
	%  
	​
	​
	​
	​
	​
	​
	​

	Rig utilization
	​
	​
	82.5
	%  
	​
	​
	65.3
	%  
	​
	​
	​
	​
	​
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Contract drilling revenues
	 
	$
	2,047
	​
	​
	$
	1,894
	​
	​
	$
	153
	​
	8
	%
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Operating and maintenance expense
	​
	​
	(1,214)
	​
	​
	​
	(1,217)
	​
	​
	​
	3
	​
	—
	%
	​

	Depreciation and amortization expense
	​
	​
	(291)
	​
	​
	​
	(351)
	​
	​
	​
	60
	​
	17
	%
	​

	General and administrative expense
	​
	​
	(105)
	​
	​
	​
	(99)
	​
	​
	​
	(6)
	​
	(6)
	%
	​

	Loss on impairment of assets
	​
	​
	—
	​
	​
	​
	(1,136)
	​
	​
	​
	1,136
	​
	nm
	​
	​

	Gain on disposal of assets, net
	​
	​
	2
	​
	​
	​
	9
	​
	​
	​
	(7)
	​
	(78)
	%
	​

	Operating income (loss)
	​
	​
	439
	​
	​
	​
	(900)
	​
	​
	​
	1,339
	​
	nm
	​
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Other income (expense), net
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Interest income
	​
	​
	22
	​
	​
	​
	18
	​
	​
	​
	4
	​
	22
	%
	​

	Interest expense
	​
	​
	(256)
	​
	​
	​
	(228)
	​
	​
	​
	(28)
	​
	(12)
	%
	​

	Loss on retirement of debt
	​
	​
	(11)
	​
	​
	​
	—
	​
	​
	​
	(11)
	​
	nm
	​
	​

	Other, net
	​
	​
	7
	​
	​
	​
	(23)
	​
	​
	​
	30
	​
	nm
	​
	​

	Income (loss) before income taxes
	​
	​
	201
	​
	​
	​
	(1,133)
	​
	​
	​
	1,334
	​
	nm
	​
	​

	Income tax benefit
	​
	​
	40
	​
	​
	​
	116
	​
	​
	​
	(76)
	​
	(66)
	%
	​

	Net income (loss)
	 
	$
	241
	​
	​
	$
	(1,017)
	​
	​
	$
	1,258
	​
	nm
	​
	​


“nm” means not meaningful.
Contract drilling revenues—Contract drilling revenues increased for the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to the following: (a) approximately $80 million resulting from higher average daily revenues, (b) approximately $30 million resulting from increased utilization, (c) approximately $25 million resulting from increased reimbursement revenues, and (d) approximately $20 million resulting from improved revenue efficiency for the active fleet.
Costs and expenses—Operating and maintenance costs and expenses decreased for the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to the following: (a) a non-cash loss of $34 million in the earlier year resulting from an unfavorable legal outcome, (b) approximately $10 million resulting from rigs sold, and (c) approximately $10 million resulting from lower asset maintenance costs.  These decreases were partially offset by the following increases: (a) approximately $25 million resulting from reimbursable costs and (b) approximately $25 million resulting from personnel costs.
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Depreciation and amortization expense decreased for the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to a $64 million reduction resulting from rigs sold or classified as held for sale.
General and administrative costs and expenses increased for the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to the following (a) $17 million of acquisition costs and (b) $3 million of integration costs, both of which recognized in the current-year period with no comparable activity in the earlier year, partially offset by (c) $9 million resulting from decreased personnel costs and (d) $3 million of decreased legal and professional fees.
Impairment of assets—In the six months ended June 30, 2025, we recognized a loss on impairment of Discoverer Luanda and GSF Development Driller I, together with related assets, which we determined were impaired at the time we classified them as held for sale, and Development Driller III and Discoverer Inspiration, together with related assets, which were previously classified as held for sale and determined to be further impaired.
Disposal of assets—In the six months ended June 30, 2026, we recognized a net gain of $4 million associated with the disposal of two ultra-deepwater drillships and related assets.  In the six months ended June 30, 2026 and 2025, we recognized a net loss of $2 million and a net gain of $9 million, respectively, on disposal of assets unrelated to rig sales.
Other income and expense—Interest expense increased in the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to the following: (a) $84 million increased interest resulting from changes to the fair value of the bifurcated compound exchange feature embedded in the indenture governing the 4.625% Exchangeable Bonds, (b) $20 million increased interest resulting from debt issued in the earlier year, partially offset by (c) $80 million decreased interest resulting from debt repaid as scheduled or early retired.
In the six months ended June 30, 2026, we recognized a loss on retirement of the 8.375% Senior Secured Notes.
Other income, net, increased in the six months ended June 30, 2026, compared to the six months ended June 30, 2025, primarily due to the following: (a) a loss of $24 million associated with the issuance of additional Transocean Ltd. shares to certain holders of the 4.00% Exchangeable Bonds in the earlier year with no comparable activity in the current-year period and (b) increased income of $5 million associated with our investments in the debt and equity of unconsolidated affiliates.
Income tax expense or benefit—In the six months ended June 30, 2026 and 2025, our effective tax rate was (19.8) percent and 10.3 percent, respectively, based on income or loss before income taxes.  In the six months ended June 30, 2026 and 2025, the effect of various discrete period tax items was a net tax benefit of $137 million and $189 million, respectively.  In the six months ended June 30, 2026, such discrete items included changes to operating structures and valuation allowances.  In the six months ended June 30, 2025, such discrete items included changes to various uncertain tax positions, valuation allowances and rig basis changes related to impairment.  In the six months ended June 30, 2026 and 2025, our effective tax rate, excluding discrete items, was 42.8 percent and 268.9 percent, respectively, based on income or loss before income taxes.
Due to our operating activities and organizational structure, our income tax expense or benefit does not change proportionally with our income or loss before income taxes.  We may have subsidiaries with tax expense on taxable earnings that exceeds the tax benefits in other jurisdictions, or vice versa, which sometimes results in a negative effective tax rate or unusually large effective tax rates relative to consolidated income or loss before income tax expense or benefit.  Our earnings are unevenly distributed across jurisdictions and may experience variability in timing among interim periods throughout the year, and such variability may influence the allocation of income tax expense or benefit to the respective interim period.  The annual effective tax rate used to allocate income tax expense or benefit to interim periods may also be influenced by the removal of loss jurisdictions from the calculations.  Our rig operating structures further complicate our tax calculations, especially in instances where we have more than one operating structure for the taxing jurisdiction and, thus, more than one method of calculating taxes depending on the operating structure utilized by the rig under the contract.
[bookmark: LiquidityAndCapitalResources][bookmark: _723ddd24_f47a_408b_8c20_057aac3847f1]LIQUIDITY AND CAPITAL RESOURCES
Sources and uses of cash
In the six months ended June 30, 2026, our primary source of cash was net cash provided by operating activities.  Our primary uses of cash were debt repayments and capital expenditures.
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Six months ended 
	​
	​
	​
	​

	​
	​
	June 30, 
	​
	​
	​
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	  ​ ​
	Change
	 

	

	​
	​
	(in millions)
	​

	Cash flows from operating activities
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Net income (loss)
	 
	$
	241
	 
	$
	(1,017)
	 
	$
	1,258
	​

	Non-cash items, net
	​
	​
	280
	​
	​
	1,328
	​
	​
	(1,048)
	​

	Changes in operating assets and liabilities, net
	​
	​
	(121)
	​
	​
	(157)
	​
	​
	36
	​

	​
	 
	$
	400
	 
	$
	154
	 
	$
	246
	​


Net cash provided by operating activities increased primarily due to (a) increased cash received from customers and (b) reduced cash paid for interest.
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Six months ended 
	​
	​
	​
	​

	​
	​
	June 30, 
	​
	​
	​
	​

	​
	  ​ ​
	2026
	  ​ ​
	2025
	  ​ ​
	Change
	 

	

	​
	​
	(in millions)
	​

	Cash flows from investing activities
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Capital expenditures
	 
	$
	(52)
	 
	$
	(84)
	 
	$
	32
	​

	Investment in equity of unconsolidated affiliate
	​
	​
	(2)
	​
	​
	—
	​
	​
	(2)
	​

	Proceeds from disposal of assets, net of costs to sell
	​
	​
	26
	​
	​
	10
	​
	​
	16
	​

	Proceeds from disposal of investment in debt or equity of unconsolidated affiliates
	​
	​
	13
	​
	​
	4
	​
	​
	9
	​

	​
	 
	$
	(15)
	 
	$
	(70)
	 
	$
	55
	​


Net cash used in investing activities decreased primarily due to (a) decreased capital expenditures, (b) increased proceeds from disposal of assets, primarily resulting from the completion of the sale of two ultra-deepwater floaters in the current-year period, and (c) proceeds from disposal of an investment in a note receivable from an unconsolidated affiliate in the current-year period relative to proceeds from disposal of an investment in equity of an unconsolidated affiliate in the earlier year.
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	Six months ended 
	​
	​
	​
	​

	​
	​
	June 30, 
	​
	​
	​
	​

	​
	  ​ ​ ​
	2026
	  ​ ​ ​
	2025
	  ​ ​ ​
	Change
	 

	

	​
	​
	(in millions)
	​

	Cash flows from financing activities
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Repayments of debt
	​
	$
	(586)
	​
	$
	(240)
	​
	$
	(346)
	​

	Other, net
	​
	​
	(1)
	​
	​
	(13)
	​
	​
	12
	​

	​
	 
	$
	(587)
	 
	$
	(253)
	 
	$
	(334)
	​


Net cash used in financing activities increased primarily due to increased cash used to repay debt, primarily resulting from the redemption of the outstanding $358 million aggregate principal amount of the 8.375% Senior Secured Notes in current-year period.
[bookmark: SourcesAndUsesOfLiquidity]Sources and uses of liquidity
Overview—We expect to use existing unrestricted cash balances, cash flows from operating activities, borrowings under our Secured Credit Facility, proceeds from the disposal of assets or proceeds from the issuance of debt or shares to fulfill anticipated near-term obligations, which may include capital expenditures, working capital and other operational requirements, scheduled debt installments and maturities or other debt-related deposits or reservations of unrestricted cash.  At June 30, 2026, we had $509 million in unrestricted cash and cash equivalents and $286 million in restricted cash and cash equivalents.  We have generated positive cash flows from operating activities over recent years and, although we cannot provide assurances, we expect that such cash flows will continue to be positive over the next year.  For example, among other factors, if we incur costs for reactivation or contract preparation of multiple rigs or to otherwise assure the marketability of our fleet or general economic, financial, industry or business conditions deteriorate, our cash flows from operations may be reduced or negative.
We have a Secured Credit Facility that provides us with a borrowing capacity of $510 million through its maturity on June 22, 2028.  Our Secured Credit Facility, which is secured by, among other things, a lien on eight of our ultra-deepwater drillships and two of our harsh environment semisubmersibles, contains certain restrictive covenants, including a minimum guarantee coverage ratio of 3.0 to 1.0, a minimum collateral coverage ratio of 2.1 to 1.0 and a minimum liquidity requirement of $200 million, among others.  The Secured Credit Facility also restricts the ability of Transocean Ltd. and certain of our subsidiaries to, among other things, merge, consolidate or otherwise make changes to the corporate structure, incur liens, incur additional indebtedness, enter into transactions with affiliates and permits, subject to certain conditions, us to pay dividends and repurchase our shares.  For more information about our Secured Credit Facility and our outstanding debt instruments, see Notes to Condensed Consolidated Financial Statements—Note 6—Debt.
Although we currently anticipate relying on these sources of liquidity, including cash flows from operating activities and borrowings under our Secured Credit Facility, among others, we may in the future consider establishing additional financing arrangements with banks or other capital providers and subject to market conditions and other factors, we may be required to provide collateral for any such future financing arrangements.  Our secured indentures include collateral rig leverage ratios.  During periods where collateral rigs have experienced reduced levels of operating efficiency or utilization, we have in the past deposited cash into the applicable debt service reserve account and taken other actions, including obtaining consents of holders of certain of our secured debt, as applicable, in order to satisfy the applicable collateral rig leverage ratio, and we may in the future take such actions from time to time, as necessary.
Debt and equity markets—From time to time, we seek to access the capital markets in connection with our ongoing efforts to prudently manage our capital structure and improve our liquidity position.  For example, we have completed multiple debt and equity transactions, including tender offers, redemptions, exchanges and retirement of existing debt.  Subject to then-existing market conditions and our expected liquidity needs, among other factors, we may also use existing unrestricted cash balances, cash flows from operating activities, or proceeds from asset sales to manage our capital structure, including by purchasing or exchanging any of our debt or equity securities in the open market, in privately negotiated transactions, or through tender or exchange offers, or by redeeming any of our outstanding debt securities pursuant to the terms of the applicable governing document, if applicable.  Any future purchases, exchanges or other transactions may be on the same terms or on terms that are more or less favorable to holders than the terms of any prior transaction.  We can provide no assurance as to which, if any, of these alternatives, or combinations thereof, we may choose to pursue in the future, if at 
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all, or as to the timing with respect to any future transactions.  For more information about our debt and equity transactions, see Notes to Condensed Consolidated Financial Statements—Note 6—Debt and Note 10—Equity.
Our ability and willingness to access the debt and equity markets is a function of a variety of factors, including, among others, general economic, industry or market conditions, market perceptions of us and our industry and credit rating agencies’ views of our debt.  General economic or market conditions could have an adverse effect on our business and financial position and on the business and financial position of our customers, suppliers and lenders and could affect our ability to access the capital markets on acceptable terms or at all and our future need or ability to borrow under our Secured Credit Facility.  In addition to our potential sources of funding, the effects of such global events could impact our liquidity or cause us to need to alter our allocation or sources of capital, implement further cost reduction measures and change our financial strategy.  Additionally, the rating of our long-term debt is below investment grade, which is causing us to experience increased fees and interest rates under our Secured Credit Facility and indentures governing certain of our senior notes.  Future downgrades may further restrict our ability to access the debt market for sources of capital and may negatively impact the cost of such capital at a time when we would like, or need, to access such markets, which could have an impact on our flexibility to react to changing economic and business conditions.
Drilling fleet—From time to time, we review possible acquisitions of businesses and drilling rigs, as well as noncontrolling ownership interests in other companies, and we may make significant future capital commitments for such purposes.  We may also consider investments related to major rig upgrades, new rig construction, or the acquisition of a rig under construction.  Any such acquisition or investment has involved, and in the future could involve, the payment by us of a substantial amount of cash or the issuance of a substantial number of additional shares or other securities.  Our failure to subsequently secure drilling contracts in these instances, if not already secured, could have an adverse effect on our results of operations or cash flows.  For information about our Agreement to acquire Valaris, see Notes to Consolidated Financial Statements—Note 1—Business.
The ultimate amount of our capital expenditures is partly dependent upon financial market conditions, the actual level of operational and contracting activity, the costs associated with the current regulatory environment and customer-requested capital improvements and equipment for which the customer agrees to reimburse us.  As with any major shipyard project that takes place over an extended period, the actual costs, the timing of expenditures and the project completion date may vary from estimates based on numerous factors, including actual contract terms, weather, exchange rates, shipyard labor conditions, availability of suppliers to recertify equipment and market demand for required components and resources.  We intend to fund the cash requirements for our projected capital expenditures by using available cash balances, cash generated from operations and asset sales, borrowings under our Secured Credit Facility and financing arrangements with banks or other capital providers.  Economic conditions and other factors could impact the availability of these sources of funding.
From time to time, we may review the possible disposition of certain drilling assets.  In the six months ended June 30, 2026, we completed the disposal of two ultra-deepwater drillships, together with related assets, in sales for recycling.  In July 2026, we completed the sale of one harsh environment semisubmersible and related assets in a sale for recycling.  Considering market conditions, we may identify additional lower-specification drilling units to be sold for scrap, recycling or alternative purposes.  See Notes to Condensed Consolidated Financial Statements—Note 5—Long-Lived Assets.
Contractual obligations and other commercial commitments—As of June 30, 2026, with exception to our redemption and early retirement of the outstanding $358 million aggregate principal amount of the 8.375% Senior Secured Notes, there have been no material changes to our contractual obligations or other commercial commitments as previously disclosed in “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our annual report on Form 10-K for the year ended December 31, 2025.  For additional information about our debt obligations, including scheduled maturities and early retirement, see Notes to Condensed Consolidated Financial Statements—Note 6—Debt.
[bookmark: _871cd1c7_0378_40aa_93ab_e0823f9dbe98]CRITICAL ACCOUNTING POLICIES AND ESTIMATES
As of June 30, 2026, there have been no material changes to the critical accounting policies and estimates that we use as a basis for applying judgments, assumptions and estimates to prepare our condensed consolidated financial statements, as previously disclosed in “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Estimates” in our annual report on Form 10-K for the year ended December 31, 2025.
[bookmark: _b607f537_7ab5_4419_8aeb_b5960bd05d05]OTHER MATTERS
Regulatory matters
We occasionally receive inquiries from governmental regulatory agencies regarding our operations around the world, including inquiries with respect to various tax, environmental, regulatory and compliance matters.  To the extent appropriate under the circumstances, we investigate such matters, respond to such inquiries and cooperate with the regulatory agencies.  See Notes to Condensed Consolidated Financial Statements—Note 9—Contingencies.
Tax matters
We conduct operations through our various subsidiaries in countries throughout the world.  Each country has its own tax regimes with varying nominal rates, deductions and tax attributes that are subject to changes resulting from new legislation, interpretation or guidance.  
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From time to time, as a result of these changes, we may revise previously evaluated tax positions, which could cause us to adjust our recorded tax assets and liabilities.  Tax authorities in certain jurisdictions are examining our tax returns and, in some cases, have issued assessments.  We intend to defend our tax positions vigorously.  Although we can provide no assurance as to the outcome of the aforementioned changes, examinations or assessments, we do not expect the ultimate liability to have a material adverse effect on our financial position or results of operations; however, it could have a material adverse effect on our cash flows.  See Notes to Condensed Consolidated Financial Statements—Note 7—Income Taxes.
[bookmark: Item7AQuantitativeandQualitativeDisclosu][bookmark: _f0a806ce_e6f2_4706_8189_24b0958e9357][bookmark: Item7AQuantitativeandQualitativeDisclosu][bookmark: _f0a806ce_e6f2_4706_8189_24b0958e9357]
	ITEM 3.
	QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK


Overview—We are exposed to interest rate risk, primarily associated with our long-term debt, including current maturities.  Additionally, we are exposed to equity price risk related to our exchangeable bonds and currency exchange rate risk related to our international operations.  With the exception to the following, there have been no material changes to our market risks as previously disclosed in “Part II. Item 7A. Quantitative and Qualitative Disclosures About Market Risk” in our annual report on Form 10-K for the year ended December 31, 2025.
Interest rate risk—The following table presents the scheduled installment amounts and related weighted-average interest rates of our long-term debt instruments by contractual maturity date.  The following table presents information as of June 30, 2026 (in millions, except interest rate percentages):
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	​
	​
	Twelve months ending June 30,
	​
	​
	​
	​
	​
	​
	​
	​
	​
	 

	​
	  ​
	2027
	​
	2028
	​
	2029
	​
	2030
	​
	2031
	​
	Thereafter
	​
	Total
	  ​ ​ ​
	Fair value
	 

	Debt
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Fixed rate (USD)
	 
	$
	405
	​
	$
	332
	​
	$
	1,148
	​
	$
	729
	​
	$
	1,296
	​
	$
	1,197
	​
	$
	5,107
	​
	$
	5,329
	​

	Average interest rate
	​
	​
	6.90
	%  
	​
	7.58
	%  
	​
	8.27
	%  
	​
	7.28
	%  
	​
	8.19
	%  
	​
	7.44
	%  
	​
	​
	​
	​
	​
	​


At June 30, 2026 and December 31, 2025, the fair value of our outstanding debt was $5.33 billion and $5.76 billion, respectively.  During the six months ended June 30, 2026, the fair value of our debt decreased by $426 million due to the following: (a) a decrease of $366 million resulting from redemption of the 8.375% senior secured notes due February 2028 and (b) a decrease of $229 million resulting from the repayment of debt in scheduled installments.  These decreases were partially offset by a net increase of $169 million resulting from changes in the market prices of our outstanding debt.
[bookmark: Item9AControlsandProcedures_646698][bookmark: _8823f65a_73f5_4699_9c12_5a5d2bc7fff8][bookmark: Item9AControlsandProcedures_646698][bookmark: _8823f65a_73f5_4699_9c12_5a5d2bc7fff8]
	ITEM 4.
	CONTROLS AND PROCEDURES


Disclosure controls and procedures—Our disclosure controls and procedures are designed to provide reasonable assurance that information required to be disclosed in our reports filed or submitted under the U.S. Securities Exchange Act of 1934 is (1) accumulated and communicated to our management, including our Chief Executive Officer, who is our principal executive officer, and our Chief Financial Officer, who is our principal financial officer, to allow timely decisions regarding required disclosure and (2) recorded, processed, summarized and reported within the time periods specified in the U.S. Securities and Exchange Commission’s rules and forms.  Under the supervision and with the participation of management, including our Chief Executive Officer and Chief Financial Officer, we performed an evaluation of the effectiveness of our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of June 30, 2026.
Internal control over financial reporting—There were no changes to our internal control over financial reporting during the quarter ended June 30, 2026, that have materially affected or are reasonably likely to materially affect our internal control over financial reporting.
[bookmark: PARTIIOTHERINFORMATION_708350][bookmark: _39021595_a3d1_4ba3_9348_5ab7903e2e21]PART II. OTHER INFORMATION
[bookmark: Item3LegalProceedings_313392][bookmark: Item3LegalProceedings_313392]
	ITEM 1.
	LEGAL PROCEEDINGS


Transocean Ltd. (together with its subsidiaries and predecessors, unless the context requires otherwise, “Transocean,” “we,” “us,” or “our”) has certain actions, claims and other matters pending as discussed and reported in “Part II. Item 8. Financial Statements and Supplementary Data—Notes to Consolidated Financial Statements—Note 12—Commitments and Contingencies” and “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Other Matters—Regulatory matters” in our annual report on Form 10-K for the year ended December 31, 2025.  We are also involved in various tax matters as described in “Part II. Item 8. Financial Statements and Supplementary Data—Notes to Consolidated Financial Statements—Note 10—Income Taxes” and in “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Other Matters—Tax matters” in our annual report on Form 10-K for the year ended December 31, 2025.  All such actions, claims, tax and other matters described therein are incorporated herein by reference.
As of June 30, 2026, we were involved in a number of other lawsuits, regulatory matters, disputes and claims, asserted and unasserted, all of which constitute ordinary routine litigation incidental to our business and for which we do not expect the liability, if any, to have a material adverse effect on our financial position, results of operations or cash flows.  We cannot predict with certainty the outcome or effect of any of the matters referred to above or of any such other pending, threatened or possible litigation or legal proceedings.  We can 
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provide no assurance that our beliefs or expectations as to the outcome or effect of any lawsuit or claim or dispute will prove correct, and the eventual outcome of these matters could materially differ from management’s current estimates.
On December 17, 2021, Transocean Offshore Deepwater Drilling Inc. (“TODDI”), our wholly owned subsidiary, received a letter from the United States (“U.S.”) Department of Justice (the “DOJ”) related to alleged violations by our subsidiary of its Clean Water Act (“CWA”) National Pollutant Discharge Elimination System permit for the western Gulf of America (“Permit”).  The alleged violations, involving seven of our drillships, were identified by the U.S. Environmental Protection Agency (“EPA”) following an initial inspection in 2018 of our compliance with the Permit and the CWA and relate to deficiencies with respect to administrative monitoring and reporting obligations.  In connection with the initial EPA inspection, we initiated modifications to our Permit and CWA compliance processes and maintained a dialogue with the EPA regarding the design and implementation of enhancements to these processes.  At the DOJ’s invitation, in an effort to resolve the matter, we initiated settlement discussions with the DOJ, which concluded with the execution of a civil consent decree by and between the DOJ, EPA, and TODDI, effective January 3, 2024 (the “Consent Decree”), that resolved the claims of the DOJ based upon the alleged violations of our Permit and the CWA.  Pursuant to the Consent Decree, we agreed to pay an immaterial monetary civil penalty, and we further agreed (i) to take or continue to take certain corrective actions to ensure current and future Permit and CWA compliance, including implementing certain procedures and submitting reports and other information, in each case according to the timelines and as described in the Consent Decree, (ii) to appoint an independent auditor to review, audit and report on our compliance with certain of our obligations thereunder, and (iii) to certain non-exclusive stipulated monetary penalties if we fail to comply with applicable provisions of the Consent Decree.  We may request termination of the Consent Decree after we have (x) completed timely the civil penalty payment and any accrued stipulated penalty requirements of the Consent Decree, and (y) maintained continuous satisfactory compliance with the Consent Decree for at least three years.  We do not believe that the enforcement of the Consent Decree would have a material adverse effect on our financial position, results of operations or cash flows.
In addition to the legal proceedings described above, we may from time to time identify other matters that we monitor through our compliance program or in response to events arising generally within our industry and in the regions where we do business.  We evaluate matters on a case-by-case basis, investigate allegations in accordance with our policies and cooperate with applicable governmental authorities.  Through the process of monitoring and proactive investigation, we strive to ensure no violation of our policies, Code of Integrity or law has occurred or will occur; however, we can provide no assurance as to the outcome of these matters.
[bookmark: _2193ba23_cc51_4a77_ae6a_7b3109663f78][bookmark: Item1ARiskFactors_255413][bookmark: _2193ba23_cc51_4a77_ae6a_7b3109663f78][bookmark: Item1ARiskFactors_255413]
	ITEM 1A.
	RISK FACTORS


There have been no material changes to the risk factors as previously disclosed in “Part I. Item 1A. Risk Factors” in our annual report on Form 10-K for the year ended December 31, 2025.
[bookmark: Item2UnregisteredSalesofEquitySecurities][bookmark: _7035a01c_2840_48e4_9e30_ac93ade787d9][bookmark: Item2UnregisteredSalesofEquitySecurities][bookmark: _7035a01c_2840_48e4_9e30_ac93ade787d9]
	ITEM 2.
	UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS


ISSUER PURCHASES OF EQUITY SECURITIES
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	​
	​
	​
	​
	​
	Total number of shares
	​
	Approximate dollar value
	​

	​
	​
	Total number
	​
	Average
	​
	purchased as part
	​
	of shares that may yet
	​

	​
	​
	of shares
	​
	price paid
	​
	of publicly announced
	​
	be purchased under the plans
	​

	Period
	  ​ ​ ​
	purchased
	  ​ ​ ​
	per share
	  ​ ​ ​
	plans or programs
	  ​ ​ ​
	or programs (in millions) (a)
	 

	April 2026
	​
	—
	​
	$
	—
	​
	—
	 
	$
	4,012
	​

	May 2026
	​
	—
	​
	​
	—
	​
	—
	​
	​
	4,012
	​

	June 2026
	​
	—
	​
	​
	—
	​
	—
	​
	​
	4,012
	​

	Total
	​
	—
	​
	$
	—
	​
	—
	 
	$
	4,012
	​


(a)In May 2009, at our annual general meeting, shareholders approved and authorized our board of directors, at its discretion, to repurchase for cancellation any amount of our shares for an aggregate purchase price of up to CHF 3.50 billion.  At June 30, 2026, the authorization remaining under the share repurchase program was for the repurchase of our outstanding shares for an aggregate purchase price of up to CHF 3.24 billion, equivalent to $4.01 billion.  The share repurchase program could be suspended or discontinued by our board of directors or company management, as applicable, at any time.
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	ITEM 3.
	DEFAULTS UPON SENIOR SECURITIES


Not applicable.
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	ITEM 4.
	MINE SAFETY DISCLOSURES


Not applicable.
[bookmark: Item5OtherInfo][bookmark: Item5OtherInformation][bookmark: _ebe06e2a_2d21_4cf5_9e8d_300e1cbb8ee4][bookmark: Item5OtherInfo][bookmark: Item5OtherInformation][bookmark: _ebe06e2a_2d21_4cf5_9e8d_300e1cbb8ee4]
	ITEM 5.
	OTHER INFORMATION


On May 22, 2026, Mr. Brady K. Long, our Executive Vice President and Chief Legal Officer, adopted a Rule 10b5-1 trading arrangement, as such term is defined under Item 408(a) of Regulation S-K of the Securities Act of 1933, that is intended to satisfy the affirmative defense of Rule 10b5-1(c) for the sale of up to 198,622 shares of Transocean Ltd. (the “CLO Plan”).  Sales may not commence under the CLO Plan until September 20, 2026 at the earliest and only at specified market prices.  Unless earlier terminated in accordance with its terms and conditions, the CLO Plan expires on August 15, 2027.
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On July 2, 2026, Mr. Jason Pack, our Senior Vice President and Chief Accounting Officer, adopted a Rule 10b5-1 trading arrangement, as such term is defined under Item 408(a) of Regulation S-K of the Securities Act of 1933, that is intended to satisfy the affirmative defense of Rule 10b5-1(c) for the sale of up to 262,103 shares of Transocean Ltd. (the “CAO Plan”).  Sales may not commence under the CAO Plan until October 1, 2026 at the earliest and only at specified market prices.  Unless earlier terminated in accordance with its terms and conditions, the CAO Plan expires on September 15, 2027.
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	ITEM 6.
	EXHIBITS


The following exhibits are filed or furnished herewith, as indicated, or incorporated by reference to the location indicated:
	​
	​
	​
	​
	​
	​

	NUMBER
	​
	DESCRIPTION
	
	LOCATION

	​
	2.1
	​
	Business Combination Agreement, dated as of February 9, 2026, between Transocean Ltd. and Valaris Limited
	​
	Exhibit 2.1 to Transocean Ltd.’s Current Report on Form 8-K (Commission File No. 001-38373) filed on February 10, 2026

	​
	3.1
	​
	Articles of Association of Transocean Ltd., amended as of May 22, 2026
	​
	Exhibit 3.1 to Transocean Ltd.’s Current Report on Form 8-K (Commission File No. 001-38373) filed on May 26, 2026

	​
	3.2
	​
	Organizational Regulations of Transocean Ltd., as amended, effective as of July 1, 2026
	​
	Exhibit 3.2 to Transocean Ltd.’s Current Report on Form 8-K (Commission File No. 001-38373) filed on May 26, 2026

	​
	10.1
	​
	Support Agreement, dated as of May 19, 2026, between Transocean Ltd., Kristian K. Johansen, Famatown Finance Limited, Greenwich Holdings Limited, C.K. Limited, Geveran Trading Co. Limited and Hemen Holding Limited
	​
	Exhibit 10.1 to Transocean Ltd.’s Current Report on Form 8-K (Commission File No. 001-38373) filed on May 19, 2026

	​
	31.1
	​
	Certification of Chief Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934 and Section 302 of the Sarbanes-Oxley Act of 2002
	​
	Filed herewith

	​
	31.2
	​
	Certification of Chief Financial Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934 and Section 302 of the Sarbanes-Oxley Act of 2002
	​
	Filed herewith

	​
	32.1
	​
	Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
	​
	Furnished herewith

	​
	32.2
	​
	Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
	​
	Furnished herewith

	​
	101
	​
	Interactive data files pursuant to Rule 405 of Regulation S-T formatted in Inline Extensible Business Reporting Language: (i) our condensed consolidated statements of operations for the three and six months ended June 30, 2026 and 2025; (ii) our condensed consolidated statements of comprehensive income (loss) for the three and six months ended June 30, 2026 and 2025; (iii) our condensed consolidated balance sheets as of June 30, 2026 and December 31, 2025; (iv) our condensed consolidated statements of equity for the three and six months ended June 30, 2026 and 2025; (v) our condensed consolidated statements of cash flows for the six months ended June 30, 2026 and 2025; and (vi) the notes to condensed consolidated financial statements
	​
	Filed herewith

	​
	104
	​
	The cover page from our quarterly report on Form 10-Q for the quarterly period ended June 30, 2026, formatted in Inline Extensible Business Reporting Language
	​
	Filed herewith


​
​
​
​
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[bookmark: _ae99e6b2_92c7_4639_9fb6_628dc775d6af]SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized, on August 6, 2026.
​
TRANSOCEAN LTD.
	​

	​

	​


	​
	​

	​
	​

	​
	​

	By:
	/s/ Robert Thaddeus Vayda
	​

	​
	Robert Thaddeus Vayda

	​
	Executive Vice President and Chief Financial Officer

	​
	(Principal Financial Officer)

	​
	​

	​
	​

	​
	​

	By:
	/s/ Jason Pack
	​

	​
	Jason Pack

	​
	Senior Vice President and Chief Accounting Officer

	​
	(Principal Accounting Officer)


​
​
​
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​
CEO CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Keelan Adamson, certify that:
1. I have reviewed this report on Form 10-Q of Transocean Ltd.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
​
​
	​
​
	​

	Dated:August 6, 2026
	/s/ Keelan Adamson
	​

	

	​
	Keelan Adamson
President and Chief Executive Officer


​

[bookmark: rig-20260630xex31d2.htm][bookmark: ksrig20260630xex31d2]Exhibit 31.2

​
CFO CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Robert Thaddeus Vayda, certify that:
1. I have reviewed this report on Form 10-Q of Transocean Ltd.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
​
​
	​
​
	​

	Dated:August 6, 2026
	/s/ Robert Thaddeus Vayda
	​

	

	​
	Robert Thaddeus Vayda
Executive Vice President and Chief Financial Officer


​

[bookmark: rig-20260630xex32d1.htm][bookmark: ksrig20260630xex32d1]Exhibit 32.1

​
CERTIFICATION PURSUANT TO SECTION 906 OF 
THE SARBANES-OXLEY ACT OF 2002 (SUBSECTIONS (a) AND (b) 
OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)
​
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code), I, Keelan Adamson, President and Chief Executive Officer of Transocean Ltd., a Swiss corporation (the “Company”), hereby certify, to my knowledge, that:
(1) the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2026 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
​
	​
	​

	Dated:August 6, 2026
	/s/ Keelan Adamson
	​

	

	​
	Keelan Adamson
President and Chief Executive Officer


​
The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and is not being filed as part of the Report or as a separate disclosure document.
​
A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the U.S. Securities and Exchange Commission or its staff upon request.

[bookmark: rig-20260630xex32d2.htm][bookmark: ksrig20260630xex32d2]Exhibit 32.2

​
CERTIFICATION PURSUANT TO SECTION 906 OF 
THE SARBANES-OXLEY ACT OF 2002 (SUBSECTIONS (a) AND (b)
OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE)
​
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code), I, Robert Thaddeus Vayda, Executive Vice President and Chief Financial Officer of Transocean Ltd., a Swiss corporation (the “Company”), hereby certify, to my knowledge, that:
(1) the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2026 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
​
	​
	​
Chief Financial Officer
​

	Dated:August 6, 2026
	/s/ Robert Thaddeus Vayda
	​

	

	​
	Robert Thaddeus Vayda
Executive Vice President and Chief Financial Officer


​
The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and is not being filed as part of the Report or as a separate disclosure document.
​
A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the U.S. Securities and Exchange Commission or its staff upon request.
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