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The dynamically-positioned ultra-
deepwater drillship Pride Africa
(cover and above) operates off-
shore Angola. The rig and its
sister ship, Pride Angola, are
designed to drill in water depths
of up to 10,000 feet and are
contracted to work in West Africa
through 2010.
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Financial Highlights

Revenues
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Year Ended December 31,

2000 (1) 2001 (1)(2) 2002 (1) 2003 (1) 2004
(Restated) (Restated) (Restated) (Restated)

(In thousands, except share and employee data)

Revenues $ 1,173,038 $ 1,501,075 $ 1,180,016 $ 1,565,806 $ 1,712,200
Earnings from operations 193,833 286,563 147,770 218,409 248,977
Income (loss) from continuing operations 46,872 89,082 (9,137) 40,865 14,273
Net earnings (loss) 46,872 89,491 (7,155) (23,122) (3,459)

Adjusted EBITDA (3) 365,737 509,673 378,529 479,044 491,592
Net cash flow provided by operating activities 204,818 253,525 164,432 118,781 337,064

Net earnings (loss) per share-continuing operations
Basic 0.38 0.68 (0.07) 0.30 0.11
Diluted 0.37 0.67 (0.07) 0.30 0.10

Working capital 122,757 71,013 150,193 79,933 133,625
Property and equipment 2,706,499 3,472,708 3,492,266 3,463,300 3,281,848
Total assets 3,421,267 4,286,208 4,399,981 4,377,095 4,038,324
Long-term debt and leases, net of current portion 1,326,623 1,725,856 1,886,447 1,815,078 1,686,251
Stockholders’ equity 1,441,110 1,693,171 1,697,562 1,701,855 1,716,062
Book value per share 11.41 12.75 12.63 12.53 12.53
Employees 9,800 9,500 10,100 12,200 13,700

(1) We restated our consolidated financial information for 2000, 2001, 2002 and 2003. See note 2 of Notes to Consolidated Financial Statements on page 47.

(2) Results for the year ended December 31, 2001 included $35.8 million of pooling and merger costs in connection with our acquisition of Marine Drilling Companies, Inc. in
September 2001.

(3) Adjusted EBITDA as defined consists of net earnings (loss) before net interest expense, income tax provision, depreciation and amortization, impairment charges, (gain) loss on sale
of assets, refinancing charges, minority interest, pooling and merger costs, and (income) loss on discontinued operations. Please refer to “Selected Financial Data” on page 18 and
“Reconciliation of Non-GAAP Financial Measures (Unaudited)” on page 72 of this annual report.
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In 2004 we delivered solid financial results from core opera-
tions as we realized the benefits from a number of attractive
long-term contracts entered into over the past few years. 
Additionally, it was a year in which the Company completed

the four fixed-fee, deepwater construction projects, which had 
a significant negative impact on our financial performance and
resources for the past two years. With the successful completion
of construction and delivery of the rigs, we discontinued this
segment of our business and refocused our efforts on our core
drilling business.

Also during the year, we saw industry conditions begin 
to rebound significantly. We are now enjoying favorable 
up-swings in market conditions throughout the business. 
For the fiscal year 2004, Pride had strong growth in revenues,
up 9% sequentially, with resulting earnings from continuing
operations increasing 14%. Pride remains exceptionally well-
positioned to benefit from this upturn, and we look forward 
to continue improving our financial and operational perform-
ance in 2005. 

Strengthening Our Capital Structure

Over the past few years, Pride has grown rapidly to become 
a major player in the offshore drilling sector. In conjunction
with growth through acquisition and newbuilding of rigs, the
Company increased its debt level to approximately $2 billion,
slightly more than 50% of total capitalization. Our strong con-
tracted backlog helped to ensure sufficient cashflows to sup-
port this aggressive capital structure; however, it has been a
priority goal of the Company to reduce debt and achieve a
structure more in line with our peer group. We were not able
to achieve meaningful debt reduction in 2003 or in the first
half of 2004, largely as a result of the drain on resources from
the deepwater construction projects. However, in the latter
part of 2004, we began to significantly reduce our debt. In fact,
a number of successful financial initiatives were carried out
during the year.

In mid-2004, we refinanced most of our debt, resulting in
longer-dated maturities, increased liquidity, less restrictive 
debt covenants, as well as reduced interest cost.

We were able to reduce the level of debt through improved
working capital management, cost cutting measures, a conser-

vative level of discretionary expenditure, and limited asset
sales. Pride paid down approximately $260 million of debt 
in the fourth quarter of 2004, with only $70 million generated
from asset sales. Approximately $190 million resulted from
our focus on reducing working capital, as well as cash flow
from operations. Debt reduction in the fourth quarter dramat-
ically exceeded the $36 million pay down in the first nine
months of 2004. In total, we paid down approximately $300
million in all of 2004. In the first quarter of 2005, approximately
$80 million of additional debt reduction has been achieved
(with $40 million attributable to further asset sales). We called
for redemption of $300 million of convertible notes and essen-
tially all of the notes were converted into common stock by
the note holders in April 2005. Including that conversion, debt
is now approximately $700 million less than at the beginning
of 2004.

The installation of new financial reporting and planning
software has dramatically improved our ability to plan, forecast
and measure our financial performance. The new system has
also allowed us to track working capital throughout the organi-
zation. Through the concentrated efforts of financial and opera-
tions personnel, we aggressively attacked all of the “pockets” 
of excess working capital identified by the new reporting tools. 

Our financial initiatives have provided remarkable progress
in a period of just one year. I applaud the employees of Pride for
the dedication and hard work necessary to achieve these results. 

Enhanced Management Team

During the year, we substantially reorganized and upgraded
our management team. We have in place a focused and ener-
gized team that is working diligently to achieve excellence in
all aspects of our business. The individuals comprising our
management team bring enormous experience, competence,
energy and leadership to their respective positions. Concurrent
with the implementation of these organizational assignments,
we have more closely linked compensation at all levels to the
accomplishment of Company and individual goals. 

Operational Excellence

Throughout 2004, operating results from all segments of 
our business improved, buoyed not only by strengthening

My Fellow Stockholders,
2004 was a year of dramatic turnaround for Pride. The Company strengthened its capital structure by 

repaying debt and improving financial flexibility, and enhanced the management team by hiring from 

outside the Company and promoting within, all while posting solid operating results from core operations.
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deepwater areas. Many of the size-
able discoveries of the 1990’s are
now requiring deepwater rigs for
development, and we will continue
seeking avenues to leverage our
considerable expertise in this area.

Worldwide opportunities for
jackups have also been expanding.
Many areas are employing increas-
ing numbers of jackups to develop

gas reserves, as the liquefied natural gas (LNG) market begins
to play a more prominent role in meeting natural gas needs on
a global basis. We believe our asset base should maintain a sig-
nificant concentration of jackups to complement and balance
our exposure to deepwater semisubmersibles and drillships.
As many of our jackups are in excess of 20 years old (as is gen-
erally the case with our peers), a formidable challenge for us
will be to continue to improve the overall age, as well as tech-
nical sophistication, of our fleet. In the recent past, we have
been able to divest several older jackups and tender-assisted
rigs. We will continue to be alert for attractive opportunities
to divest such units and replace them, where appropriate.

Over the next few years, it is likely that we will evolve into
a company operating solely in offshore markets. We expect
that our growth capital expenditures will be largely focused
on high specification assets—both deepwater rigs and jackups.
Making new asset investments will be a carefully considered
process, one which we will not rush, but will execute as attrac-
tive opportunities arise. I would note that the pursuit of these
strategic goals will not jeopardize our commitment to main-
taining a sound balance sheet.

In conclusion, significant progress has been made this
past year, and the hard work of our employees will result
in further improvements. We are enjoying a strong upturn in
market conditions that is driving an upturn in financial per-
formance. Our balance sheet is significantly improved and
debt reduction is continuing. We are better positioned today
than in a number of years, and we are focused on delivering
solid performance to our stockholders. We appreciate your
support of the Company.

markets but also through our lever-
aging of strong customer relation-
ships to obtain new, attractive
operating contracts.

Deepwater operations offshore
Brazil and West Africa produced
exceptional results. Our Latin
America land business, responding
to record market demand, posted its
highest utilization in a decade. We
are experiencing further increases in demand and utilization
in 2005, and operating results are continuing to improve.

Gulf of Mexico dayrates for jackups continued to trend
upward throughout 2004, and the pace of improvement has
accelerated since the end of the year. The supply of jackup rigs
in the U.S. sector of the Gulf of Mexico has declined nearly
50% over the past few years, as demand for jackups on a global
basis resulted in the relocation of many units. With supply
and demand essentially in balance, contractors have been able
to steadily increase their dayrates upon renewal of contracts.
Recent strengthening in demand, as well as increasing con-
tract dayrates, allowed us to contract our remaining three
previously idle jackups in early 2005.

Over the past few years, a major initiative by PEMEX in
Mexico to increase its production of oil and gas has attracted
a large number of rigs into the Mexican sector of the Gulf
of Mexico. Pride now has 17 of its offshore rigs located in
Mexican waters. This year, we have begun to renew pricing
for some of these units as we come to the end of their initial
contract terms. Again, the trend in pricing has been positive,
and should drive improved financial performance.

Deepwater platform drilling units Kizomba A, Kizomba B,
Holstein and Mad Dog commenced operations during 2004 with
Pride providing labor and maintenance for each of the drilling
units on these facilities. Our services for these operations are
contributing to our improving operating results.

Continuing Evolution

In just over a decade, Pride has made a dramatic transforma-
tion from a small domestic land workover contractor into one
of the world’s largest global offshore drilling contractors. Our
asset base has increased more than forty-fold in that time span.

The cornerstone of the enterprise today is our deepwater
fleet, in which we have invested approximately $2 billion. It
is a modern fleet of drillships and semisubmersibles. Market
analysis indicates that these rigs will likely be in strong demand
for the foreseeable future as our customers progressively spend
larger portions of their exploration and production budgets in

Paul A. Bragg
President and Chief Executive Officer
April 2005
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Our marine fleet of 62 rigs includes:

• West & South Africa: 2 ultra-deepwater drillships, 2 deepwater semisubmersibles,

1 semisubmersible, 1 jackup rig, 3 tender-assisted rigs and 1 barge rig;

• South America: 5 dynamically positioned deepwater semisubmersibles,

1 moored semisubmersible and 2 barge rigs;

• Gulf of Mexico, U.S.: 10 jackups and 9 platform rigs;

• Gulf of Mexico, Mexico: 13 jackups, 1 semisubmersible and 3 platform rigs;

• Mediterranean and the Middle East: 2 semisubmersibles and 2 jackups;

• India and Southeast Asia: 2 jackups and 1 tender-assisted rig; and

• North Sea: 1 jackup accommodation unit.

On land, our fleet of 227 drilling and workover rigs are currently located as follows:

• South America: 212 rigs;

• North Africa and the Middle East: 7 rigs;

• Chad: 5 rigs; and

• Kazakhstan/Russia: 3 rigs.

Pride serves its customers in the world’s largest and most active

exploration and production areas, with a leading market presence

in West Africa, South America and the Gulf of Mexico.

Company Profile



The Pride Wisconsin is one of 13 rigs contracted
with PEMEX in the Gulf of Mexico. Pride enjoyed full
utilization during 2004 after mobilizing seven addi-
tional jackups to the region during the previous year.
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markets. Pride is currently contracted to work in all three of

these high-growth regions during 2005.

Deepwater markets experienced significant tightening

during 2004, as demand surged beyond supply late in the

year, following relatively weak conditions in the first half of

2004. Two fourth-generation deepwater semisubmersibles, the

Pride North America

and Pride South Pacific,

recently have been

contracted at more

than double their

previous dayrates. In

November, the drill-

ship Pride Africa capped a highly success-

ful initial five-year operating period with

its scheduled shipyard survey and main-

tenance. Completed in only 19 days, the

project included fully overhauling the

traveling equipment, refurbishing the eight

thrusters and other routine maintenance.

Pride Africa’s sister ship, the Pride Angola,

will undergo similar maintenance in 2005.

Elsewhere in Africa, the tender

Al Baraka I was upgraded and contracted

through April 2007 in Cote d’Ivoire. The

Pride North Dakota finished its contract in

Nigeria and will mobilize to Saudi Arabia

in the first half of 2005 for a three-year

contract following shipyard upgrades.

It will join the Pride Montana in the region,

which recently re-contracted for three

additional years. We are seeing significant

demand growth in this region.

Adding to our rig count in the Eastern

Hemisphere is the mobilization of two semisubmersibles into

the region: the Pride South Seas to South Africa for a contract

beginning in June 2005, and the previously idle Pride Venezuela

to Libya for a contract that commenced in January 2005. Both

contracts are sequential improvements in dayrates and place

the rigs in regions with strong demand.

E
astern Hemisphere continues to be a substantial part

of Pride’s business, contributing 33% of consolidated

gross revenue in 2004. With more than 3,000 employ-

ees of 46 different nationalities, Pride’s asset portfolio

in the Eastern Hemisphere consists of 35 rigs, including

15 land rigs, a swamp barge rig, four tender-assisted rigs,

six jackups, five semisub-

mersibles, two drillships and

three management contracts.

Through its diverse fleet,

Pride is able to offer com-

plete drilling solutions

across all asset types and

geographies.

In the Eastern Hemi-

sphere, market conditions

are much improved in West

Africa after a period of soft-

ness in late 2003. We are

also experiencing increased

demand in the Middle East,

and the emergence of the

Mediterranean as an important sector in international drilling

Crews at work on the drill-floor of the Pride North America (above left).
The top drive and traveling block portion of the drilling system aboard
the Pride North America (above right). These components help this rig
efficiently drill wells up to 25,000 feet deep.

Eastern Hemisphere

Two fourth-generation deepwater semisubmersibles,

the Pride North America and Pride South Pacific,

recently have been contracted at more than double

their previous dayrates.



The Pride North America is a semisubmersible capa-
ble of drilling operations in up to 7,500 feet of water.
Market rates for this rig class have risen dramatically,
beginning in late 2004.



T
he Western Hemisphere division provided signifi-

cantly improved operating results in 2004, as Pride

benefited from a full year of operations from rigs

mobilized to the region in late 2003. Total revenue

for the segment was $462 million in 2004, up 22% from 2003.

Western Hemisphere

provided 27% of

consolidated gross

revenue in 2004.

Pride’s Western

Hemisphere segment

comprises offshore

operations in Mexico,

Brazil and Venezuela,

including 25 offshore

rigs: five dynamically

positioned semisub-

mersibles, two

moored semisub-

mersibles, 13 jackups,

two barge rigs and

three platform rigs.

Essentially all rev-

enues for Western

Hemisphere are

derived from operat-

ing contracts with

national oil companies. The focus on long-term production

growth by these customers provides a solid demand outlook.

In Mexico, the national oil company, Petroleos Mexicanos

S.A. (PEMEX), has continued its aggressive search for energy

resources to meet its production and reserve growth targets.

PEMEX announced increased capital spending plans for 2005,

with the vast majority to be spent on exploration and develop-

ment activities. Pride currently operates 46% of the jackups

contracted by PEMEX and expects to see continued demand

for these assets on a long-term basis.

In Brazil, the Company operates four semisubmersibles,

three of which are contracted to Petrobras, the national oil

company. Petrobras has aggressive, long-term production

growth targets and is aggressively developing its deepwater

fields. The dynamically positioned semisubmersibles Pride

Carlos Walter and Pride

Brazil are currently

under contract with

Petrobras until mid-

2006. Pride also

participates in a 30%

owned joint venture

that owns the similarly

designed and recently

completed Pride

Portland and Pride Rio

de Janeiro, which are

now being targeted

for long-term work

in the Brazilian mar-

ket. These two addi-

tional deepwater

assets provide us further leverage to the upturn in deepwater

drilling. The Pride Rio de Janeiro is commencing a three-month

contract in the second quarter of 2005. The Pride Portland is

expected to contract work soon in this high demand market.

Offshore operations in Venezuela consist of two barge rigs

and two management contracts, both working on Lake

Maracaibo for Petroleos de Venezuela, S.A. (PDVSA).

For 2005, we expect increased activity and dayrates in

offshore Brazil with potential demand for additional semisub-

mersible rigs. PEMEX has indicated the number of offshore

rigs contracted will be held at the current level or increased,

with more deepwater opportunities possible. Pride remains

well-situated to capitalize on the strength of these markets.

Western Hemisphere

Crews at work aboard a jackup offshore Mexico. Pride is the leading
shallow water contractor for PEMEX.

Total revenue for the segment was $462 million in 2004, up 22% from 2003.

Western Hemisphere provided 27% of consolidated gross revenue in 2004.

2004 Annual Report
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The Pride Rio de Janeiro offshore Brazil. Pride expects
the Rio and its sister rig, the Pride Portland, to begin
work during 2005. With five semisubmersibles in the
region, Pride is well-positioned to benefit from the
upturn in deepwater drilling demand.



Gulf of Mexico

The Thunder Horse PDQ aboard a transfer carrier. Thunder Horse is the
largest semisubmersible drilling platform in the world and will operate in
5,000 feet of water. Pride is contracted to conduct drilling operations on
the rig. We expect Thunder Horse to be operational in third quarter 2005. 

P
ride’s Gulf of Mexico segment experienced an impres-

sive recovery in 2004, as the movement of additional

rigs from the region and robust commodity prices 

led to significantly higher dayrates and utilization.

Revenues increased 50% over 2003 to $134 million. While the

U.S. Gulf of Mexico accounted for a relatively modest 8% of

consolidated gross revenues, dayrates are increasing rapidly

and the Company has contracted all of its jackups for opera-

tions during the year, providing the Company significant

leverage to this strengthening market. Three of our recently

contracted jackups had been stacked throughout 2004.

Based in Houma, Louisiana, the Gulf of Mexico division

maintains a strong market position with 10 mat-supported

cantilever and slot jackup rigs, nine platform rigs and three

management contracts.

Through 2004 and into 2005, dayrates have improved con-

siderably, with current mat-supported jackup rates bid at record

levels. During 2004, the jackup Pride Mississippi mobilized into

the Gulf and was contracted at higher

rates for 2005. We expect high rates of

utilization and increasing dayrates to

continue through 2005 for these assets.

Platform rigs consist of drilling

equipment and machinery arranged in

modular packages that are transported

to and installed on offshore platforms

owned by oil and gas companies.

Pride’s platform rigs have also benefited from increased

demand in the Gulf of Mexico as our customers look to maxi-

mize production from their existing resource base.

Pride also manages the drilling operations aboard three

deepwater projects in the Gulf of Mexico—the Mad Dog and

Holstein spars, and Thunder Horse PDQ semisubmersible. The

spar rigs Mad Dog and Holstein became operational in early

2004 and we expect Thunder Horse to commence operations 

in the latter half of 2005.

Pride expects revenue and margin growth through 2005 as

high utilization and dayrates drive results. Additionally, with

robust natural gas prices, demand for drilling services should

increase further in 2005.

During 2004, the jackup Pride

Mississippi mobilized into the

Gulf and was contracted at

higher rates for 2005. We

expect high rates of utilization

and increasing dayrates to

continue through 2005 for

these assets.

2004 Annual Report
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Average Gulf of Mexico jackup rates increased 24% in 2004, with large
additional increases already contracted in 2005. The Pride Mississippi,
seen here cantilevered over a platform in the Gulf of Mexico, returned to
the United States from Mexico in the latter part of the year. The Mississippi
shows the typical configuration of our jackup fleet in the Gulf of Mexico.



from high utilization and the redeployment of rigs to higher

margin areas. In Venezuela we expect increased drilling 

activity by Petroleos de Venezuela, S.A (PDVSA), as the

national oil company attempts to reverse the recent years’

reservoir declines. 

In Argentina, we operate 145 rigs at essentially full utiliza-

tion. With strong oil

prices and relaxing gov-

ernmental restraints 

on gas prices, operators

have a renewed interest

in pursuing additional

drilling opportunities.

With demand increasing

through 2004, Pride 

has been implementing

dayrate increases as 

contracts are renewed.

Argentina rig opera-

tions are generally 

conducted in remote

regions of the country

and require substantial

infrastructure and sup-

port. We believe that our

established infrastruc-

ture and scale of opera-

tions provide us with a

competitive advantage

in this market.

The outlook for our Latin America Land division remains

positive through 2005, as higher local natural gas prices further

improve customer demand for drilling services.

T
he Latin America Land division represents a franchise

operation with a unique combination of critical mass

and market share. Boasting a commanding portfolio

of 212 drilling and workover rigs collectively in

Argentina, Bolivia, Brazil, Colombia, Mexico and Venezuela,

Pride operates the largest onshore fleet outside North

America. The Company enjoys signifi-

cant economies of scale through its

dominant presence in its markets,

including a well-developed infrastruc-

ture to service customers’ needs across

the continent. With approximately

6,500 employees, the Latin America Land

division produced revenues of $390

million in 2004, up 13% from the previ-

ous year, accounting for approximately

23% of Pride’s consolidated revenues.

During the second half of 2004, we

experienced increased land drilling

activity in Argentina and Venezuela,

where our operating results benefited

Latin America Land

Pride is the largest drilling contractor in Latin America, operating land rigs
such as PI-242 in Bolivia (above left) and drilling rig PI-314 in Argentina
(above right).

Boasting a commanding portfolio of 212 drilling and workover 

rigs collectively in Argentina, Bolivia, Brazil, Colombia, Mexico 

and Venezuela, Pride operates the largest onshore fleet outside

North America.

2004 Annual Report
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Latin American land revenue increased 13% over
2004, with continuing increases in activity projected
through 2005. Pride owns a market-dominating 
145 rigs in Argentina, where robust activity has 
produced record utilization and dayrates.



2004 Annual Report
14

O
perating throughout Argentina, Bolivia, Brazil,

Colombia, Ecuador, Mexico, Peru and Venezuela,

San Antonio E&P Services provides a broad range

of capabilities such as cementing, fracturing, coiled

tubing services, directional drilling, measurement-while-

drilling, underbalanced drilling, nitrogen injection and

fishing services, as well as integrated services and project

management.

Our E&P Services division

generated revenues of $158.8

million in 2004, up 30% from

the previous year. The division

completed the year on a high

note as successful integrated

service projects in Argentina

and Brazil, and improved

utilization of the fishing and

rental tool businesses resulted

in significantly higher margins

in the second half of 2004.

Activity in this sector also improved due to the increased

provision of cementing services in Mexico, where the work

complements our offshore drilling operations in the country.

In the past year, we have expanded our offshore operations

with the installation of Pride-owned cementing units on eight

of our jackup rigs operating in the Mexican sector of the Gulf

of Mexico.

San Antonio’s offshore Brazil operation expanded its nitro-

gen generation and coiled

tubing services in the second

half of 2004. We expect high

utilization of these assets

through 2005.

In Argentina, the upturn

in land drilling has provided

additional opportunities for

our E&P Services division.

Drilling activity in the region

has led to record utilization

for San Antonio’s service

assets, especially in fishing

tools and pumping operations. San Antonio intends

to pursue organic growth opportunities in these high

margin business lines by adding horsepower and

capacity across Latin America.

We anticipate our E&P Services division will maintain its

high level of business activity in 2005 and achieve improved

pricing, redeployment of under-utilized assets and expansion

of its market presence in the region.

E&P Services

Lighter-than-water concrete was developed by San Antonio for use in
casing depleted or low-pressure reservoirs (top). Such advanced materials
allow San Antonio to economically develop wells with low bottom-hole
pressure. Pride’s E&P Services division provides coiled tubing and other
services throughout Latin America (above).

The division completed the year on a high

note as successful integrated service

projects in Argentina and Brazil, and

improved utilization of the fishing and rental

tool businesses resulted in significantly

higher margins in the second half of 2004.



A
t Pride, safety is more than an operational code of

conduct. It is a company-wide attitude of respect for

ourselves and our co-workers. Pride’s most valued

asset is its cadre 

of approximately 13,700

employees and subcontrac-

tors in more than 30 coun-

tries. Our teams work in

varying, and sometimes

extreme, weather conditions

on rigs that range from small

onshore units to dynamically-

positioned ultra-deepwater

drillships. The Company

continually challenges itself

to provide safe working 

conditions for each employee

through investments in its

policies, procedures, training

and equipment.

During the past year,

Pride once again achieved

safety statistics that were

superior to industry-wide

results and that were also

better than peer-group

results, reflecting a high level

of dedication and focus on

safe practices throughout the

Company. Our total record-

able incidence rate (TRIR—

the ratio of the number 

of injuries per 200,000 

man-hours) was 1.21, 

compared with the industry

average TRIR of 2.21 and our peer-group average of 1.27.

Many of our rigs and base operations accomplished significant

safety milestones during 2004, operating for years without 

a lost-time accident. Of note, the onshore rig PI-258, operating

in Argentina, reached eight years without a lost-time accident,

and the jackup Pride Colorado

reached its nine-year 

milestone.

It is not just statistics that

reflect our success in this

endeavor. During 2004, the

U.S. Minerals Management

Service also recognized the

crew of the Gulf of Mexico-

based jackup Pride Florida

with its Safety Award for

Excellence honoring rig 

personnel for their efforts 

to enhance safety opera-

tions and environmental 

protection. The rig’s client,

ChevronTexaco, also named

Pride the Outstanding

Drilling Contractor in

Health, Safety and

Environmental perform-

ance for the previous year.

Our focus on safety 

performance should drive

further improvement in 

2005 through the establishment of aggressive goals and objec-

tives, increased commitment to safety training to further

advance safety leadership, and improved information flow.

Safety is a vital aspect of Pride’s operating culture and work

environment.

Safety Culture

During the past year, Pride once again achieved safety statistics that were

superior to industry-wide results and that were also better than peer-group

results, reflecting a high level of dedication and focus on safe practices

throughout the Company.

At Pride, safety is more than an operational code of conduct. It is a 
Company-wide attitude of respect for ourselves our co-workers.
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Board of Directors Executive Officers

Robert L. Barbanell, 74, became a director of Pride in connection
with Pride’s acquisition of Marine Drilling Companies, Inc. in September
2001. From September 2001 to June 2003, he served as Pride’s chairman
of the board. Mr. Barbanell was a director of Marine from June 1995 
until September 2001. Mr. Barbanell has served as president of Robert L.
Barbanell Associates, Inc., a financial consulting firm, since July 1994. 
He is also a director of Cantel Medical Corp. 

Paul A. Bragg, 49, has been chief executive officer and a director of
Pride since March 1999. From February 1997 to January 2004 and from
September 2004 to present, he also served as president of Pride. Previously,
he was chief operating officer from February 1997 to April 1999. He joined
Pride in July 1993 as its vice president and chief financial officer. From
1988 until he joined Pride, Mr. Bragg was an independent business con-
sultant and managed private investments. He previously served as vice
president and chief financial officer of ENSCO International Incorporated,
an oilfield services company, from 1983 through 1987. 

David A. B. Brown, 61, became a director of Pride in September 2001
in connection with Pride’s acquisition of Marine. Mr. Brown was a direc-
tor of Marine from June 1995 until September 2001. Mr. Brown has
served as president of The Windsor Group, Inc., a strategy consulting
firm, since 1984. Mr. Brown was chairman of the board of the Comstock
Group, Inc. from 1988 to 1990. Mr. Brown is a director of EMCOR Group,
Inc., Layne Christensen Company, NS Group, Inc. and Mission 
Resources Inc. 

David B. Robson, 65, became a director of Pride in September 2001 in
connection with Pride’s acquisition of Marine. Mr. Robson was a director
of Marine from May 1998 until September 2001. From August 1996 until
his retirement in February 2004, Mr. Robson served as chairman of the
board and chief executive officer of Veritas DGC Inc., a geophysical service
provider to the petroleum industry. Prior thereto, he held similar positions
with Veritas Energy Services Inc. and its predecessors since 1974. He is
chairman of Vada Capital, Inc., a family-owned private equity firm. 

Louis A. Raspino, 52

Executive Vice President
and Chief Financial Officer

John R. Blocker, Jr., 53

Executive Vice President –
Operations

Bruce E. Kain, 57

Vice President –
Quality, Health, 
Safety and Environment

W. Gregory Looser, 35

Senior Vice President ,
General Counsel and
Secretary

Kevin C. Robert, 46

Vice President –Marketing

Bobby E. Benton, 53

Vice President –Western
Hemisphere Operations

Lonnie Bane, 46

Senior Vice President –
Human Resources

David A. Bourgeois, 59

Vice President –U.S. 
Gulf of Mexico Operations

Mario Kricorian, 56

Vice President –
Latin American Operations

Steven D. Oldham, 36

Vice President and Treasurer

Ralph D. McBride, 58, has been a director of Pride since September
1995. Mr. McBride has been a partner with the law firm of Bracewell &
Giuliani, L.L.P. in Houston, Texas, since 1980.

Gary W. Casswell, 51

Vice President–Eastern
Hemisphere Operations

Imran (Ron) Toufeeq, 48

Vice President –Engineering
and Technical Support

Robert E. Warren, 58

Vice President–
Investor Relations

Carlos Etcheverry, 40

Vice President –
E&P Services

William E. Macaulay, 59, has been a director of Pride since July 1999
and became chairman of the board of Pride in June 2003. Mr. Macaulay 
is chairman and chief executive officer of First Reserve Corporation 
and First Reserve GP IX, Inc., which manage three investment funds 
that have owned an aggregate 6.5% of the outstanding Pride common
stock as of March 31, 2005. He is a director of the following SEC reporting
companies: Weatherford International Ltd.; Foundation Coal Holdings,
Inc.; Alpha Natural Resources, Inc.; Dresser-Rand Group, Inc. and Dresser,
Inc. Mr Macaulay is retiring from the Pride board of directors effective as
of the 2005 annual stockholders meeting.

Jorge E. Estrada, 57, has been a director of Pride since October 1993.
Since January 2002, Mr. Estrada has been employed by Pride for business
development in Latin America. For more than five years, Mr. Estrada 
has been president and chief executive officer of JEMPSA Media and
Entertainment, a company specializing in the Spanish and Latin American
entertainment industry. Previously, Mr. Estrada served as president of
Geosource, Inc.’s worldwide drilling division and vice president of its
exploration division in Latin America. Mr. Estrada is not standing for 
re-election as a Pride director at the 2005 annual stockholders meeting.

J. C. Burton, 66, became a director of Pride in September 2001 in con-
nection with Pride’s acquisition of Marine. Mr. Burton was a director of
Marine from May 1998 until September 2001. He served in various engi-
neering and managerial positions with Amoco Corporation, an integrated
energy company, from 1963 until his retirement in March 1998. Most
recently, he was the president of the international operations group for
Amoco Exploration and Production Company. He currently serves as 
a director of NS Group, Inc. 

Douglas G. Smith, 36

Vice President , Controller 
and Chief Accounting Officer

Directors and Executive Officers
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PRIDE INTERNATIONAL, INC.

Selected Financial Data

We have derived the following selected consolidated financial information as of December 31, 2004 and 2003, and for each of 
the years in the three-year period ended December 31, 2004, from our audited consolidated financial statements. The consolidated
financial information for the years from 2000 to 2003 and for the first nine months of 2004 has been restated. For a further discus-
sion of the restatement and the 2004, 2003 and 2002 restatement amounts, please read Note 2 of our Notes to Consolidated
Financial Statements. We have presented in the notes to the table below the impact of the restatement on 2000 and 1999 income
from continuing operations. The following selected consolidated financial information excludes our fixed-fee rig construction 
business, which is presented as discontinued operations in our consolidated financial statements for all periods. The selected 
consolidated financial information below should be read together with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in this annual report and our consolidated financial statements and related notes.

Year Ended December 31,
2004 2003(1) 2002(1) 2001(1) 2000(1)

(In thousands, except per share amounts) (Restated) (Restated) (Restated) (Restated)

Statement of Operations Data:
Revenues $ 1,712,200 $ 1,565,806 $ 1,180,016 $ 1,501,075 $ 1,173,038
Operating costs, excluding depreciation 

and amortization 1,146,760 1,039,798 760,065 937,685 751,044
Depreciation and amortization 265,307 250,883 231,479 203,456 178,644
General and administrative, excluding 

depreciation and amortization (2) 74,851 56,263 41,140 74,764 53,235
Impairment charges (3) 24,898 — — — —
(Gain) loss on sale of assets, net (4) (48,593) 453 (438) (1,393) (3,718)
Earnings from operations 248,977 218,409 147,770 286,563 193,833
Other expense, net (5) (150,661) (123,666) (137,774) (132,298) (102,330)
Income from continuing operations before 

income taxes and minority interest 98,316 94,743 9,996 154,265 91,503
Income tax provision 61,732 33,982 3,405 50,044 34,188
Minority interest 22,311 19,896 15,728 15,139 10,443
Income (loss) from continuing operations $ 14,273 $ 40,865 $ (9,137) $ 89,082 $ 46,872
Income (loss) from continuing operations per share:

Basic $ 0.11 $ 0.30 $ (0.07) $ 0.68 $ 0.38
Diluted $ 0.10 $ 0.30 $ (0.07) $ 0.67 $ 0.37

Shares used in per share calculations:
Basic 135,821 134,704 133,305 131,630 123,038
Diluted 137,301 154,737 133,305 142,778 126,664

Balance Sheet Data:
Working capital $ 133,625 $ 79,933 $ 150,193 $ 71,013 $ 122,757
Property and equipment, net 3,281,848 3,463,300 3,492,266 3,472,708 2,706,499
Total assets 4,308,324 4,377,095 4,399,981 4,286,208 3,421,267
Long-term debt and leases, net of current portion 1,686,251 1,815,078 1,886,447 1,725,856 1,326,623
Stockholders’ equity 1,716,062 1,701,855 1,697,562 1,693,171 1,441,110

(1) We restated our consolidated financial information for 2003, 2002, 2001 and 2000 and for the nine months ended September 30, 2004 to correct certain errors related

primarily to transactions initially recorded in periods from 1999 to 2002, but affecting periods from 1999 through 2004. The errors relate to adjustments to the 2001

acquisition of the interest we did not own in the Pride Carlos Walter and Pride Brazil and the calculation of charges associated with the subsequent refinancing of the

debt; under- and over-depreciation of certain rigs constructed or acquired in 1999; depreciation related to rig transfers; the recording of the foreign exchange calculation

of the inventory valuation in Colombia in 1999; an error in a tax provision in 2002; a net gain reported in 2000 resulting from a casualty loss in 1999; and adjustments
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related to the reconciliation of certain accounts payable and the reclassification of certain finance charges. The cumulative effect of the errors resulted in a reduction of

loss from continuing operations in 2003 of approximately $0.8 million, an increase in income from continuing operations in 2002 of approximately $1.2 million, and a

decrease in income from continuing operations in 2001 and 2000 of approximately $2.0 million and $2.1 million, respectively. The operating results also include the

reclassification of certain costs from general and administrative to operating costs and, with respect to our former Technical Services segment, the classification of (a) the

revenues and costs for Technical Services related to our customers in our corporate and other segment and (b) the costs associated with managing special periodic surveys

and shipyard work for our fleet in the operating segment managing the rig. The following table sets forth the financial impact of these matters for 2001 and 2000:

Year Ended December 31,
2001 2000

As Reported Restated As Reported Restated
(In thousands, except per share amounts)

Income from continuing operations $ 91,521 $ 89,082 $ 48,922 $ 46,872
Income from continuing operations per share:

Basic 0.70 0.68 0.40 0.38
Diluted 0.68 0.67 0.39 0.37

Total assets (end of period) 4,291,207 4,286,208 3,423,059 3,421,267
Stockholders’ equity (end of period) 1,696,086 1,693,171 1,441,995 1,441,110

(2) General and administrative for the year ended December 31, 2001 includes $35.8 million of pooling and merger costs in connection with our acquisition of Marine

Drilling Companies, Inc. in September 2001.
(3) During 2004, we decided to retire and scrap 16 stacked land rigs and nine stacked shallow water platform rigs. These retirements and a loss on impairment of an 

inactive land rig and other equipment resulted in an impairment charge of $24.9 million.
(4) During 2004, we sold three jackup rigs that resulted in gains on sales of approximately $50.8 million.
(5) During 2004, we recognized $36.3 million of refinancing charges associated with the retirement of debt obligations.
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The table below presents information about our offshore rig fleet as of March 1, 2005:

OFFSHORE RIGS
Built/Updated Water Depth Drilling Depth

or Expected Rating Rating
Rig Name Rig Type/Design Completion (Feet) (Feet) Location Status

DRILLSHIPS – 2
Pride Africa (1) Gusto 10,000 1999 10,000 30,000 Angola Working
Pride Angola (1) Gusto 10,000 1999 10,000 30,000 Angola Working

SEMISUBMERSIBLE RIGS – 12
Pride North America Bingo 8000 1999 7,500 25,000 Angola Working
Pride South Pacific Blohm & Voss 1974/1999 6,500 25,000 Congo Working
Pride Portland (2) Amethyst 2004 5,600 25,000 Curaçao Available
Pride Rio de Janeiro (2) Amethyst 2004 5,600 25,000 Brazil Committed
Pride Brazil Amethyst 2001 5,000 25,000 Brazil Working
Pride Carlos Walter Amethyst 2000 5,000 25,000 Brazil Working
Pride South America Amethyst 1987/1996 4,000 20,000 Brazil Working
Pride Mexico Neptune Pentagon 1973/1995 2,625 22,000 Mexico Working
Pride South Atlantic F&G Enhanced Pacesetter 1982 1,500 25,000 Brazil Working
Pride Venezuela F&G Enhanced Pacesetter 1982/2001 1,500 25,000 Libya Working
Pride South Seas Aker H-3 1977/1997 1,000 20,000 Mexico Working
Pride North Sea Aker H-3 1975/2001 1,000 25,000 Libya Working

JACKUP RIGS – 29
Pride Cabinda Independent leg, cantilever 1983 300 25,000 Angola Working
Pride Hawaii Independent leg, cantilever 1975/1997 300 30,000 Malaysia Working
Pride Pennsylvania Independent leg, cantilever 1973/1998 300 20,000 India Working
Pride Tennessee Independent leg, cantilever 1981 300 25,000 Mexico Working
Pride Montana Independent leg, cantilever 1980/2001 270 20,000 Saudi Arabia Working
Pride North Dakota Independent leg, cantilever 1981/2002 250 30,000 Saudi Arabia Contracted
Pride Wisconsin Independent leg, slot 1976/2002 300 30,000 Mexico Working
Pride Texas Mat-supported, cantilever 1999 300 20,000 Mexico Working
Pride Alaska Mat-supported, cantilever 1982/2002 250 25,000 Mexico Working
Pride Kansas Mat-supported, cantilever 1999 250 25,000 USA Working
Pride Missouri Mat-supported, cantilever 1981 250 20,000 USA Working
Pride Alabama Mat-supported, cantilever 1982 200 25,000 Mexico Working
Pride Arkansas Mat-supported, cantilever 1982 200 25,000 Mexico Working
Pride Colorado Mat-supported, cantilever 1982 200 25,000 Mexico Working
Pride Florida Mat-supported, cantilever 1981 200 20,000 USA Working
Pride Mississippi Mat-supported, cantilever 1981/2002 200 25,000 USA Working
Pride Nebraska Mat-supported, cantilever 1981/2002 200 20,000 Mexico Working
Pride Nevada Mat-supported, cantilever 1981/2002 200 20,000 Mexico Working
Pride New Mexico Mat-supported, cantilever 1982 200 25,000 USA Working
Pride South Carolina Mat-supported, cantilever 1980/2002 200 20,000 Mexico Working
Pride Utah Mat-supported, cantilever 1978/2002 80 16,000 USA Contracted
Pride Arizona Mat-supported, slot 1981/1996 250 25,000 USA Working
Pride California Mat-supported, slot 1997/2002 250 20,000 Mexico Working
Pride Georgia Mat-supported, slot 1981/1995 250 20,000 USA Working
Pride Louisiana Mat-supported, slot 1981/2002 250 25,000 Mexico Working
Pride Michigan Mat-supported, slot 1975/2002 250 25,000 USA Working
Pride Oklahoma Mat-supported, slot 1996/2002 250 20,000 Mexico Working
Pride Wyoming Mat-supported, slot 1976 250 25,000 USA Contracted
Pride Rotterdam Accommodation unit 1975/1992 205 — North Sea Working

TENDER-ASSISTED RIGS – 5
Pride Ivory Coast Self-erecting barge 1994 650 20,000 Ivory Coast Working
Piranha(3) Self-erecting barge 1978/1998 600 20,000 Malaysia Working
Ile de Sein(3) Self-erecting barge 1981/1997 450 16,000 Indonesia Working
Barracuda Self-erecting barge 1982 330 20,000 Angola Contracted
Alligator Self-erecting barge 1982/2004 330 20,000 Angola Working

PRIDE INTERNATIONAL, INC.

Rig Fleet
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Built/Updated Water Depth Drilling Depth
or Expected Rating Rating

Rig Name Rig Type/Design Completion (Feet) (Feet) Location Status

BARGE RIGS – 3
Pride I (4) Floating cantilever 1994 150 20,000 Venezuela Working
Pride II (4) Floating cantilever 1994 150 20,000 Venezuela Working
Bintang Kalimantan Swamp barge 1983 N/A 16,000 Nigeria Working

PLATFORM RIGS – 12
Rig 1501E Heavy electrical 1996 N/A 25,000 USA Working
Rig 1502E Heavy electrical 1998 N/A 25,000 USA Working
Rig 1503E Heavy electrical 1997/2003 N/A 20,000 USA Shipyard
Rig 1002E Heavy electrical 1996 N/A 20,000 Mexico Working
Rig 1003E Heavy electrical 1996 N/A 20,000 Mexico Working
Rig 1005E Heavy electrical 1998 N/A 20,000 Mexico Working
Rig 1006E Heavy electrical 2001 N/A 20,000 USA Available
Rig 650E Intermediate electrical 1994 N/A 15,000 USA Available
Rig 651E Intermediate electrical 1995 N/A 15,000 USA Working
Rig 653E Intermediate electrical 1995 N/A 15,000 USA Available
Rig 210 Intermediate mechanical 1996 N/A 15,000 USA Working
Rig 14 Light mechanical 1994 N/A 10,000 USA Working

MANAGED RIGS – 8 (5)

Semisubmersible Rigs
Leiv Eiriksson Bingo 9000 2001 8,200 30,000 Angola Working
Thunder Horse Ultra-heavy electrical 2004 N/A 30,000 USA Working

Jackup Rigs
GP-20 Independent leg, cantilever 1982 200 20,000 Venezuela Working
GP-19 Independent leg, cantilever 1981 150 20,000 Venezuela Working

Platform Rigs
Kizomba A Ultra-heavy electrical 2003 N/A 30,000 Angola Working
Kizomba B Ultra-heavy electrical 2004 N/A 30,000 Angola Working
Holstein Ultra-heavy electrical 2004 N/A 30,000 USA Working
Mad Dog Ultra-heavy electrical 2004 N/A 30,000 USA Working

(1) Owned by a joint venture in which we have a 51% interest. 
(2) Owned by a joint venture in which we have a 30% interest. 
(3) We have entered into an agreement to sell the units subject to various conditions, some of which may be difficult to satisfy. Accordingly, the sale may not be completed.
(4) Petróleos de Venezuela, S.A. (“PDVSA”) has an option to purchase the rig upon the occurrence of certain events for a purchase price that will not be more than

$16 million nor less than $8 million as determined by an independent appraiser.
(5) Managed by us, but owned by others. 

LAND RIGS
Total Drilling Workover

SOUTH AMERICA – 212
Argentina 145 49 96
Venezuela 33 6 27
Colombia 20 12 8
Bolivia 6 4 2
Brazil 5 1 4
Ecuador 1 1 —
Mexico 2 — 2

OTHER INTERNATIONAL – 15
Chad 5 3 2
North Africa 3 3 —
Russia/Kazakhstan 3 3 —
Other 4 4 —

Total Land-Based Rigs 227 86 141
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PRIDE INTERNATIONAL, INC.

Management’s Discussion and Analysis of Financial Condition 

The following discussion and analysis should be read in conjunction with our consolidated financial statements and related
notes included in this annual report. The following information contains forward-looking statements.

We restated our consolidated financial information for 2003, 2002, 2001 and 2000 and for the nine months ended September 30,
2004 to correct certain errors related primarily to transactions initially recorded in periods from 1999 to 2002, but affecting periods
from 1999 through 2004. The errors relate to adjustments to the 2001 acquisition of the interest we did not own in the Pride Carlos
Walter and Pride Brazil and the calculation of charges associated with the subsequent refinancing of the debt; under- and over-
depreciation of certain rigs constructed or acquired in 1999; depreciation related to rig transfers; the recording of the foreign
exchange calculation of the inventory valuation in Colombia in 1999; an error in a tax provision in 2002; a net gain reported in 2000
resulting from a casualty loss in 1999; and adjustments related to the reconciliation of certain accounts payable and the reclassification
of certain finance charges. The cumulative effect of the errors resulted in a reduction of loss from continuing operations in 2003 of
approximately $0.8 million, an increase in income from continuing operations in 2002 of approximately $1.2 million and a decrease in
income from continuing operations in 2001 and 2000 of approximately $2.0 million and $2.1 million, respectively. The following
discussion reflects the restatement. See Note 2 of our Notes to Consolidated Financial Statements in this annual report.

Overview
We provide contract drilling and related services to oil and gas companies worldwide, operating both offshore and on land. As

of March 1, 2005, we operated a global fleet of 290 rigs, including two ultra-deepwater drillships, 12 semisubmersible rigs, 29 jackup
rigs, 20 tender-assisted, barge and platform rigs and 227 land-based drilling and workover rigs. We operate in more than 30 countries
and marine provinces.

In January 2004, we reorganized our reporting segments to achieve a more rational geographic distribution and to better define
lines of accountability and responsibility for the sectors of our business. We now have five principal segments: Eastern Hemisphere,
which comprises our offshore and land drilling activity in Europe, Africa, the Middle East, Southeast Asia, Russia and Kazakhstan;
Western Hemisphere, which comprises our offshore drilling activity in Latin America, currently Brazil, Mexico and Venezuela; 
U.S. Gulf of Mexico, which comprises our U.S. offshore platform and jackup rig fleets; Latin America Land; and E&P Services.

The markets for our drilling, workover and related E&P services are highly cyclical. Variations in market conditions during the
cycle impact us in different ways depending primarily on the length of drilling contracts in different regions. Contracts in the
U.S. Gulf of Mexico, for example, tend to be short-term, so a deterioration or improvement in market conditions tends to impact
our operations quickly. Contracts in our Eastern and Western Hemisphere segments tend to be longer term. Accordingly, short-term
changes in market conditions may have little or no short-term impact on our revenues and cash flows from those operations unless
the market changes occur during a period when we are attempting to renew a number of those contracts.

During 2004, we focused our efforts on reducing debt, managing cash flow and evaluating our assets to increase return on
invested capital. As part of this strategy, during the fourth quarter of 2004, we sold a jackup rig, the Pride West Virginia, for $60 million.
Additionally, we sold two stacked jackup rigs, the Pride Illinois and the Pride Kentucky, which we did not believe to be suitable rigs for
upgrade, for $11 million to a buyer that intends to convert the rigs to mobile production units. We used the proceeds from these
transactions to repay debt. The asset sales, combined with reductions in working capital resulting from our cash flow management
efforts and with cash flows from operations, resulted in debt reduction during 2004 of approximately $300 million. During the first
quarter of 2005, one of our French subsidiaries sold a jackup rig, the Pride Ohio, and received approximately $40 million in cash, which
we also used to repay debt. We also decided to retire and scrap 16 stacked land rigs and nine stacked platform rigs during 2004 as the
anticipated future cash flows did not justify the investment necessary to reactivate the rigs. 

In July 2004, we completed a private offering of $500 million principal amount of 7 3/8% Senior Notes due 2014 and entered
into new senior secured credit facilities consisting of a $300 million term loan and a $500 million revolving credit facility. The net
proceeds from these transactions were used to retire existing indebtedness.

In addition, in April 2004, we completed a refinancing of the drillship loan facilities through our joint venture company that
owns the ultra-deepwater drillships Pride Africa and Pride Angola. The new drillship credit facility provides for a total credit
commitment of $301.4 million, of which a $278.9 million term loan was funded at closing and $22.5 million was drawn in August
2004. Funds at closing, together with $15.4 million of previously restricted cash, were used to (1) refinance the outstanding
principal balance on the prior drillship loans of $172.6 million, (2) repay $103.6 million of loans due from the joint venture company
to us, (3) repay $10.0 million of indebtedness of the joint venture company to the joint venture partner, and (4) pay loan transaction
costs of $3.1 million. The $22.5 million drawn in August 2004 was used to repay additional loans due from the joint venture
company to us. The funds paid to us were used to reduce our other outstanding debt and improve liquidity.



2004 Annual Report
23

In December 2004, we used the proceeds from the sale of the Pride West Virginia, cash flows from operations and borrowings
under our revolving credit facility to repay approximately $138.5 million of semisubmersible loans. The semisubmersible loans
were previously secured by the Pride Carlos Walter and the Pride Brazil.

In 2004, we applied to the French Labor Ministry for a Progressive Retirement Plan (“PRP”) under which qualified employees 
of our French subsidiaries who reach the age of 55 during the PRP’s enrollment period can accelerate their retirement with our
funding a portion of the benefits. The cost of the PRP will be recognized over the estimated remaining service period of the
employees. We estimate that the cost of the PRP over the next three years will not exceed approximately $6.5 million.

In late 2001, we commenced the first of four major deepwater platform rig construction projects. The rigs were constructed on
behalf of two major oil company customers under lump-sum contracts. As previously reported, we experienced significant cost
overruns on these projects, and total costs on each of the four projects substantially exceeded contract revenues. Accordingly, in
2003 we recorded provisions for losses on these projects totaling $98.4 million. During 2004, we recorded additional loss provisions
on these projects totaling $27.3 million, resulting in a cumulative loss of $125.7 million. The additional losses in 2004 resulted from 
a revision of previous estimates due principally to completion issues at the shipyard constructing the final two rigs and renegotiations
of commercial terms with certain shipyards, equipment vendors and other subcontractors. We completed construction of these rigs
in 2004. We do not currently intend to enter into additional business of this nature. Accordingly, we have reported our fixed-fee rig
construction business as discontinued operations in our consolidated statement of operations for all periods.

Business Environment and Outlook
General

Revenues. Our revenues depend principally upon the number of our available rigs, the number of days these rigs are utilized
and the contract day rates received. The number of days our rigs are utilized and the contract day rates received are largely
dependent upon the balance of supply and demand for drilling and related services in the different geographic regions in which 
we operate. The number of available rigs may increase or decrease as a result of the acquisition, relocation or disposal of rigs,
the construction of new rigs and the number of rigs being upgraded or repaired or undergoing periodic surveys or routine
maintenance at any time. In order to improve utilization or realize higher contract day rates, we may mobilize our rigs from one
market to another.

Oil and gas companies’ exploration and development drilling programs drive the demand for drilling and related services.
These drilling programs are affected by their expectations about oil and natural gas prices, anticipated production levels, demand
for crude oil and natural gas products, government regulations and many other factors. Oil and gas prices are volatile, which has
historically led to significant fluctuations in expenditures by our customers for oil and gas drilling and related services.

Operating Costs. Earnings from operations are primarily affected by changes in revenue, but are also a function of changes in
operating costs. Operating costs are generally influenced by changes in utilization. For instance, if a rig is expected to be idle for an
extended period of time, we may reduce the size of the rig’s crew and take steps to “cold stack” the rig, which reduces expenses
and partially offsets the impact on operating income associated with loss of revenues. We recognize as an operating cost routine
overhauls that maintain rather than upgrade the rigs or E&P services equipment. These expenses vary from period to period. Costs
of rig enhancements are capitalized and depreciated over the expected useful lives of the assets. Depreciation expense decreases
earnings from operations in periods subsequent to capital upgrades.

General and Administrative. Our general and administrative expenses are principally related to our corporate headquarters and
the administrative functions of our regional offices. In 2004, we reclassified certain costs, such as engineering, procurement, safety
and field offices, from general and administrative to operating costs to more closely align our presentation to that of our industry
peers. We have reclassified prior periods to conform to this presentation.

Environmental Regulation. Our operations and activities are subject to numerous environmental laws and regulations, including
the U.S. Oil Pollution Act of 1990, the U.S. Outer Continental Shelf Lands Act, and the Comprehensive Environmental Response,
Compensation and Liability Act. Additionally, other countries where we operate have similar laws and regulations covering the
discharge of oil and other contaminants in connection with drilling operations.
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Segment Review
The following table summarizes average daily revenue per rig and percentage utilization by type of offshore rig for the last three

years. Average daily revenue information is based on total revenues for each rig type divided by actual days worked by all rigs of
that type. Average daily revenue will differ from average contract dayrate for a rig due to billing adjustments for any non-productive
time, mobilization fees, performance bonuses and charges to the customer for ancillary services. Percentage utilization for offshore rigs
is calculated as the total days worked divided by the total days in the period of determination for the rig count for all rigs of that type.

2004 2003 2002
Daily Daily Daily

Revenue Utilization Revenue Utilization Revenue Utilization

Eastern Hemisphere
Drillships/Semisubmersible $ 149,900 90% $ 147,800 98% $ 157,500 79%
Jackup 51,500 92 52,300 94 48,000 89
Tenders and Barges 41,200 76 38,600 76 38,100 92

Western Hemisphere
Semisubmersibles 82,900 95 89,300 78 96,100 89
Jackups 40,300 97 36,300 99 34,200 100
Platforms 22,300 99 23,300 99 22,300 99
Barges 20,400 99 20,700 100 22,000 100

U.S. Gulf of Mexico
Jackup 31,500 80 23,500 46 23,200 37
Platforms(1) 20,000 72 18,500 27 20,100 35

(1) We decided to retire and scrap nine platform rigs from service in the fourth quarter of 2004. As the retired rigs were idle for all periods presented, we have omitted those

rigs from the available rig count and our calculation of utilization for the periods.

Eastern Hemisphere
As of March 1, 2005, our Eastern Hemisphere segment comprised two ultra-deepwater drillships, four semisubmersible rigs, 

six jackup rigs, six tender assisted and barge rigs, 15 land rigs and three rigs managed for other parties.
Drillships. The two ultra-deepwater drillships Pride Africa and Pride Angola are working under contracts that were extended in

December 2003 by an aggregate of ten years at similar rates, commencing at the end of the contracts’ current terms in June 2005 and
May 2005, respectively. Other than downtime related to five-year special periodic surveys, we maintained essentially full utilization
of the drillships in 2004. The Pride Africa was out of service for approximately 40 days during the fourth quarter of 2004, and the
Pride Angola is expected to be out of service for approximately 45 days during the second quarter of 2005, undergoing their surveys.

Semisubmersibles. The Eastern Hemisphere market for semisubmersible rigs improved significantly during the fourth quarter of
2004 after being weak during the first half of the year. When the contract for the Pride South Pacific expired in April 2004, we
obtained a new contract at a substantially lower dayrate. Following the completion of that contract, we were able to contract the rig
at a substantially higher dayrate beginning in December 2004. Upon expiration of the current contract, the Pride South Pacific is
expected to be out of service for approximately 45 days during the second quarter of 2005 to undergo its five-year special periodic
survey, after which we expect it to return to work offshore West Africa. The Pride North America working offshore Angola received
an extension through August 2005 at a substantially lower day rate. We have, however, agreed to terms to operate the rig in the
Mediterranean at a substantially higher dayrate, with operations expected to commence in early 2006. The Pride North Sea,
operating offshore Libya, began a new contract in October 2004 for a period of 330 days. During the fourth quarter of 2004, we
transferred the previously idle Pride Venezuela from the Western Hemisphere to the Eastern Hemisphere for a 300-day contract
offshore Libya that started in January 2005. The Pride South Seas was mobilized from Mexico to South Africa in the first quarter of
2005 to begin a one-year contract in June 2005, following its special periodic survey. We believe the improving market conditions
for semisubmersibles will continue in 2005 as development drilling commences on a number of major oil discoveries, particularly
in the deepwater markets, thereby tightening the rig supply and increasing dayrates throughout the segment.

Jackups. The market for jackups is currently improving. The Pride Montana operating offshore Saudi Arabia began a new three-
year contract in June 2004. The Pride North Dakota completed its work in Nigeria in November 2004 and, following the completion
of a special periodic survey, scheduled upgrades and maintenance, is to begin a new three-year contract offshore Saudi Arabia in
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April 2005. The Pride Pennsylvania, which is working under a long-term contract expiring in June 2006, underwent its special
periodic survey and was not receiving its contract dayrate for 92 days during 2004. The jackup rig Pride Cabinda is working offshore
Angola under a long-term contract expiring in August 2005, and we expect to extend the contract at a moderately increased
dayrate. The Pride Rotterdam, an accommodation unit, is working in the North Sea under a contract that expires in March 2006.

Other Rigs. In June 2004, we acquired the ownership interest in the tender-assisted rig Al Baraka I that we did not already own.
The Al Baraka I, renamed the Pride Ivory Coast, was in the shipyard for all of 2004 to complete a special periodic survey and
upgrades. The Pride Ivory Coast started its new contract in March 2005 after a delay due to civil disruption. In addition, we had
nearly full utilization of the five land rigs working in Chad, one rig operating in France and one rig operating in Pakistan. One
of our two large land rigs in Kazakhstan worked throughout the 2004 drilling season. In July 2004, the other rig working in
Kazakhstan completed its contract and is currently idle. The remaining six Eastern Hemisphere land rigs are also idle. During the
fourth quarter of 2004, we determined that the anticipated revenue of one of our land rigs compared to the operating costs of the
rig did not support its net book value. Accordingly, we recognized an impairment charge of approximately $4.6 million to write
down the carrying value of the rig to its estimated fair value.

Western Hemisphere
As of March 1, 2005, we had eight semisubmersible rigs, 13 jackup rigs, three platform rigs, two lake barge rigs and two

managed rigs in our Western Hemisphere segment. Revenue and income from operations for our Western Hemisphere segment 
for 2004 were higher than in 2003 primarily due to the mobilization of a semisubmersible rig, five jackup rigs and a platform rig to
Mexico from the U.S. Gulf of Mexico fleet during the second half of 2003 and higher operating efficiency for our semisubmersible
rigs in Brazil. While the current Western Hemisphere market for intermediate water-depth semisubmersible rigs is strengthening,
we have experienced stronger demand in the Eastern Hemisphere. As a result, we mobilized the Pride Venezuela to Libya in the
fourth quarter 2004 and the Pride South Seas to South Africa in the first quarter 2005.

We expect revenues and earnings from operations for our Western Hemisphere segment to be slightly lower in 2005 than in 2004
due primarily to fewer rigs in service as a result of the transfer of the Pride South Seas from Mexico to South Africa and the Pride
Mississippi from Mexico to the U.S. Gulf of Mexico, and from scheduled downtime for platform rigs between contracts in Mexico.
We are expecting better utilization of the Pride South Atlantic offshore Brazil, and we currently expect market conditions in Brazil to
result in contracts for both the Pride Rio de Janeiro and the Pride Portland during 2005. During the first quarter of 2005, we entered
into a letter of commitment for a three-month drilling contract for the Pride Rio de Janeiro that would begin in April 2005. The timing
and terms under which the Pride Portland and the Pride Rio de Janeiro are contracted could have a significant impact on our results.

U.S. Gulf of Mexico
As of March 1, 2005, our rig fleet in the U.S. Gulf of Mexico segment comprised 10 jackup rigs and nine platform rigs. Additionally,

we manage two high specification deepwater platform rigs owned by the customers. During 2004, demand for drilling services in the
U.S. Gulf of Mexico continued to improve, resulting in higher revenue and income from operations. Market conditions also have
improved due to the reduction in the supply of rigs as a number of rigs left the U.S. Gulf of Mexico for other markets.

Jackups in the U.S. Gulf of Mexico are currently being contracted at rates of approximately $20,000 per day higher than at the
start of 2004. In response to the improved rate environment that has existed in the U.S. Gulf of Mexico since the third quarter of
2004, we have reactivated a number of idle jackup rigs in our U.S. Gulf of Mexico fleet and currently have all of our available rigs
under contract, including the Pride Mississippi, which was recently mobilized from Mexico to begin a new contract in February 2005.
We expect revenues and operating margins from our U.S. Gulf of Mexico operations in 2005 to exceed those for 2004 due to
additional rigs working and improved dayrates. Although current market conditions in the U.S. Gulf of Mexico have been steadily
improving, the U.S. Gulf of Mexico is still primarily a spot market characterized by short-term contracts, and market conditions can
change rapidly.

We currently have five of our platform rigs working. An additional platform rig, which had worked for most of the third
quarter, sustained significant damage from Hurricane Ivan in September 2004. We recognized a charge for damage to the rig of
approximately $3.2 million during the third quarter of 2004. We are currently evaluating the marketing opportunities and the
related cost to repair the rig. We commenced operations in July 2004 and September 2004, respectively, on two deepwater platform
rigs owned by the customer. During 2004, we evaluated our idle platform rigs and determined that the anticipated cash flow did
not justify the investment necessary to reactivate the rigs. Accordingly, we decided to retire nine stacked platform rigs in the
fourth quarter of 2004 and recognized an impairment charge of approximately $3.5 million.
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Latin America Land
As of March 1, 2005, our Latin America Land segment comprised 212 land drilling and workover rigs operating in Argentina,

Bolivia, Brazil, Colombia, Ecuador, Mexico and Venezuela. During 2004, we experienced increased land drilling activity in
Argentina and Venezuela, where our active rig fleets increased by eight rigs to 138 rigs and four rigs to 25 working rigs,
respectively. We experienced a combined reduction of four active rigs in Colombia and Bolivia, of which two have now been
moved from Bolivia to Argentina. During 2004, we decided to retire and scrap 16 stacked land rigs in the segment.

The outlook for our Latin America Land segment remains positive into 2005. We expect high levels of activity in Argentina,
Venezuela and Bolivia. Demand in Bolivia has increased in 2005 due to an increase in demand for natural gas. We expect
Colombia’s business activity to remain steady, but we expect very little activity in Ecuador.

E&P Services
During 2004, business activity and revenues continued to increase due to increased activity in Mexico, Brazil and Venezuela as

well as to a high level of integrated services work in Argentina and Brazil. We anticipate our E&P Services segment will maintain
its high level of business activity in 2005 in all of its business lines with improving margins in pumping and directional services, as
well as integrated services projects.

Technical Services
The operations of the Technical Services group have been concentrated on completing the final of four rigs pursuant to fixed-fee

contracts to design, engineer, manage construction of and commission specialized drilling rigs for two of our significant customers.
The first rig was completed and delivered in 2003, and the other three rigs were completed and delivered in 2004.

We have experienced significant cost overruns on these projects, and the total costs on each of the four projects has substantially
exceeded contract revenues. Accordingly, in 2003 we recorded provisions for losses on these projects totaling $98.4 million. During
2004, we recorded additional loss provisions on these projects totaling $27.3 million, resulting in a cumulative loss on the projects of
$125.7 million. A variety of events, including warranty claims asserted against us in the future, could result in further cost overruns
on these projects, which could be material and which would require us to record additional loss provisions as a charge against
current earnings. We do not currently intend to enter into additional business of this nature. Accordingly, we have reported our
fixed-fee rig construction business as discontinued operations in our results of operations.

Due to the discontinuance of our fixed-fee rig construction business, the revenues and costs for engineering and management
consulting services provided to our customers are included in our corporate and other segment for reporting purposes. The costs
associated with managing special periodic surveys and shipyard work for our fleet are reported in the operating segment
managing the rig. As a result, we no longer report these operations as a separate segment.
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Results of Operations
The following table presents selected consolidated financial information by reporting segment for the periods indicated.

Year Ended December 31,
2004 2003(1) 2002(1)

(Dollars in thousands) (Restated) (Restated)

Revenues:
Eastern Hemisphere $ 556,317 $ 625,514 $ 500,692
Western Hemisphere 461,534 378,974 278,664
U.S. Gulf of Mexico 134,038 89,034 104,874
Latin America Land 389,829 344,406 222,294
E&P Services 158,772 122,046 73,000
Corporate and Other 11,710 5,832 492

Total $ 1,712,200 $ 1,565,806 $ 1,180,016
Earnings (loss) from operations:

Eastern Hemisphere $ 178,681 $ 190,278 $ 146,365
Western Hemsiphere 104,430 97,922 85,646
U.S. Gulf of Mexico 5,938 (38,868) (48,634)
Latin America Land 3,202 10,093 (3,212)
E&P Services 15,428 8,040 (1,419)
Corporate and Other (58,702) (49,056) (30,976)

Total $ 248,977 $ 218,409 $ 147,770

(1) The consolidated financial information for 2003 and 2002 has been restated as described in Note 2 of our Notes to Consolidated Financial Statements included in this

annual report. The operating results include the reclassification of certain costs from general and administrative to operating costs and, with respect to our former

Technical Services segment, the classification of (a) the operations of the segment’s fixed-fee construction line of business as discontinued operations, (b) the revenues and

costs for Technical Services related to our customers in our corporate and other segment and (c) the costs associated with managing special periodic surveys and shipyard

work for our fleet in the operating segment managing the rig.

Year Ended December 31, 2004 Compared to Year Ended December 31, 2003
Revenues. Revenues for the year ended December 31, 2004 increased $146.4 million, or 9.3%, to $1,712.2 million as compared to

the year ended December 31, 2003. The increase was primarily due to increased activity offshore Mexico in our Western Hemisphere
segment, improved dayrates and utilization of the jackup and platform rig fleets in the U.S. Gulf of Mexico, improved rig activity in
our Latin America Land segment and the growth of the E&P Services segment due to increased utilization and pricing driven by
stronger demand. These increases in revenues were partially offset by revenue declines in the Eastern Hemisphere segment due to
the lower dayrates for several semisubmersible rigs that were recontracted at lower rates prior to the market upturn for such rigs,
downtime on the drillship Pride Africa and four jackups as the rigs underwent their special periodic surveys and upgrades, and 
the tender assisted rig Pride Ivory Coast being out of service for the entire year. Additionally, 2003 benefited from $45.9 million of
up-front fees recognized over the terms of the contracts for our Kazakhstan land rigs.

Operating Costs. Operating costs for the year ended December 31, 2004 increased $107.0 million, or 10.3%, to $1,146.8 million as
compared to the year ended December 31, 2003. The increase was due primarily to increased activity offshore Mexico in our
Western Hemisphere segment, improved utilization of the jackup and platform fleet in the U.S. Gulf of Mexico, improved rig
activity in our Latin America Land segment, and the growth of the E&P Services segment. These increases in costs were partially
offset by cost declines in the Eastern Hemisphere segment due to the lower utilization resulting from the weak market for
semisubmersible rigs.

Depreciation and Amortization. Depreciation expense for the year ended December 31, 2004 increased $14.4 million, or 5.8%, to
$265.3 million as compared to the year ended December 31, 2003. The increase was due primarily to incremental depreciation on
upgrades for rigs relocated to Mexico and on other rig refurbishments and upgrades in late 2003 and in 2004.

General and Administrative. General and administrative expenses for the year ended December 31, 2004 increased $18.6 million, or
33.0%, as compared to the year ended December 31, 2003. The increase was due primarily to increased audit and other professional
fees due to Sarbanes-Oxley Act compliance and other projects, charges related to executive severance costs of $3.9 million, and
increases in staffing due to an increase in business activity.
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Impairment charges. During the year ended December 31, 2004, we recognized an impairment charge of $24.9 million due to
retiring 16 stacked land rigs and nine stacked shallow water platform rigs and a loss on impairment of an inactive land rig and
other equipment.

(Gain) loss on sale of assets, net. During the year ended December 31, 2004, we had net gains on sales of assets of $48.6 million
compared to a net loss of $0.5 million during the year ended December 31, 2003. The net gain during 2004 was primarily due to 
the sale of three jackup rigs.

Other Income (Expense). Other expense for the year ended December 31, 2004 increased by $27.0 million as compared to the year
ended December 31, 2003. Interest expense in 2004 decreased by $11.4 million compared to 2003 due principally to a reduction in
the weighted average interest rate of our debt as a result of debt refinancings in the last half of 2003 and in 2004. We recognized
$36.3 million of refinancing charges associated with the retirement of debt obligations as compared to $6.4 million of such charges
for 2003. Other income, net in 2004 included $1.8 million of net foreign exchange gains, offset in part by $0.8 million of
miscellaneous net expense items. Other income, net in 2003 was primarily attributable to net foreign exchange gains in Venezuela
and miscellaneous items.

Income Tax Provision. Our consolidated effective tax rate for the year ended December 31, 2004 was 62.8% as compared to 35.9%
for the year ended December 31, 2003. The higher rate in 2004 was primarily due to the following: debt refinancing charges
reducing income without a proportional reduction to income taxes; an increase in taxable income in high effective tax rate
countries; lower taxable income in foreign jurisdictions with low or zero effective tax rates; and U.S. tax on certain foreign earnings.

Financial Accounting Standards Board (“FASB”) Staff Position No. 109-2, “Accounting and Disclosure Guidance for the Foreign
Earnings Repatriation Provision within the American Jobs Creation Act of 2004” (“FSP 109-2”), provides guidance under FASB
Statement No. 109, “Accounting for Income Taxes,” with respect to recording the potential impact of the repatriation provisions of
the American Jobs Creation Act of 2004 (the “Jobs Act”) on enterprises’ income tax expense and deferred tax liability. The Jobs Act
was enacted on October 22, 2004. FSP 109-2 states that an enterprise is allowed time beyond the financial reporting period of
enactment to evaluate the effect of the Jobs Act on its plan for reinvestment or repatriation of foreign earnings for purposes of
applying FASB Statement No. 109. Management has not yet completed evaluating the impact of the repatriation provisions.
Accordingly, as provided for in FSP 109-2, we have not adjusted our tax expense or deferred tax liability to reflect the repatriation
provisions of the Jobs Act.

Minority Interest. Minority interest for the year ended December 31, 2004 increased $2.4 million, or 12.1%, as compared to the
year ended December 31, 2003, primarily due to the commencement of operations of the Kizomba A deepwater platform rig in
November 2003, which is managed by a joint venture in Angola, strong operating performance on the Pride Angola and the Pride
Africa, which are owned and operated by a joint venture in Angola, and a reduction in interest expense in the joint venture
following the April 2004 refinancing of our drillship loan facilities at lower interest rates.

Year Ended December 31, 2003 Compared to Year Ended December 31, 2002
Revenues. Revenues for the year ended December 31, 2003 increased $385.8 million, or 32.7%, to $1,565.8 million as compared to

the year ended December 31, 2002. The increase was primarily due to increased activity for our offshore rigs in Mexico, an increase
in land drilling and E&P services activity due to the recovery in Argentina and Venezuela, and increased activity in Kazakhstan.
Additionally, one of our international deepwater rigs, the Pride South Pacific, worked throughout 2003, but was idle from April 2002
to November 2002. These increases in revenues were partially offset by a decrease in activity in the U.S. Gulf of Mexico.

Operating Costs. Operating costs for the year ended December 31, 2003 increased $279.7 million, or 36.8%, to $1,039.7 million as
compared to the year ended December 31, 2002 due to increased costs associated with rigs that operated during 2003 that were
stacked or being upgraded during 2002. Additionally, certain costs denominated in Euros increased due to the strengthening of that
currency relative to the dollar. These increases in costs were partially offset by the favorable impact of the devaluation in Venezuela
on expenses denominated in its local currency. Operating costs for 2002 were reduced by $1.5 million as a result of changes in
estimates of costs accrued in prior periods primarily for contractually required maintenance costs that were not expected to be
incurred on two rigs managed by us.

Depreciation and Amortization. Depreciation expense for the year ended December 31, 2003 increased by $19.4 million, or 8.4%, 
to $250.9 million as compared to the year ended December 31, 2002, due to incremental depreciation on newly acquired and
constructed rigs and other rig refurbishments and upgrades.

General and Administrative. General and administrative expenses for the year ended December 31, 2003 increased by $15.1 million,
or 36.8%, to $56.3 million as compared to the year ended December 31, 2002, due primarily to executive retirement costs of $5.3 million,
increased overhead related to higher activity in Argentina, Mexico and Venezuela, the impact of the decline in the value of the dollar
relative to the Euro on certain expenses denominated in Euros and higher professional fees, insurance and staffing costs.
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Other Income (Expense). Other expense for the year ended December 31, 2003 decreased by $14.1 million, or 10.2%, as compared
to the year ended December 31, 2002. Interest expense decreased by $7.7 million due principally to a reduction in the weighted
average interest rate of our debt as a result of debt refinancings in 2003, partly offset by an increase in the average amount of
outstanding debt. Additionally, the effective interest rate applicable to the Pride Angola drillship loan declined after January 2003
from the swapped rate of 6.52% to a rate based on LIBOR plus a margin of 1.25%.

Refinancing charges in 2003 of $6.4 million related to the redemption of $150 million principal amount of our 93⁄8% senior notes
due 2007, including a redemption premium of $4.7 million and the recognition of $1.5 million of unamortized deferred financing
costs. Refinancing charges in 2002 related to a loss of $1.2 million on the early extinguishment of approximately $244.2 million
accreted value, net of offering costs, of our zero coupon convertible senior and subordinated debentures.

Other income in 2003 was primarily foreign exchange gains in Venezuela.
Income Tax Provision. Our consolidated effective tax rate for the year ended December 31, 2003 was 35.9% as compared to 34.0%

for the year ended December 31, 2002. The change in the effective tax rate was primarily due to the mix of income between high
and low tax jurisdictions.

Minority Interest. Minority interest for the year ended December 31, 2003 increased $4.2 million, or 26.5%, as compared to the
year ended December 31, 2002, primarily due to an increase in income from a reduction in interest expense on the Pride Angola
drillship loan.

Liquidity and Capital Resources
At December 31, 2004, we had cash and cash equivalents of $37.1 million and borrowing availability under our senior secured

revolving credit facility of $464.9 million. As of December 31, 2004 and 2003, we had working capital of $133.6 million and
$79.9 million, which included as of such dates an aggregate of short-term borrowings and current portion of long-term debt and
lease obligations of $48.5 million and $219.0 million, an aggregate of cash and cash equivalents and restricted cash of $47.0 million
and $108.0 million, net trade receivables of $329.3 million and $371.5 million and accounts payable of $162.6 million and
$163.7 million. The increase in working capital was attributable primarily to a reduction in 2004 of short-term borrowings and
current portion of long-term debt and lease obligations, which was offset in part by the effect of several enhancements of our
working capital management in various areas of our operations.

We were able to reduce the total of our long-term debt and lease obligations and short-term borrowings by approximately
$299.4 million from December 31, 2003 to December 31, 2004 as a result of cash flow from operations, working capital management
and proceeds from asset sales.

Credit Facilities
We currently have senior secured credit facilities with a group of banks and institutional lenders, consisting of a term loan

maturing in July 2011 and a $500.0 million revolving credit facility maturing in July 2009. Borrowings under the revolving credit
facility are available for general corporate purposes. We may obtain up to $100.0 million of letters of credit under the revolving
credit facility. As of December 31, 2004, there were no borrowings and $35.1 million of letters of credit outstanding under the
revolving credit facility and $279.3 million outstanding under the term loan. Amounts drawn under the senior secured facilities
bear interest at variable rates based on LIBOR plus a margin or prime rate plus a margin. The interest rate margin will vary based
on our leverage ratio, except that the LIBOR margin for the term loan is fixed at 1.75%. As of December 31, 2004, the interest rates
on the term loan and revolving credit facility were approximately 4.1%, and availability under the revolving credit facility was
approximately $464.9 million.

We may prepay the term loan without penalty. In addition, we are required to prepay the term loan and, in certain cases, the
revolving loans with the proceeds from (1) asset sales or casualty events (with some exceptions), (2) certain extraordinary events
such as tax refunds, indemnity payments and pension reversion proceeds if availability under the new revolving credit facility plus
our unrestricted cash is less than $200 million and (3) future debt issuances not permitted by the credit facilities. The senior secured
credit facilities are secured by first priority liens on certain of our subsidiaries’ existing and future rigs, accounts receivable,
inventory and related insurance, all of the equity of our subsidiary Pride Offshore, Inc. (the borrower under the facilities) and
Pride Offshore’s domestic subsidiaries and 65% of the stock of certain of our foreign subsidiaries. The senior secured credit facilities
contain a number of covenants restricting, among other things, prepayment, redemption and repurchase of our indebtedness;
distributions, dividends and repurchases of capital stock and other equity interests; acquisitions and investments; asset sales;
capital expenditures; indebtedness; liens and affiliate transactions. The senior secured credit facilities also contain customary events
of default, including with respect to a change of control.
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Outstanding Debt Securities
In July 2004, we completed a private offering of $500 million aggregate principal amount of our 73⁄8% senior notes due 2014. Net

proceeds to us (after discounts but before other expenses) were $491.1 million. We used the net proceeds from the offering to retire
$175 million aggregate principal amount of our 93⁄8% senior notes due 2007 and $200 million aggregate principal amount of our 
10% senior notes due 2009, together with the applicable prepayment premium and accrued and unpaid interest, and to retire other
indebtedness, including our 9% senior convertible notes due 2004.

In connection with the retirement of our 93⁄8% senior notes and 10% senior notes, we commenced an offer to purchase the notes
at 37.5 basis points over the respective redemption prices described below. We purchased a total of $110.6 million aggregate
principal amount of the 93⁄8% senior notes and $127.6 million aggregate principal amount of 10% senior notes pursuant to the tender
offer. The remaining notes were redeemed on August 6, 2004 at redemption prices of 101.563% of the principal amount of the 93⁄8%
senior notes and 105.000% of the principal amount of the 10% senior notes, in each case plus accrued and unpaid interest to the
redemption date.

We pay interest semiannually on the 73⁄8% senior notes. The notes contain provisions that limit our ability and the ability of our
subsidiaries to enter into transactions with affiliates; pay dividends or make other restricted payments; incur debt or issue preferred
stock; incur dividend or other payment restrictions affecting our subsidiaries; sell assets; engage in sale and leaseback transactions;
create liens; and consolidate, merge or transfer all or substantially all of our assets. Many of these restrictions will terminate if the
notes are rated investment grade by either Standard & Poor’s Ratings Services or Moody’s Investors Service, Inc. and, in either
case, the notes have a specified minimum rating by the other rating agency. We are required to offer to repurchase the notes in
connection with specified change in control events that result in a ratings decline.

In April and May 2003, we issued $300 million aggregate principal amount of 31⁄4% convertible senior notes due 2033. In addition
to semiannual interest payments at a rate of 3.25% per annum, we also will pay contingent interest during any six-month interest
period commencing on or after May 1, 2008 for which the trading price of the notes for each of the five trading days immediately
preceding such period equals or exceeds 120% of the principal amount of the notes. Beginning May 5, 2008, we may redeem any 
of the notes at a redemption price of 100% of the principal amount redeemed plus accrued and unpaid interest. In addition,
noteholders may require us to repurchase the notes on May 1 of 2008, 2010, 2013, 2018, 2023 and 2028 at a repurchase price of 100%
of the principal amount redeemed plus accrued and unpaid interest. We may elect to pay all or a portion of the repurchase price in
common stock instead of cash, subject to certain conditions. The notes are convertible under specified circumstances into shares of
our common stock at a conversion rate of 38.9045 shares per $1,000 principal amount of notes (which is equal to a conversion price
of $25.704), subject to adjustment. Upon conversion, we will have the right to deliver, in lieu of shares of common stock, cash or a
combination of cash and common stock.

In March 2002, we issued $300.0 million principal amount of 21⁄2% convertible senior notes due 2007. The notes are convertible
into approximately 18.2 million shares of our common stock (equal to a conversion rate of 60.5694 shares of common stock per
$1,000 principal amount of notes, or $16.51 per share). Interest on the notes is payable semiannually. The notes are currently
redeemable upon not less than 30 days’ notice for a redemption price equal to 101% of the principal amount redeemed, plus
accrued and unpaid interest to the redemption date. Promptly following the filing of our 2004 annual report on Form 10-K, 
we intend to issue a notice to redeem all outstanding notes. Based on the current price of our common stock, we expect that
substantially all of the notes will be converted into common stock prior to the redemption date. If, however, the price of our
common stock falls below approximately $16.75, we would expect to pay the full redemption price in cash from borrowings under
our revolving credit facility and other available cash.

Drillship Loan
We have a 51.0% ownership interest in and operate the ultra-deepwater drillships Pride Africa and Pride Angola, which are

contracted to work under contracts which were extended in December 2003 by an aggregate of ten years, commencing at the end 
of the contracts’ current terms in June 2005 and May 2005, respectively, each with two one-year extension options. Following the
extension, we completed in April 2004 a new credit facility collateralized by the two drillships and the proceeds from the related
drilling contracts. The new facility provides for a total credit commitment of $301.4 million, of which a $278.9 million term loan was
funded at closing and $22.5 million was funded in August 2004. Funds at closing, together with $15.4 million of previously
restricted cash held by the joint venture, were used to (1) refinance the outstanding principal balance on the prior drillship loans of
$172.6 million, (2) repay $103.6 million of loans due from the joint venture company to us, (3) repay $10.0 million of indebtedness of
the joint venture company to the joint venture partner, and (4) pay loan transaction costs of $3.1 million. The $22.5 million funding
in August was used to repay loans due from the joint venture company to us. We used the funds paid to us to reduce our other
outstanding debt and to improve liquidity. The new drillship loan facility matures in September 2010 and amortizes quarterly. 
The drillship loan is non-recourse to us and the joint owner.
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The drillship loan bears interest at LIBOR plus 1.50%. As a condition of the loan, we maintain interest rate swap agreements
with the lenders that cap the interest rate on the loans at a rate of 4.1% through September 2009.

Semisubmersible Rig Financings
In December 2004, we repaid the outstanding principal amounts of approximately $138.5 million due under the semisubmersible

loans that had originally financed the construction of the Pride Carlos Walter and Pride Brazil. The loans were collateralized by, among
other things, a first priority mortgage on the drilling rigs and assignment of the charters for the rigs. The debt agreement required
certain cash balances to be held in trust to assure that timely interest and principal payments are made. As of December 31, 2003,
$11.4 million of such cash balances, which amount was included in restricted cash, was held in trust and was not available for our
use. Repayment of the loans enabled the release of $14.7 million of cash that had been restricted prior to the repayment.

In February 1999, we completed the sale and leaseback of the Pride South America semisubmersible drilling rig with an
unaffiliated leasing trust pursuant to which we received $97.0 million. Since that time we have been recording activity associated
with this transaction as an operating lease in accordance with the provisions of Statement of Financial Accounting Standards No. 13
“Accounting for Leases.” Upon evaluation of the provisions of the FASB Interpretation No. 46R “Consolidation of Variable Interest
Entities” (“FIN No. 46R”), issued in December 2003, it was determined that the leasing trust would qualify for consolidation as a
variable interest entity and that we were the primary beneficiary, as defined. Pursuant to the recommendation of the FASB, in the
fourth quarter of 2003 we adopted the consolidation provisions of FIN No. 46R retroactively by restating previously issued
financial statements for comparability purposes to consolidate the leasing trust’s assets and liabilities, which comprise the Pride
South America rig and the associated note payable, from inception of the lease. As of December 31, 2004 and 2003, the carrying
amount of the note payable was approximately $77.9 million and $82.3 million, respectively.

Asset Sales
We consider from time to time opportunities to dispose of certain assets or groups of assets when we believe the capital could 

be more effectively deployed to reduce debt or for other purposes. During the fourth quarter of 2004, we sold three jackup rigs
for $71 million cash. In the first quarter of 2005, one of our French subsidiaries sold a jackup rig, the Pride Ohio, and received
approximately $40 million cash. Proceeds from these transactions were used to repay debt. In addition, we are currently pursuing
potential asset sales for proceeds of approximately $70 million. We expect to use any proceeds we receive from these asset sales for
debt reduction. We can give you no assurance, however, that we will complete any of these sales.

Rig Construction Projects
In 2003, we recorded a provision for expected losses on deepwater platform rig construction projects of $98.4 million. In 2004,

we recorded additional loss provisions totaling $27.3 million related to expected losses on the deepwater platform rig construction
projects. We expect approximately $20.1 million of cash receipts in excess of the cash payments from the projects after December 31,
2004 to complete the projects, which would positively impact liquidity during 2005.

Capital Expenditures
Additions to property and equipment during 2004 totaled $135.2 million and primarily related to various rig upgrades in

connection with new contracts as contracts expired during the year, sustaining other capital projects and the purchase of the 
Pride Ivory Coast tender-assisted drilling rig. Capital expenditures for 2005 are expected to be higher than 2004 due to replacement
equipment, upgrades and refurbishments that were in the preparation phase at the end of 2004 and are expected to be completed in
early 2005. We expect our capital expenditures for 2005 to be approximately $185 million, with the majority expected to be expended
during the first six months of the year.
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Contractual Obligations
As of December 31, 2004, we had approximately $4.0 billion in total assets and $1.7 billion of long-term debt and lease

obligations. Although we do not expect that our level of total indebtedness will have a material adverse impact on our financial
position, results of operations or liquidity in future periods, it may limit our flexibility in certain areas. The following table
summarizes our contractual obligations as of December 31, 2004.

Payments Due by Period
Less than 1–3 4–5 After

Contractual Obligations (1) Total 1 Year Years Years 5 Years
(In thousands)

Principal payments on long-term debt $ 1,725,159 $ 39,287 $ 425,672 $ 441,059 $ 819,141
Interest payments on long-term debt (2) 558,465 83,754 153,501 115,438 205,772
Capital lease obligations 7,279 6,900 379 — —
Operating leases obligations 2,556 1,485 1,071 — —
Retirement obligations 2,703 896 1,241 519 47

Total $ 2,296,162 $ 132,322 $ 581,864 $ 557,016 $ 1,024,960

(1) As of December 31, 2004, we had no unconditional purchase obligations to third parties for materials, goods or services.
(2) With respect to our variable rate debt, we have calculated our future interest payments based on the interest rate in effect as of December 31, 2004.

Investments in Joint Ventures
We own a 30.0% equity interest in a joint venture company that owns two dynamically-positioned, deepwater semisubmersible

drilling rigs, the Pride Portland and the Pride Rio de Janeiro. The Pride Portland is currently in Curacao undergoing final commissioning,
and the Pride Rio de Janeiro is currently in Brazil undergoing final commissioning.

The joint venture company has financed the cost of construction of these rigs through equity contributions and fixed rate notes,
with repayment of the notes guaranteed by the United States Maritime Administration (“MARAD”). The notes are non-recourse to
any of the joint venture owners, except that, in order to make available an additional $21.9 million under the MARAD-guaranteed
notes to fund the project through the sea and drilling trial stage for each rig, we have provided:

• a $25.0 million letter of credit to secure principal and interest payments due under the notes, the payment of costs of removing
or contesting liens on the rigs and the payment of debt of the joint venture company to MARAD in the event MARAD’s
guarantee is drawn;

• a completion guarantee of any cash in excess of the additional $21.9 million required to get the rigs through the sea and
drilling trial stage and obtain their class certificates; and

• a guarantee of the direct costs of the voyage of each rig from any foreign jurisdiction in which it is located to a U.S. Gulf port
nominated by MARAD in the event of a default prior to the rig obtaining a charter of at least three years in form and
substance satisfactory to MARAD and at a rate sufficient to pay operating costs and debt service.

Our joint venture partner has agreed to reimburse to us that partner’s proportionate share of any draws under the letter of credit
or payments under the guarantees. At December 31, 2004, we held cash collateral of $17.8 million to cover the partner’s
proportionate share of draws, if any, under the letter of credit and of payments, if any, under our guarantees.

We believe the rigs have completed the sea and drilling trial stage and have obtained their class certificates, and we are seeking
to have our related guarantee released by MARAD. Accordingly, we currently do not expect that funds in excess of the additional
$21.9 million will be required under the completion guarantee.

The Pride Portland and Pride Rio de Janeiro were built to operate under long-term contracts with Petrobras; however, Petrobras 
has given notice of cancellation of the original contracts for late delivery. Our joint venture partner has maintained litigation against
Petrobras challenging the cancellation of the contracts and also is pursuing other claims against Petrobras unrelated to the joint
venture. Our joint venture partner’s litigation and claims against Petrobras could impact our ability to obtain, or the timing of,
drilling contracts for the rigs with Petrobras. During the first quarter of 2005, we entered into a letter of commitment with another
customer for a three-month drilling contract for the Pride Rio de Janeiro that would begin in April 2005, and we continue to pursue
long-term contracts with Petrobras for the rigs. Based on current demand for deepwater drilling rigs, we believe that Petrobras or
another customer will employ the Pride Portland and Pride Rio de Janeiro under new or amended contracts during 2005. There can be
no assurance, however, that either the Pride Portland or the Pride Rio de Janeiro will be further contracted to Petrobras or to any other
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customer. If no drilling contract is obtained before the rigs are commissioned (expected to occur in the second quarter of 2005), the
rigs will be stacked at a cost of approximately $1 million per month per rig to the joint venture company. In the event that the joint
venture company does not generate sufficient funds from operations to finance any stacking costs and its debt service obligations,
the joint venture partners would, if they choose to maintain the joint venture, need to advance further funds to the joint venture
company since the joint venture company would have no alternative source of funds to allow it to make such payments. The joint
venture company made principal and interest payments totaling approximately $28.7 million during 2004. The payments were
funded by cash advances from the joint venture partners, of which our share was 30.0%. Principal and interest payments totaling
approximately $45.1 million are due in 2005. If the joint venture company failed to cover its debt service requirements, a default
would occur under the fixed rate notes guaranteed by MARAD. MARAD would then be entitled to draw down the entire amount
of the letter of credit, exercise remedies under our return guarantee to MARAD, foreclose on the mortgages related to the Pride
Portland and the Pride Rio de Janeiro and take possession of the two rigs. As of December 31, 2004, our investment in the joint
venture was approximately $46.0 million, including capitalized interest of $8.5 million.

Other Sources and Uses of Cash
Mobilization fees received from customers and the costs incurred to mobilize a rig from one geographic area to another, as well

as up-front fees to modify a rig to meet a customer’s specifications, are deferred and amortized over the term of the related drilling
contracts. Additionally, we defer costs associated with obtaining in-class certification from various regulatory bodies in order to
operate our offshore rigs. We amortize these costs over the period of validity of the related certificate. These up-front fees and costs
impact liquidity in the period in which the fees are received or the costs incurred, whereas they will impact our statement of
operations in the periods during which the deferred revenues and costs are amortized. Deferred revenues and costs that are
expected to be amortized in the twelve-month period following each balance sheet date are included in other accrued liabilities and
current assets, respectively, and deferred revenues and costs that are expected to be amortized after more than twelve months from
each balance sheet date are included in other long-term liabilities and other assets, respectively. The amount of up-front fees
received and the related costs vary from period to period depending upon the nature of new contracts entered into and market
conditions then prevailing. Generally, contracts for drilling services in remote locations or contracts that require specialized
equipment will provide for higher up-front fees than contracts for readily available equipment in major markets.

We may redeploy additional assets to more active regions if we have the opportunity to do so on attractive terms. From time to
time, we have one or more bids outstanding for contracts that could require significant capital expenditures and mobilization costs.
We expect to fund project opportunities primarily through a combination of working capital, cash flow from operations and
borrowings under our revolving credit facility.

We have a Direct Stock Purchase Plan, which provides a means for investors to purchase shares of our common stock 
without paying brokerage commissions. No shares were purchased under the plan in 2004. During 2003, we sold approximately
830,000 shares of common stock under this plan for net proceeds of $15.0 million.

As of December 31, 2004, $9.9 million of our cash balances, which amount is included in restricted cash, consisted of funds held
in trust in connection with our drillship loans and, accordingly, was not available for our use.

We believe that the cash and cash equivalents on hand, together with the cash generated from our operations and borrowings
under our credit facilities, will be adequate to fund normal ongoing capital expenditures, working capital and debt service
requirements for the foreseeable future.

In addition, we may review from time to time possible expansion and acquisition opportunities relating to our business
segments. While we have no definitive agreements to acquire additional equipment, suitable opportunities may arise in the future.
The timing, size or success of any acquisition effort and the associated potential capital commitments are unpredictable. We may
fund all or part of any acquisitions with proceeds from debt and/or equity issuances.

Affiliated funds currently own approximately 15.1 million shares of our common stock and have demand registration rights
with respect to those shares. In lieu of effecting a demand registration for those shares, we could issue a like number of shares
under our “shelf” registration statement and use the proceeds to repurchase the shares held by the funds at the same price we
receive for our issuance. Certain of the funds are approaching their liquidation in accordance with their partnership agreements.
Based on discussions with representatives of the funds, we expect that, depending upon market prices, the funds may sell all or a
substantial portion of their shares during the second or third quarter of 2005, and we may be requested to conduct such an offering
or effect a demand registration in connection with those sales.
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Tax Matters
We have a U.S. deferred tax asset of $258.7 million relating to U.S. net operating loss (“NOL”) carryforwards. Due to our acquisition

of Marine Drilling Companies in September 2001, certain NOL carryforwards are subject to limitations under Sections 382 and 383 of
the U.S. Internal Revenue Code. Although the timing of when we can utilize the NOL carryforwards may be limited, we have
determined that such limitations should not affect our ability to realize the benefits associated with such NOL carryforwards. The
U.S. NOL carryforwards total $739.2 million and expire in 2019 through 2024. We estimate that we will generate sufficient U.S. taxable
income prior to the expiration dates of these NOL carryforwards to fully utilize them.

We have a foreign deferred tax asset of $57.8 million relating to foreign NOL carryforwards. Foreign NOL carryforwards include
$91.4 million that do not expire and $87.4 million that could expire starting in 2005 through 2014. We provide a valuation allowance
for the deferred tax assets in certain taxing jurisdictions because the benefits of the net operating losses will be realized only if we
enter into additional profitable contracts in those jurisdictions.

Historically, the difference between U.S. financial income (loss) and taxable income (loss) is primarily due to accelerated 
tax depreciation. Tax depreciation in excess of book depreciation for the years ended December 31, 2004, 2003, and 2002 was 
$43.3 million, $66.4 million, and $89.5 million, respectively.

As required by law, we file periodic tax returns that are subject to review and examination by various revenue agencies within
the jurisdictions in which we operate. We are currently contesting several tax assessments and may contest future assessments
where we believe the assessments are in error. We cannot predict or provide assurance as to the ultimate outcome of existing or
future tax assessments. However, we believe the ultimate resolution of outstanding tax assessments will not have a material
adverse effect on our consolidated financial position, results of operations or cash flows.

In 2004, we had an effective tax rate that was 27.8% above the U.S. statutory rate due primarily to the following: debt
refinancing charges reducing income without a proportional reduction to income taxes; an increase in taxable income in high
effective tax rate countries; lower taxable income in foreign jurisdictions with low or zero effective tax rates; and U.S. tax on certain
foreign earnings.

In 2003, we had an effective tax rate that was 0.9% above the U.S. statutory rate due primarily to the following: a 2.5% increase
in the U.S. statutory rate due to a change in estimate that relates primarily to the difference between our estimate of U.S. income tax
on foreign earnings and the actual amount on the 2002 U.S. tax return as filed; and a 1.8% decrease from the U.S. statutory rate due
to the mix of income between high and low tax countries.

In 2002, we had an effective tax rate that was 1.0% below the U.S. statutory rate due primarily to the following: a 2.9% increase
in the U.S. statutory rate due to a change in estimate that relates primarily to the difference between our estimate of U.S. income tax
on foreign earnings and the actual amount on the 2001 U.S. tax return as filed; and a 4.8% decrease from the U.S. statutory rate due
to the mix of income between high and low tax countries.

Management’s assumptions regarding these tax provisions, as described herein, were consistent with those of prior periods.

Critical Accounting Policies
We consider estimates related to our property and equipment and our income taxes to have a significant impact on our

consolidated financial statements.

Property and Equipment
Property and equipment are carried at original cost or adjusted net realizable value, as applicable. Property and equipment held

and used by us are reviewed for impairment whenever events or changes in circumstances indicate the carrying amounts may not
be recoverable. Indicators of possible impairment include extended periods of idle time and/or an inability to contract specific
assets or groups of assets, such as a specific type of drilling rig, or assets in a specific geographical region. However, the drilling,
workover and related service industries in which we operate are highly cyclical and it is not unusual to find that assets that were
idle, underutilized or contracted at sub-economic rates for significant periods of time resume activity at economic rates when
market conditions improve. Additionally, most of our assets are mobile, and we may mobilize rigs from one market to another to
improve utilization or realize higher day rates. We estimate the future undiscounted cash flows of the affected assets to determine
the recoverability of carrying amounts. In general, analyses are based on expected costs, utilization and dayrates for the estimated
remaining useful lives of the asset or group of assets being assessed.
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Asset impairment evaluations are, by nature, highly subjective. They involve expectations about future cash flows generated by
our assets, and reflect management’s assumptions and judgments regarding future industry conditions and their effect on future
utilization levels, dayrates and costs. The use of different estimates and assumptions could result in materially different carrying
values of our assets and could materially affect our results of operations.

Income Taxes
Our effective income tax rate for financial statement purposes will continue to fluctuate from year to year as our operations are

conducted in different taxing jurisdictions. The income tax rates and methods of computing taxable income vary substantially in
each jurisdiction. Current income tax expense reflects either our tax liability as reflected on our tax returns for the current year,
withholding taxes, changes in prior year tax estimates as returns are filed, or from tax audit adjustments. Our deferred tax expense
or benefit represents the change in the balance of deferred tax assets or liabilities as reflected on the balance sheet. Valuation
allowances are determined to reduce deferred tax assets when it is more likely than not that some portion or all of the deferred
tax assets will not be realized. To determine the amount of deferred tax assets and liabilities, as well as of the valuation allowances,
we must make estimates and certain assumptions regarding future taxable income, including where the rigs are expected to be
deployed, and other tax issues. A change in such estimates and assumptions, along with any changes in tax laws, could require 
us to adjust the deferred tax assets, liabilities, or valuation allowances as discussed below.

Our ability to realize the benefit of our deferred tax assets requires that we achieve certain future earnings levels prior to the
expiration of our NOL carryforwards. We have established a valuation allowance against the potential future tax benefit of a
portion of our NOL carryforwards and could be required to record an additional valuation allowance if market conditions
deteriorate and future earnings do not meet our current expectations.

We have not provided for U.S. deferred taxes on the unremitted earnings of our foreign controlled subsidiaries that are
permanently reinvested. If a distribution is made to us from the unremitted earnings of these subsidiaries, we could be required
to record additional U.S. current and deferred taxes.

For a discussion of the components of our current and deferred income tax provisions, assets and liabilities and the impact of
changes in estimates and assumptions affecting our deferred tax assets and liabilities, see “— Tax Matters” above and Note 8 of
our Notes to Consolidated Financial Statements included in this annual report.

Quantitative and Qualitative Disclosures About Market Risk
We are exposed to certain market risks arising from the use of financial instruments in the ordinary course of business. These

risks arise primarily as a result of potential changes in the fair market value of financial instruments that would result from adverse
fluctuation in interest rates and foreign currency exchange rates as discussed below. We entered into these instruments other than
for trading purposes. We incorporate by reference in response to this item the information set forth in Note 6 of the Notes to
Consolidated Financial Statements included in this annual report.

Interest Rate Risk. We are exposed to interest rate risk through our fixed rate long-term debt. As of December 31, 2004, we held
interest rate swap and cap agreements with notional amounts totaling $464.5 million relating to the $270.5 million outstanding
under our drillship loans and the $279.3 million outstanding under our secured term loan. We have entered into agreements as
required by the lenders under our drillship loan agreement that effectively capped the interest rate at a rate of 4.1% on the drillship
loans through September 2009. Prior to 2004, we entered into interest rate agreements that effectively capped the interest rate on
$194.0 million of borrowings under our then outstanding senior secured term loan. The term loan interest rate agreements are
marked-to-market quarterly with the change in fair value recorded as a component of interest expense. As of December 31, 2004,
the net value of the term loan instruments was a liability of $0.6 million.

The fair market value of fixed rate long-term debt will increase as prevailing interest rates decrease. The fair value of our long-
term debt is estimated based on quoted market prices where applicable, or based on the present value of expected cash flows
relating to the debt discounted at rates currently available to us for long-term borrowings with similar terms and maturities. 
The estimated fair value of our long-term debt as of December 31, 2004 and 2003 was approximately $1,864.0 million and 
$2,095.0 million, respectively, which was more than its carrying value as of December 31, 2004 and 2003 of $1,725.2 million and
$1,993.8 million, respectively. A hypothetical 10.0% decrease in interest rates relative to market interest rates at December 31, 2004
would increase the fair market value of our long-term debt at December 31, 2004 by approximately $75.7 million.

Foreign Currency Exchange Rate Risk. We operate in a number of international areas and are involved in transactions denominated
in currencies other than U.S. dollars, which expose us to foreign exchange rate risk. We utilize local currency borrowings and the
payment structure of customer contracts to selectively reduce our exposure to exchange rate fluctuations in connection with
monetary assets, liabilities and cash flows denominated in certain foreign currencies. We do not hold or issue forward exchange
contracts, option contracts or other derivative financial instruments for speculative purposes.
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Forward-Looking Statements
This annual report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and

Section 21E of the Securities Exchange Act of 1934. All statements, other than statements of historical fact, included in this annual
report that address activities, events or developments that we expect, project, believe or anticipate will or may occur in the future
are forward-looking statements. These include such matters as:

• market conditions, expansion and other development trends in the contract drilling industry;
• our ability to enter into new contracts for our rigs and future utilization rates and contract rates for rigs;
• future capital expenditures and investments in the construction, acquisition and refurbishment of rigs (including the amount

and nature thereof and the timing of completion thereof);
• estimates of warranty claims and cash flows with respect to our lump-sum rig construction projects;
• future asset sales; 
• completion of commissioning and employment of the Pride Rio de Janeiro and the Pride Portland;
• repayment of debt; 
• utilization of net operating loss carryforwards; 
• business strategies; 
• expansion and growth of operations; 
• future exposure to currency devaluations or exchange rate fluctuations;
• expected outcomes of legal and administrative proceedings and their expected effects on our financial position, results of

operations and cash flows;
• future operating results and financial condition; and 
• the effectiveness of our disclosure controls and procedures and internal control over financial reporting.

We have based these statements on our assumptions and analyses in light of our experience and perception of historical trends,
current conditions, expected future developments and other factors we believe are appropriate in the circumstances. These statements
are subject to a number of assumptions, risks and uncertainties, including those described under “Business — Risk Factors” as
detailed in our 2004 annual report on Form 10-K and the following:

• general economic business conditions; 
• prices of oil and gas and industry expectations about future prices;
• cost overruns related to our turnkey contracts; 
• foreign exchange controls and currency fluctuations; 
• political stability in the countries in which we operate; 
• the business opportunities (or lack thereof) that may be presented to and pursued by us;
• changes in laws or regulations; 
• the validity of the assumptions used in the design of our disclosure controls and procedures; and
• our ability to implement in a timely manner internal control procedures necessary to allow our management to report on the

effectiveness of our internal control over financial reporting or to determine that our internal control over financial reporting
will be effective as of December 31, 2005.

Most of these factors are beyond our control. We caution you that forward-looking statements are not guarantees of future 
performance and that actual results or developments may differ materially from those projected in these statements.
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PRIDE INTERNATIONAL, INC.

Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors of Pride International, Inc.:
We have completed an integrated audit of Pride International, Inc.’s 2004 consolidated financial statements and of its

internal control over financial reporting as of December 31, 2004 and audits of its 2003 and 2002 consolidated financial
statements in accordance with the standards of the Public Company Accounting Oversight Board (United States). Our
opinions, based on our audits, are presented below.

Consolidated financial statements
In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of operations,

stockholders’ equity and cash flows present fairly, in all material respects, the financial position of Pride International, Inc.
and its subsidiaries (the Company) as of December 31, 2004 and 2003, and the results of their operations and their cash
flows for each of the three years in the period ended December 31, 2004 in conformity with accounting principles generally
accepted in the United States of America. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of
these statements in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit of financial statements includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, the Company has restated its 2003 and 2002 consolidated
financial statements.

Internal control over financial reporting
Also, we have audited management's assessment, included in Management’s Report on Internal Control Over Financial

Reporting appearing under “Controls and Procedures” in this annual report, that Pride International, Inc. did not maintain
effective internal control over financial reporting as of December 31, 2004 because the Company did not maintain effective
controls over the communication among operating, functional and accounting departments of financial and other business
information that is important to the period-end financial reporting process, including the specifics of non-routine and
non-systematic transactions, based on criteria established in Internal Control — Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control
over financial reporting. Our responsibility is to express opinions on management’s assessment and on the effectiveness 
of the Company’s internal control over financial reporting based on our audit.

We conducted our audit of internal control over financial reporting in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all 
material respects. An audit of internal control over financial reporting includes obtaining an understanding of internal
control over financial reporting, evaluating management’s assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we consider necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting includes those policies
and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote
likelihood that a material misstatement of the annual or interim financial statements will not be prevented or detected.
The following material weakness has been identified and included in management’s assessment. As of December 31, 2004,
the Company did not maintain effective controls over the communication among operating, functional and accounting
departments of financial and other business information that is important to the period-end financial reporting process,
including the specifics of non-routine and non-systematic transactions. Contributing factors included the large number of
manual processes utilized during the period-end financial reporting process and an insufficient number of accounting and
finance personnel to, in a timely manner: (1) implement extensive structural and procedural system and process initiatives
during 2004, (2) perform the necessary manual processes, and (3) analyze non-routine and non-systematic transactions.
This control deficiency resulted in errors that required the restatement of the Company’s consolidated financial statements
for 2003 and 2002, the first three quarterly periods in 2004 and all quarterly periods in 2003, as discussed in Note 2 to the
consolidated financial statements. The errors primarily affected property and equipment and the related depreciation
expense, debt and the related interest and financing costs, minority interest balances and activity and income tax balance
sheet accounts and the related provisions. This deficiency also resulted in audit adjustments to the 2004 consolidated
financial statements primarily affecting accrued employee benefits and interest and the corresponding expense accounts.
Additionally, this control deficiency could result in a material misstatement to the Company’s annual or interim
consolidated financial statements that would not be prevented or detected. Accordingly, management has determined that
this control deficiency constitutes a material weakness. This material weakness was considered in determining the nature, 
timing, and extent of audit tests applied in our audit of the 2004 consolidated financial statements, and our opinion
regarding the effectiveness of the Company’s internal control over financial reporting does not affect our opinion on those
consolidated financial statements.

In our opinion, management’s assessment that Pride International, Inc. did not maintain effective internal control over
financial reporting as of December 31, 2004, is fairly stated, in all material respects, based on criteria established in Internal
Control — Integrated Framework issued by the COSO. Also, in our opinion, because of the effect of the material weakness
described above on the achievement of the objectives of the control criteria, Pride International, Inc. has not maintained
effective internal control over financial reporting as of December 31, 2004, based on criteria established in Internal Control
— Integrated Framework issued by the COSO.

PRICEWATERHOUSECOOPERS LLP

Houston, Texas
March 25, 2005
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PRIDE INTERNATIONAL, INC.

Consolidated Balance Sheet

December 31,
2004 2003

(In thousands, except par values) (Restated)

Assets
CURRENT ASSETS

Cash and cash equivalents $ 37,100 $ 69,134
Restricted cash 9,917 38,840
Trade receivables, net 329,309 371,510
Parts and supplies, net 66,692 72,263
Other current assets 116,533 171,084

Total current assets 559,551 722,831
PROPERTY AND EQUIPMENT, net 3,281,848 3,463,300
OTHER ASSETS

Investments in and advances to affiliates 46,908 33,984
Goodwill 68,450 69,014
Other assets 81,567 87,966

Total other assets 196,925 190,964
$4,038,324 $4,377,095

Liabilities and Stockholders’ Equity
CURRENT LIABILITIES

Accounts payable $ 162,602 $ 163,707
Accrued expenses 214,843 260,150
Short-term borrowings 2,294 27,555
Current portion of long-term debt 39,287 188,737
Current portion of long-term lease obligations 6,900 2,749

Total current liabilities 425,926 642,898
OTHER LONG-TERM LIABILITIES 35,796 56,811
LONG-TERM DEBT, net of current portion 1,685,872 1,805,099
LONG-TERM LEASE OBLIGATIONS, net of current portion 379 9,979
DEFERRED INCOME TAXES 60,984 59,460
MINORITY INTEREST 113,305 100,993
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY

Preferred stock, $.01 par value; 50,000 shares authorized; none issued — —
Common stock, $.01 par value; 400,000 shares authorized; 136,998 and 

135,769 shares issued; 136,525 and 135,400 shares outstanding 1,370 1,358
Paid-in capital 1,277,157 1,261,073
Treasury stock, at cost (4,409) (4,409)
Deferred compensation (1,499) —
Accumulated other comprehensive income (loss) 2,945 (124)
Retained earnings 440,498 443,957

Total stockholders’ equity 1,716,062 1,701,855
$4,038,324 $4,377,095

The accompanying notes are an integral part of the consolidated financial statements.
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PRIDE INTERNATIONAL, INC.

Consolidated Statement of Operations

Year Ended December 31,
2004 2003 2002

(In thousands, except per share amounts) (Restated) (Restated)

REVENUES $ 1,712,200 $ 1,565,806 $ 1,180,016
OPERATING COSTS, excluding depreciation and amortization 1,146,760 1,039,798 760,065
DEPRECIATION AND AMORTIZATION 265,307 250,883 231,479
GENERAL AND ADMINISTRATIVE, excluding depreciation and amortization 74,851 56,263 41,140
IMPAIRMENT CHARGES 24,898 — —
(GAIN) LOSS ON SALE OF ASSETS, net (48,593) 453 (438)
EARNINGS FROM OPERATIONS 248,977 218,409 147,770
OTHER INCOME (EXPENSE)

Interest expense (119,209) (130,601) (138,348)
Refinancing charges (36,336) (6,370) (1,228)
Interest income 3,881 3,182 2,084
Other income, net 1,003 10,123 (282)

Total other expense, net (150,661) (123,666) (137,774)
INCOME FROM CONTINUING OPERATIONS BEFORE 

INCOME TAXES AND MINORITY INTEREST 98,316 94,743 9,996
INCOME TAX PROVISION 61,732 33,982 3,405
MINORITY INTEREST 22,311 19,896 15,728
INCOME (LOSS) FROM CONTINUING OPERATIONS 14,273 40,865 (9,137)
INCOME (LOSS) ON DISCONTINUED OPERATIONS (NOTE 3) (17,732) (63,987) 1,982
NET LOSS $ (3,459) $ (23,122) $ (7,155)
EARNINGS (LOSS) PER SHARE

Basic
Income (loss) from continuing operations $ 0.11 $ 0.30 $ (0.07)
Discontinued operations (0.13) (0.47) 0.02
Net loss $ (0.02) $ (0.17) $ (0.05)

Diluted
Income (loss) from continuing operations $ 0.10 $ 0.30 $ (0.07)
Discontinued operations (0.13) (0.41) 0.02
Net loss $ (0.03) $ (0.11) $ (0.05)

SHARES USED IN PER SHARE CALCULATIONS
Basic 135,821 134,704 133,305
Diluted 137,301 154,737 133,305

The accompanying notes are an integral part of the consolidated financial statements.
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PRIDE INTERNATIONAL, INC.

Consolidated Statement of Stockholders’ Equity

Accumulated
Other Total

Common Stock Paid-In Treasury Stock Deferred Comprehensive Retained Stockholders’
Shares Amount Capital Shares Amount Compensation Income (Loss) Earnings Equity

(In thousands)

BALANCE – JANUARY 1, 2002
As previously reported 132,793 $ 1,328 $ 1,218,624 — $ — $  — $ (1,015) $ 477,149 $ 1,696,086
Restatement adjustment (See Note 2) — — — — — — — (2,915) (2,915)

BALANCE – JANUARY 1, 2002,
as restated 132,793 1,328 1,218,624 — — — (1,015) 474,234 1,693,171
Net loss (Restated) — — — — — — — (7,155) (7,155)
Foreign currency translation — — — — — — (2,583) — (2,583)

Total comprehensive loss (Restated) (9,738)
Issuance of common stock in 

connection with private 
investments 528 5 6,295 369 (4,409) — — — 1,891

Other issuance of common stock 37 — 476 — — — — — 476
Exercise of stock options 1,095 11 9,069 — — — — — 9,080
Tax benefit on non-qualified 

stock options — — 2,682 — — — — — 2,682
BALANCE – DECEMBER 31, 2002

(Restated) 134,453 1,344 1,237,146 369 (4,409) — (3,598) 467,079 1,697,562
Net loss (Restated) — — — — — — — (23,122) (23,122)
Foreign currency translation — — — — — — 3,474 — 3,474

Total comprehensive loss (Restated) (19,648)
Issuance of common stock in 

connection with Direct Stock 
Purchase Plan 830 8 14,992 — — — — — 15,000

Other issuance of common stock 104 1 1,264 — — — — — 1,265
Exercise of stock options 382 5 3,759 — — — — — 3,764
Tax benefit on non-qualified 

stock options — — 516 — — — — — 516
Stock option compensation — — 3,396 — — — — — 3,396

BALANCE – DECEMBER 31, 2003
(Restated) 135,769 1,358 1,261,073 369 (4,409) — (124) 443,957 1,701,855
Net loss — — — — — — — (3,459) (3,459)
Foreign currency translation — — — — — — 3,069 — 3,069

Total comprehensive loss (390)
Exercise of stock options 963 10 10,107 — — — — — 10,117
Tax benefit on non-qualified 

stock options — — 1,659 — — — — — 1,659
Other issuance of common stock 117 1 1,340 — — — — — 1,341
Issuance of restricted stock 149 1 2,779 — — (2,780) — — —
Amortization of deferred compensation — — — — — 544 — — 544
Acceleration of restricted stock vesting — — — — — 737 — — 737
Stock option compensation — — 199 — — — — — 199

BALANCE – DECEMBER 31, 2004 136,998 $ 1,370 $ 1,277,157 369 $ (4,409) $(1,499) $ 2,945 $ 440,498 $ 1,716,062

The accompanying notes are an integral part of the consolidated financial statements.
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PRIDE INTERNATIONAL, INC.

Consolidated Statement of Cash Flows

Year Ended December 31,
2004 2003 2002

(In thousands) (Restated) (Restated)

OPERATING ACTIVITIES
Net loss $ (3,459) $ (23,122) $ (7,155)
Adjustments to reconcile net loss to net cash provided by 
operating activities — 

Depreciation and amortization 265,307 250,883 231,479
Discount amortization on zero coupon 

convertible debentures 106 1,808 11,062
Amortization and write-offs of deferred financing costs 20,720 8,191 9,064
Impairment charges 24,898 — —
(Gain) loss on sale of assets (48,593) 453 (438)
Tax benefit of non-qualified stock options 1,659 516 2,682
Deferred income taxes 2,388 (41,840) (33,588)
Minority interest 22,311 19,896 15,728
Stock option compensation 199 3,396 —
Changes in assets and liabilities, 

net of effects of acquisitions — 
Trade receivables 42,201 (112,346) 53,436
Parts and supplies 5,571 (8,843) (5,108)
Other current assets 50,681 6,118 (48,420)
Other assets 13,751 24,098 (12,834)
Accounts payable 1,432 (7,009) (43,455)
Accrued expenses (45,534) 37,394 5,735
Other liabilities (16,574) (40,812) (13,756)
Net cash provided by operating activities 337,064 118,781 164,432

INVESTING ACTIVITIES
Purchases of property and equipment (136,716) (232,497) (215,490)
Proceeds from dispositions of property and equipment 73,502 1,277 1,256
Investments in and advances to affiliates (12,924) (4,364) (1,205)
Purchase of net assets of acquired entities, including 

acquisition costs, less cash acquired — — (2,414)
Net cash used in investing activities (76,138) (235,584) (217,853)

FINANCING ACTIVITIES
Proceeds from issuance of common stock 1,535 16,265 476
Proceeds from exercise of stock options 10,117 3,764 9,080
Proceeds from issuance of convertible senior debentures — 300,000 300,000
Proceeds from debt borrowings 810,721 188,016 385,000
Repayments of borrowings (1,112,067) (462,408) (551,221)
Debt finance costs (22,189) (7,546) (17,616)
Decrease in restricted cash 28,923 13,860 2,700
Repayment of joint venture partner debt (10,000) — —

Net cash provided by (used in) financing activities (292,960) 51,951 128,419
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (32,034) (64,852) 74,998
CASH AND CASH EQUIVALENTS, beginning of year 69,134 133,986 58,988
CASH AND CASH EQUIVALENTS, end of year $ 37,100 $ 69,134 $ 133,986

The accompanying notes are an integral part of the consolidated financial statements.
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PRIDE INTERNATIONAL, INC.

Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies
Principles of Consolidation and Reporting

The consolidated financial statements include the accounts of Pride International, Inc. and its wholly-owned and
majority-owned subsidiaries (the “Company” or “Pride”). All significant intercompany transactions and balances have
been eliminated in consolidation. Investments in which the Company owns 50.0% or less and exercises significant influence
are accounted for using the equity method of accounting, and investments in which the Company does not exercise
significant influence are accounted for using the cost method of accounting.

The Company consolidates a variable interest entity when the Company will absorb a majority of the variable interest
entity’s expected losses, receive a majority of the variable interest entity’s expected residual returns or both. The Company
consolidates the unaffiliated trust with which the Company completed the sale and leaseback of the Pride South America
semisubmersible drilling rig in February 1999.

The Company’s minority interest represents the total of the minority party’s equity interest in certain joint ventures that
are consolidated but less than 100% owned and the debt owed by the venture to joint venture partners.

Management Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States

requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as of the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. The Company bases its estimates and adjustments on historical experience and 
on other information and assumptions that are believed to be reasonable under the circumstances. Estimates and judgments
about future events and their effects cannot be perceived with certainty; accordingly, these estimates may change as
additional information is obtained, as more experience is acquired, as the Company’s operating environment changes and 
as new events occur. While it is believed that such estimates are reasonable, actual results could differ from those estimates.
Estimates are used for, but not limited to, determining the realization of customer and insurance receivables, recoverability
of long-lived assets, useful lives for depreciation and amortization, determination of income taxes, contingent liabilities,
insurance and legal accruals and costs to complete construction projects including warranty claims.

Reclassifications
In 2004, the Company reclassified certain costs such as engineering, procurement, safety and field offices from general

and administrative to operating costs. The Company has reclassified prior periods to conform to this presentation. For the
years ended December 31, 2004, 2003 and 2002, costs of approximately $63.9 million, $64.2 million and $53.1 million were
reclassified from general and administrative to operating costs. The Company also reclassified debt financing costs of
$2.3 million and $9.1 million for the years ended December 31, 2003 and 2002, respectively, from operating cash flows to
financing cash flows. Certain other reclassifications have been made to prior periods to conform to the current period
presentation.

Cash and Cash Equivalents
The Company considers all highly liquid debt instruments having maturities of three months or less at the date of

purchase to be cash equivalents.

Parts and Supplies
Parts and supplies consist of spare rig parts and supplies held in warehouses for use in operations and are valued at

weighted average cost.

Property and Equipment
Property and equipment are carried at original cost or adjusted net realizable value, as applicable. Major renewals and

improvements are capitalized and depreciated over the respective asset’s remaining useful life. Maintenance and repair 
costs are charged to expense as incurred. When assets are sold or retired, the remaining costs and related accumulated
depreciation are removed from the accounts and any resulting gain or loss is included in results of operations.
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For financial reporting purposes, depreciation of property and equipment is provided using the straight-line method
based upon expected useful lives of each class of assets. Estimated useful lives of the assets for financial reporting purposes
are as follows:

Years

Rigs and rig equipment 5–25
Transportation equipment 3–7
Buildings and improvements 10–20
Furniture and fixtures 5

Rigs and rig equipment have salvage values not exceeding 20% of the cost of the rig or rig equipment.
Interest is capitalized on construction-in-progress at the interest rate on debt incurred for construction or at the weighted

average cost of debt outstanding during the period of construction.

Goodwill
The Company annually performs impairment tests of goodwill and has determined that the fair value of the Company’s

goodwill exceeded the recorded cost as of December 31, 2004, 2003 and 2002, respectively; accordingly, no impairment 
was recorded.

The change in the carrying value of goodwill by reporting segment for the years ended December 31, 2004 and 2003
was as follows:

U.S. Gulf Latin America E&P
of Mexico Land Services Total

(In thousands)

Balance as of December 31, 2002 $ 1,472 $ 17,435 $ 53,107 $ 72,014
Earn out payment — — (3,000) (3,000)
Balance as of December 31, 2003 $ 1,472 $ 17,435 $ 50,107 $ 69,014
Earn out payment — — (2,129) (2,129)
Purchase price adjustments — — 1,565 1,565
Balance as of December 31, 2004 $ 1,472 $ 17,435 $ 49,543 $ 68,450

In 2004 and 2003, the Company reduced by $2.1 million and $3.0 million, respectively, the carrying amount of goodwill
recorded in its April 2000 acquisition of Services Especiales San Antonio S.A. (“San Antonio”). The seller of San Antonio
was entitled to four “earn out” payments of up to $3.0 million each on the first four anniversary dates of the closing if San
Antonio’s revenues from services provided to the seller and its affiliates exceeded specified levels during the 12 calendar
months ending immediately prior to the relevant anniversary date. The revenue level for the fourth anniversary earn-out
payment resulted in a pro-rated earn-out payment of $0.9 million. The specified revenue level was not achieved for the
third anniversary earn-out payment.

Long-Lived Asset Impairment
The Company reviews its long-term assets for impairment when changes in circumstances indicate that the carrying

amount of the asset may not be recoverable. Long-lived assets and certain intangibles to be held and used are reported at
the lower of carrying amount or fair value. Assets to be disposed of and assets not expected to provide any future service
potential are recorded at the lower of carrying amount or fair value less cost to sell.

During the fourth quarter of 2004, the Company recognized an impairment charge of $24.9 million related to retiring
16 stacked land rigs and nine shallow water platform rigs and a loss on impairment of an inactive land rig and other
equipment. The Company performed an impairment test on remaining rigs and groups of rigs in the fourth quarter of 2004
and determined that the undiscounted future cash flows based on expected day rates and utilization rates exceeded the
recorded cost of the specific rigs and group of rigs as of December 31, 2004; accordingly, no impairment was recorded for
such rigs.
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Revenue Recognition
The Company recognizes revenue as services are performed based upon contracted dayrates and the number of

operating days during the period. Revenue from turnkey contracts is based on percentage of completion. Mobilization
fees received and costs incurred in connection with a customer contract to mobilize a rig from one geographic area to
another are deferred and recognized on a straight-line basis over the term of such contract, excluding any option periods.
Costs incurred to mobilize a rig without a contract are expensed as incurred. Fees received for capital improvements to
rigs are deferred and recognized on a straight-line basis over the period of the related drilling contract. The costs of such
capital improvements are capitalized and depreciated over the useful lives of the assets.

Rig Construction Contracts
The Company has historically constructed drilling rigs only for its own use. However, at the request of some of its

significant customers, in 2001 the Company entered into fixed-fee contracts to design, construct and mobilize specialized
drilling rigs through the Company’s technical services group. The Company also entered into separate contracts to
operate the rigs on behalf of the customers. Construction contract revenues and related costs are recognized under the
percentage-of-completion method of accounting using measurements of progress toward completion appropriate for the
work performed, such as man-hours, costs incurred or physical progress. Accordingly, the Company reviews contract
price and cost estimates periodically as the work progresses and reflects adjustments in income (i) to recognize income
proportionate to the percentage of completion in the case of projects showing an estimated profit at completion and (ii) to
recognize the entire amount of the loss in the case of projects showing an estimated loss at completion. To the extent these
adjustments result in an increase in previously reported losses or a reduction in or an elimination of previously reported
profits with respect to a project, the Company would recognize a charge against current earnings. The Company has
discontinued its fixed-fee rig construction business. See Note 3.

Rig Certifications
The Company is required to obtain certifications from various regulatory bodies in order to operate its offshore drilling

rigs and must maintain such certifications through periodic inspections and surveys. The costs associated with obtaining
and maintaining such certifications, including inspections and surveys, drydock costs and remedial structural work to the
rigs are deferred and amortized over the corresponding certification periods.

The Company expended $17.4 million, $20.2 million and $13.6 million during 2004, 2003 and 2002, respectively, in
obtaining and maintaining such certifications. As of December 31, 2004 and 2003, the deferred and unamortized portion
of such costs on the Company’s balance sheet were $42.5 million and $31.6 million, respectively. The portion of the costs
that are expected to be amortized in the 12-month periods following each balance sheet date are included in other current
assets on the balance sheet and the costs expected to be amortized after more than 12 months from each balance sheet
date are included in other assets. The costs are amortized on a straight-line basis over the period of validity of the
certifications obtained. These certifications are typically for five years, but in some cases are for shorter periods.
Accordingly, the remaining useful lives for these deferred costs are up to five years.

Income Taxes
The Company recognizes deferred tax liabilities and assets for the expected future tax consequences of events that have

been included in the financial statements or tax returns. Deferred tax liabilities and assets are determined based on the
difference between the financial statement and the tax bases of assets and liabilities using enacted tax rates in effect for 
the year in which the asset is recovered or the liability is settled.

Foreign Currency Translation
The Company has designated the U.S. dollar as the functional currency for most of its operations in international

locations because it contracts with customers, purchases equipment and finances capital using the U.S. dollar. In those
countries where we have designated the U.S. dollar as the functional currency, certain assets and liabilities of foreign
operations are translated at historical exchange rates, revenues and expenses in these countries are translated at the
average rate of exchange for the period, and all translation gains or losses are reflected in the period’s results of
operations. In those countries where the U.S. dollar is not designated as the functional currency, revenues and expenses
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are translated at the average rate of exchange for the period, assets and liabilities are translated at end-of-period exchange
rates and all translation gains and losses are included in accumulated other comprehensive income (loss) within
stockholders’ equity.

Concentration of Credit Risk
Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash

and cash equivalents and trade receivables. The Company places its cash and cash equivalents in other high quality
financial instruments. The Company limits the amount of credit exposure to any one financial institution or issuer. The
Company’s customer base consists primarily of major integrated and government-owned international oil companies, as
well as smaller independent oil and gas producers. Management believes the credit quality of its customers is generally
high. The Company provides allowances for potential credit losses when necessary.

Conditions Affecting Ongoing Operations
The Company’s current business and operations are substantially dependent upon conditions in the oil and gas industry

and, specifically, the exploration and production expenditures of oil and gas companies. The demand for contract drilling
and related services is influenced by oil and gas prices, expectations about future prices, the cost of producing and
delivering oil and gas, government regulations and local and international political and economic conditions. There can be
no assurance that current levels of exploration and production expenditures of oil and gas companies will be maintained or
that demand for the Company’s services will reflect the level of such activities.

Stock-Based Compensation
The Company uses the intrinsic value based method of accounting for stock-based compensation. Under this method,

the Company records no compensation expense for stock options granted when the exercise price for options granted is
equal to the fair market value of the Company’s stock on the date of the grant.

The following table illustrates, in accordance with Statement of Financial Accounting Standard (“SFAS”) No. 148,
“Accounting for Stock Based Compensation — Transition and Disclosure — an amendment of FASB statement No. 123”
the effect on net loss and loss per share as if the fair value based method of accounting prescribed by SFAS No. 123 had
been applied to stock-based compensation. The effects of applying SFAS No. 123 in this pro forma disclosure are not
indicative of future amounts.

Year Ended December 31,
2004 2003 2002

(In thousands, except per share amounts) (Restated) (Restated)

Net loss – as reported $ (3,459) $ (23,122) $ (7,155)
Add: Stock-based compensation included in reported net loss, 

net of tax 129 2,081 —
Deduct: Stock-based employee compensation expense 

determined under the fair value method, net of tax (12,575) (10,784) (8,538)
Pro forma net loss $ (15,905) $ (31,825) $ (15,693)
Net loss per share:

Basic – as reported $ (0.02) $ (0.17) $ (0.05)
Basic – pro forma $ (0.12) $ (0.24) $ (0.12)
Diluted – as reported $ (0.03) $ (0.11) $ (0.05)
Diluted – pro forma $ (0.12) $ (0.17) $ (0.12)
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Under SFAS No. 123, the fair value of stock-based awards is calculated using option pricing models. The Company’s
calculations were made using the Black-Scholes option pricing model with the following weighted average assumptions:

2004 2003 2002

Dividend yield 0.00% 0.00% 0.00%
Volatility 56.41% 62.57% 59.45%
Risk free interest rate 3.33% 2.95% 4.73%
Expected term 5 years 5 years 5 years
Weighted average fair value per share of options granted $ 9.28 $ 8.53 $ 7.94

New Accounting Pronouncements
The Financial Accounting Standards Board (“FASB”) issued SFAS No. 123R, “Share-Based Payment” during the fourth

quarter of 2004. SFAS 123R requires that companies expense the value of employee stock options and similar awards and
will be effective for share-based awards that are granted, modified, or settled in cash beginning July 1, 2005. The
Company will recognize compensation cost for the unamortized portion of outstanding and unvested share-based
payment awards as of July 1, 2005 and previously measured under SFAS 123 and disclosed on a pro form basis. The costs
will be measured at fair value on the awards’ grant date based on the expected number of awards that are expected to
vest. The compensation cost will be recognized as awards vest including the related tax effects. SFAS 123R provides for
three transition methods including two prospective methods and a retrospective method. The Company is in the process
of determining the amount of the charge it will recognize for the cumulative effect of adopting SFAS 123R on July 1, 2005.
The adoption of SFAS 123R will have a material impact on the Company’s consolidated results of operations and earnings
per share as a result of recognizing expense for the value of awards under its employee stock option plans.

In December 2004, the Emerging Issues Task Force Issue No. 04-8, “The Effect of Contingently Convertible Instruments
on Diluted Earnings per Share” became effective for reporting periods ending after December 31, 2004. Issue No. 04-8
concluded that contingently convertible debt instruments (“Co-Cos”) should be included in diluted earnings per share
computations regardless of whether the contingent feature has been met. Accordingly, Co-Cos should be accounted for as
convertible debt for purposes of calculating diluted EPS. The Company’s 31⁄4% Convertible Senior Notes due 2033 that
were issued in April 2003 contain a contingent conversion feature based on a measure that has not been met. The effect of
the dilution, if any, from the assumed conversion of the 31⁄4% Senior Notes has been included in the Company’s historical
diluted earnings per share computations. There was no impact on earnings per share as previously reported.

2. Restatements
During 2004, the Company identified several matters that resulted in the restatement of amounts previously reported

in the Company’s financial statements for the years 1999 through 2003 and for the first nine months of 2004. In addition,
certain disclosures in other notes to the consolidated financial statements have been restated to reflect the restatement
adjustments. The matters consist of certain errors related primarily to transactions initially recorded in periods from 1999
to 2002, but affecting periods from 1999 through 2004. The errors relate to:

• Acquisition of Joint Venture Interest. In March 2001, the Company acquired the 73.6% interest that it did not already
own in the joint venture that owned the Pride Carlos Walter and the Pride Brazil. At the time of the acquisition, the
Company was negotiating to refinance the joint venture’s debt; the refinancing was completed in November 2001.
The Company recorded the acquired joint venture debt and the joint venture assets at the book value as recorded on
the joint venture’s books and records, as opposed to recording the assets and liabilities at their fair market value. In
addition, when the joint venture debt was refinanced, certain costs associated with the retirement of the joint venture
debt were inappropriately recorded as deferred financing costs of the new debt and amortized using a seven year
life. As a result, finance charges were overstated by approximately $3.2 million and $3.4 million for 2003 and 2002,
respectively, and depreciation was understated by approximately $0.8 million per year. The cumulative effect on
retained earnings prior to 2002 was an overstatement of approximately $2.9 million.

• Depreciation of Certain Rigs Constructed or Acquired in 1999. In 1999, the Company completed construction of its two
deepwater drillships, the Pride Africa and Pride Angola. During 2004, the Company enhanced its balance sheet
reconciliation process and identified certain costs in its intercompany accounts and construction-in-process accounts
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that related to the construction period, which should have been included in fixed assets and depreciated beginning 
in 1999. Also in 1999, the Company, through a 51.0% owned joint venture, acquired the Pride Cabinda in a transaction
whereby the Company funded 45.0% percent of the purchase price and entered into a lease agreement for the
unfunded portion of the purchase price. The Company depreciated 45.0% of the book value of the Pride Cabinda and
recorded the finance charges associated with the lease agreement as operating costs rather than recording and
depreciating the full cost of the rig. The result of these errors was to understate depreciation expense by $0.3 million
per year, understate finance charges and overstate operating expenses by $0.8 million and $0.9 million for 2003 and
2002, respectively, and overstate minority interest by $0.4 million per year. The cumulative effect on retained earnings
prior to 2002 was an understatement of $0.2 million.

• Rig Transfers. During 2004, the Company completed a review of depreciation expense and detected errors in the
calculation of depreciation associated with rigs that were transferred between operating segments and had spent
time in the shipyard before arriving at the new location. In each case, the Company had recorded an adjustment,
after the rig re-entered service, to properly state the cumulative depreciation. These errors resulted in the
understatement of depreciation for 2003 and 2002 of approximately $0.5 million and $0.1 million, respectively.

• Exchange Rate Calculation. In 1999, the Company converted inventory software programs in Colombia. During 2004,
the Company identified that during the software conversion, the Company had errors in the computation of the
historical foreign exchange rates used to perform the calculation of the United States dollar value of the inventory for
financial statement purposes. The result of this error was to overstate inventory and retained earnings for the period
prior to 2002 by $1.5 million.

• Error in 2002 Tax Provision. During the fourth quarter of 2004, the Company received a tax assessment associated with
a 2002 tax return and performed a review of the Company’s provision for the item at issue with the tax authority.
Based on this review, the Company determined that it had miscalculated the tax provision and related penalties and
interest resulting in an understatement of tax expense for 2003 and 2002 of $0.8 million and $1.5 million, respectively.

• Adjustments to Certain Accounts Payable Accounts. During 2003, the Company completed the reconciliation of certain
vendor accounts and determined that it had over-accrued approximately $1.0 million worth of invoices. The
Company reversed this over-accrual in the fourth quarter of 2003 without considering the periods impacted by the
over-accruals. The result of this error was to understate operating expenses for 2003 by $0.9 million and overstate
operating expenses for 2002 by $0.2 million. The cumulative effect on retained earnings prior to 2002 was an
understatement of approximately $1.3 million.

• Minority Interest Calculation. During the 2004 year-end closing process, the Company’s reconciliation of minority
interest identified an error in the final computation of minority interest for 2003. The error occurred as certain 2003
post-closing adjustments reflected in the final 2003 financial statements were not included in the final calculation of
minority interest. This error resulted in the overstatement of minority interest for 2003 of approximately $0.5 million.

The errors noted above, including the error in the 2002 tax provision, resulted in the understatement of the tax
provision for 2003 and 2002 of $0.7 million and $1.5 million, respectively.

The determination to restate these financial statements was approved by the audit committee of the Company’s board
of directors upon the recommendation of the Company’s senior management. The impact of these adjustments on the
previously filed consolidated financial statements for the years ended December 31, 2003 and 2002 is presented below.
The operating results, as reported, have been revised to include reclassifications of certain costs from general and
administrative to operating costs (See Note 1), and the classification of the operations of the Company’s fixed-fee
construction line of business as discontinued operations (See Note 3).
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Selected Consolidated Statement of Operations Data:

Year Ended December 31, 2003
As Reported Adjustments Restated

(In thousands, except per share amounts)

Revenues $ 1,565,806 $ — $ 1,565,806
Operating costs, excluding depreciation and amortization 1,039,661 137 1,039,798
Depreciation and amortization 249,222 1,661 250,883
General and administrative, excluding depreciation and amortization 56,263 — 56,263
Loss on sale of assets 453 — 453
Earnings from operations 220,207 (1,798) 218,409
Other income (expense)

Interest expense (132,998) 2,397 (130,601)
Refinancing charges (6,370) — (6,370)
Interest income 3,182 — 3,182
Other income, net 10,123 — 10,123

Total other expense, net (126,063) 2,397 (123,666)
Income from continuing operations before income taxes 
and minority interest 94,144 599 94,743

Income tax provision 33,325 657 33,982
Minority interest 20,765 (869) 19,896
Income from continuing operations 40,054 811 40,865
Loss from discontinued operations, net of income taxes (63,987) — (63,987)
Net loss $ (23,933) $ 811 $ (23,122)
Basic earnings (loss) per share:

Income (loss) from continuing operations $ 0.30 $ — $ 0.30
Net loss $ (0.18) $ 0.01 $ (0.17)

Diluted earnings (loss) per share:
Income (loss) from continuing operations $ 0.30 $ — $ 0.30
Net loss $ (0.12) $ 0.01 $ (0.11)
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Year Ended December 31, 2002
As Reported Adjustments Restated

(In thousands, except per share amounts)

Revenues $ 1,180,016 $ — $ 1,180,016
Operating costs, excluding depreciation and amortization 761,132 (1,067) 760,065
Depreciation and amortization 230,204 1,275 231,479
General and administrative, excluding depreciation and amortization 41,140 — 41,140
Gain on sale of assets (438) — (438)
Earnings from operations 147,978 (208) 147,770
Other income (expense)

Interest expense (140,863) 2,515 (138,348)
Refinancing charges (1,228) — (1,228)
Interest income 2,084 — 2,084
Other income, net (282) — (282)

Total other expense, net (140,289) 2,515 (137,774)
Income from continuing operations before income taxes 
and minority interest 7,689 2,307 9,996

Income tax provision 1,909 1,496 3,405
Minority interest 16,097 (369) 15,728
Income (loss) from continuing operations (10,317) 1,180 (9,137)
Income from discontinued operations, net of income taxes 1,982 — 1,982
Net loss $ (8,335) $ 1,180 $ (7,155)
Basic earnings (loss) per share:

Income (loss) from continuing operations $ (0.08) $ 0.01 $ (0.07)
Net loss $ (0.06) $ 0.01 $ (0.05)

Diluted earnings (loss) per share:
Income (loss) from continuing operations $ (0.08) $ 0.01 $ (0.07)
Net loss $ (0.06) $ 0.01 $ (0.05)

Selected Consolidated Balance Sheet Data:

December 31, 2003
As Reported Adjustments Restated

(In thousands, except per share amounts)

Total current assets $ 726,924 $ (4,093) $ 722,831
Property and equipment, net 3,446,331 16,969 3,463,300
Other assets, net 102,177 (14,211) 87,966
Total assets 4,378,430 (1,335) 4,377,095
Accrued expenses 261,055 (905) 260,150
Other long-term liabilities 54,423 2,388 56,811
Deferred income taxes 59,378 82 59,460
Minority interest 102,969 (1,976) 100,993
Retained earnings 444,881 (924) 443,957
Total liabilities and stockholders’ equity 4,378,430 (1,335) 4,377,095
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3. Discontinued Operations
In 2001 and 2002, the Company’s Technical Services group entered into fixed-fee contracts to design, engineer, manage

construction of and commission four deepwater platform drilling rigs for installation on spars and tension-leg platforms.
The first rig was completed and delivered in 2003, and the remaining three rigs were completed and delivered in 2004.

For the years ended December 31, 2004 and 2003, the Company recorded loss provisions totaling $27.3 million and
$98.4 million, respectively, relating to the construction of the rigs. The 2004 loss provisions principally consisted of
additional provisions for higher commissioning costs for the rigs, the costs of settling certain commercial disputes and
renegotiations of commercial terms with shipyards, equipment vendors and other sub-contractors, completion issues at
the shipyard constructing the final two rigs and revised estimates for other cost items. As of December 31, 2004, the
cumulative losses recorded on the projects was $125.7 million. The Company has discontinued this business and does not
currently intend to enter into additional business of this nature. Accordingly, the Company has reported its fixed-fee rig
construction business as discontinued operations on the Company’s consolidated statement of operations.

The operating results of the discontinued fixed-fee construction business were as follows:

Year Ended December 31,
2004 2003 2002

(In thousands)

Sales revenue $ 67,806 $ 123,914 $ 89,758
Operating costs 95,087 222,356 86,708
Income (loss) from discontinued fixed-fee construction operations (27,281) (98,442) 3,050
Income tax provision (benefit) (9,549) (34,455) 1,068
Income (loss) on discontinued operations $ (17,732) $ (63,987) $ 1,982

4. Property and Equipment
Property and equipment consists of the following: 

December 31,
2004 2003

(In thousands) (Restated)

Rigs and rig equipment $ 4,521,485 $ 4,476,679
Transportation equipment 33,433 31,340
Buildings 41,007 37,966
Other 49,474 46,888
Construction-in-progress 60,983 43,199
Land 8,527 8,323

4,714,909 4,644,395
Accumulated depreciation and amortization (1,433,061) (1,181,095)
Net property and equipment $ 3,281,848 $ 3,463,300

In June 2004, the Company purchased the Al Baraka I (renamed Pride Ivory Coast) tender assisted-drilling rig, which it
previously managed pursuant to a management agreement with Basafojagu (HS) Inc., a company incorporated in Liberia.
Basafojagu (HS) Inc., in which the Company had a 12.5% interest, owned the Pride Ivory Coast subject to two capital leases
with lessor banks. Each of the shareholders of Basafojagu (HS) Inc., including the Company, guaranteed the capital lease
obligations in proportion to their ownership interest. The two lessor banks and the majority shareholder of Basafojagu
(HS) Inc. are part of a banking and industrial group. The Company purchased the Pride Ivory Coast directly from the lessor
banks for cash consideration of $16.0 million, including related fees. In connection with the transaction, the lessor banks,
Basafojagu (HS) Inc. and its shareholders released each of the shareholders from its obligations associated with the
operation of the Pride Ivory Coast and with its ownership interest in Basafojagu (HS) Inc., including the guarantees of the
capital leases.
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During the fourth quarter of 2004, the Company sold a jackup rig, the Pride West Virginia, for $60 million. Additionally,
the Company sold two stacked jackup rigs, the Pride Illinois and the Pride Kentucky, for $11 million. Proceeds from these
transactions were used to repay debt. During the first quarter of 2005, one of the Company’s French subsidiaries sold a
jackup rig, the Pride Ohio, and received approximately $40 million in cash, which was also used to repay debt.

Depreciation and amortization expense of property and equipment for the years ended December 31, 2004, 2003 and
2002 was $265.2 million, $250.7 million, and $231.4 million, respectively.

The Company capitalizes interest applicable to the construction of significant additions to property and equipment. 
For the years ended December 31, 2004, 2003 and 2002, total interest incurred was $120.4 million, $131.8 million and
$140.3 million, respectively, of which $1.2 million, $1.2 million and $1.9 million, respectively, was capitalized.

During the years ended December 31, 2004, 2003 and 2002, maintenance and repair costs included in operating costs on
the accompanying consolidated statement of operations were $115.7 million, $97.6 million and $81.6 million, respectively.

5. Debt
Short-Term Borrowings

As of December 31, 2004, the Company had agreements with several banks for uncollateralized short-term lines of
credit totaling $29.5 million, primarily denominated in U.S. dollars. These facilities renew periodically and bear interest 
at variable rates based on LIBOR. As of December 31, 2004, $2.3 million was outstanding under these facilities and
$27.2 million was available.

Long-Term Debt
Long-term debt consists of the following: 

December 31,
2004 2003

(In thousands)

Senior secured term loan $ 279,250 $ 197,000
Senior secured revolving credit facilities — 288,000
73⁄8% Senior Notes due 2014, net of discount 497,445 —
93⁄8% Senior Notes due 2007 — 175,000
10% Senior Notes due 2009 — 200,000
21⁄2% Convertible Senior Notes due 2007 300,000 300,000
31⁄4% Convertible Senior Notes due 2033 300,000 300,000
Zero Coupon Convertible Senior Debentures Due 2021 — 4
Zero Coupon Convertible Subordinated Debentures Due 2018 — 1,098
Senior convertible notes due 2004 — 85,853
Drillship loans 270,525 182,674
Semisubmersible loans due 2004 to 2008 77,939 260,558
Limited-recourse collateralized term loans — 3,649

1,725,159 1,993,836
Current portion of long-term debt 39,287 188,737
Long-term debt, net of current portion $ 1,685,872 $ 1,805,099

July 2004 Refinancing
In July 2004, the Company completed a private offering of $500 million principal amount of 73⁄8% Senior Notes due 2014

(the “73⁄8% Senior Notes”) and entered into new senior secured credit facilities consisting of a $300 million term loan and a
$500 million revolving credit facility.

Borrowings under the revolving credit facility are available for general corporate purposes. The Company may 
obtain up to $100 million of letters of credit under the facility. As of December 31, 2004, there were no borrowings and
$35.1 million of letters of credit outstanding under the revolving credit facility, and $279.3 million outstanding under 
the term loan. Amounts drawn under the senior secured facilities bear interest at variable rates based on LIBOR plus a
margin or prime rate plus a margin. The interest rate margin will vary based on the Company’s leverage ratio, except that
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the LIBOR margin for the term loan is fixed at 1.75%. As of December 31, 2004, the interest rates on the term loan and
revolving credit facility were approximately 4.1%, and availability under the revolving credit facility was approximately
$464.9 million.

The revolving credit facility will mature in July 2009 and the term loan will mature in July 2011 (with amortization on
the term loan of 0.25% per quarter prior to maturity). The Company may prepay the term loan without penalty. In
addition, the Company is required to prepay the term loan and, in certain cases, the revolving loans with the proceeds
from (i) asset sales or casualty events (with some exceptions), (ii) certain extraordinary events such as tax refunds,
indemnity payments and pension reversion proceeds if availability under the new revolving credit facility plus the
Company’s unrestricted cash is less than $200 million and (iii) future debt issuances not permitted by the credit facilities.

The senior secured credit facilities are secured by first priority liens on certain of the Company’s subsidiaries’ existing
and future rigs, accounts receivable, inventory and related insurance, all of the equity of the Company’s subsidiary Pride
Offshore, Inc. (the borrower under the facilities) and Pride Offshore’s domestic subsidiaries and 65% of the stock of
certain of the Company’s foreign subsidiaries. The senior secured credit facilities contain a number of covenants
restricting, among other things, prepayment, redemption and repurchase of the Company’s indebtedness; distributions,
dividends and repurchases of capital stock and other equity interests; acquisitions and investments; asset sales; capital
expenditures; indebtedness; liens and affiliate transactions. The senior secured credit facilities also contain customary
events of default, including with respect to a change of control.

The 73⁄8% Senior Notes contain provisions that limit the ability of the Company and its subsidiaries to enter into
transactions with affiliates; pay dividends or make other restricted payments; incur debt or issue preferred stock; incur
dividend or other payment restrictions affecting the Company’s subsidiaries; sell assets; engage in sale and leaseback
transactions; create liens; and consolidate, merge or transfer all or substantially all of the Company’s assets. Many of these
restrictions will terminate if the notes are rated investment grade by either Standard & Poor’s Ratings Services or
Moody’s Investors Service, Inc. and, in either case, the notes have a specified minimum rating by the other rating agency.
The Company is required to offer to repurchase the notes in connection with specified change in control events that result
in a ratings decline. The notes are subject to redemption, in whole or in part, at the option of the Company at any time on
or after July 15, 2009 at redemption prices starting at 103.688% of the principal amount redeemed and declining to 100%
by July 15, 2012. Prior to July 15, 2009, the Company may redeem some or all of the notes at 100% of the principal amount
plus a make-whole premium. Prior to July 15, 2007, the Company also may redeem up to 35% of the notes from the
proceeds of certain equity offerings at a specified redemption price. The Company pays interest semiannually on the 73⁄8%
Senior Notes.

The Company used the net proceeds from the offering of the 73⁄8% Senior Notes of $491.1 million (after discounts but
before other expenses) to retire $175 million aggregate principal amount of its 93⁄8% Senior Notes due 2007 and $200
million aggregate principal amount of its 10% Senior Notes due 2009, together with the applicable prepayment premium
and accrued and unpaid interest, and to retire other indebtedness, including its senior convertible notes due 2004.
Proceeds from the term loan and initial borrowings of approximately $95 million under the revolving credit facility were
used to refinance amounts outstanding under other credit facilities of the Company. In connection with the retirement of
the 93⁄8% Senior Notes and 10% Senior Notes, the Company commenced an offer to purchase the notes at 37.5 basis points
over the respective redemption prices described below. The Company purchased a total of $110.6 million aggregate
principal amount of the 93⁄8% Senior Notes and $127.6 million aggregate principal amount of the 10% Senior Notes
pursuant to the tender offer. The remaining notes were redeemed August 6, 2004 at redemption prices of 101.563% of the
principal amount of the 93⁄8% Senior Notes and 105.000% of the principal amount of the 10% Senior Notes, in each case
plus accrued and unpaid interest to the redemption date.

In connection with the early retirement of (i) the 93⁄8% Senior Notes and the 10% Senior Notes, including the
redemption of the notes outstanding following completion of the tender offer, and (ii) the Company’s then outstanding
senior secured term loan and the senior secured revolving credit facilities, the Company recognized in the third quarter 
of 2004 refinancing charges of approximately $30.8 million, consisting of the tender offer premium, prepayment premiums
and the write-off of unamortized deferred financing costs related to the retired debt.

21⁄2% Convertible Senior Notes Due 2007
In March 2002, the Company issued $300.0 million principal amount of 21⁄2% convertible senior notes due 2007. The net

proceeds to the Company, after deducting underwriting discounts and offering costs, were $291.5 million. The notes are
convertible into approximately 18.2 million shares of common stock of the Company (equal to a conversion rate of 
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60.5694 shares of common stock per $1,000 principal amount, or $16.51 per share). Interest on the notes is payable
semiannually on March 1 and September 1 of each year. On or after March 4, 2005, the notes are redeemable at the
Company’s option, in whole or in part, for cash at redemption prices starting at 101% and declining to 100% by March 1,
2007, in each case plus accrued and unpaid interest. In connection with the issuance of the notes, a private equity fund
related to First Reserve Corporation purchased 7.9 million shares of the Company’s common stock from third parties.
First Reserve, an affiliate of the Company, manages private equity funds that specialize in the energy industry.

31⁄4% Convertible Senior Notes Due 2033
In April and May 2003, the Company issued $300 million aggregate principal amount of 31⁄4% convertible senior notes

due 2033. The net proceeds (after expenses) were approximately $294.8 million. The notes bear interest at a rate of 3.25%
per annum. The Company also will pay contingent interest during any six-month interest period commencing on or after
May 1, 2008 for which the trading price of the notes for each of the five trading days immediately preceding such period
equals or exceeds 120% of the principal amount of the notes. Beginning May 5, 2008, the Company may redeem any of the
notes at a redemption price of 100% of the principal amount redeemed plus accrued and unpaid interest. In addition,
noteholders may require the Company to repurchase the notes on May 1 of 2008, 2010, 2013, 2018, 2023 and 2028 at a
repurchase price of 100% of the principal amount redeemed plus accrued and unpaid interest. The Company may elect to
pay all or a portion of the repurchase price in common stock instead of cash, subject to certain conditions. The notes are
convertible under specified circumstances into shares of the Company’s common stock at a conversion rate of 38.9045
shares per $1,000 principal amount of notes (which is equal to a conversion price of $25.704), subject to adjustment. Upon
conversion, the Company will have the right to deliver, in lieu of shares of its common stock, cash or a combination of
cash and common stock.

Drillship Loans
In April 2004, the Company completed a refinancing of its drillship loan facilities through its consolidated joint venture

company that owns the drillships the Pride Africa and the Pride Angola. The new drillship credit facility is collateralized by
the two drillships and the proceeds from the related drilling contracts and provides for a total credit commitment of
$301.4 million, of which a $278.9 million term loan was funded at closing and $22.5 million was funded in August 2004.
Funds at closing, together with $15.4 million of previously restricted cash held by the joint venture, were used to
(i) refinance the outstanding principal balance on the prior drillship loans of $172.6 million, (ii) repay $103.6 million of
loans due from the joint venture company to the Company, (iii) repay $10.0 million of indebtedness of the joint venture
company to the joint venture partner, and (iv) pay loan transaction costs of $3.1 million. The $22.5 million funding in
August was used to repay loans due from the joint venture company to the Company. The funds paid to the Company
were used to reduce the Company’s other outstanding debt and to improve liquidity. The new drillship loan facility
matures in September 2010 and amortizes quarterly. The drillship loan is non-recourse to the Company and the joint owner.

The drillship loan bears interest at LIBOR plus 1.50%. As a condition of the loan, the Company maintains interest rate
swap agreements with the lenders that cap the interest rate on the loans at a rate of 4.1% through September 2009. Such
swap and cap agreements are not considered derivatives because (1) the swap and cap agreements were required by the
lenders under the drillship loan; (2) the Company believes that such loans would not have been available to the Company
without the related swap and cap agreements; and (3) the drillship loans prohibit the Company from selling or
transferring the swap and cap agreements without the consent of the lenders, and the Company does not believe that 
the lenders would grant such consent as long as any principal amounts are outstanding. In accordance with the debt
agreements, certain cash balances are held in trust to assure that timely interest and principal payments are made. As of
December 31, 2004 and 2003, $9.9 million and $26.7 million, respectively, of such cash balances, which amount is included
in restricted cash, was held in trust and is not available for use by the Company.

Semisubmersible Loans
In December 2004, the Company repaid the outstanding principal amounts of approximately $138.5 million due under

the semisubmersible loans that had originally financed the construction of the Pride Carlos Walter and Pride Brazil. In
connection with the retirement of the semisubmersible loans, the Company recognized a charge of $5.5 million, including 
a write-off of deferred finance costs of $1.9 million and $3.6 million for the settlement of related interest rate swaps. 
The loans were collateralized by, among other things, a first priority mortgage on the drilling rigs and assignment of the
charters for the rigs. The debt agreement required certain cash balance to be held in trust to assure that timely interest and
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principal payments are made. As of December 31, 2003, $11.4 million of such cash balances, which amount is included in
restricted cash, was held in trust and was not available for use by the Company.

In February 1999, the Company completed the sale and leaseback of the Pride South America semisubmersible drilling
rig with an unaffiliated leasing trust pursuant to which the Company received $97.0 million. The lease was classified as
an operating lease for financial statement purposes. With the adoption of FASB Interpretation (“FIN”) No. 46R,
“Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51 (revised December 2003),” in December 2003,
it was determined that the Company was the primary beneficiary, as defined, of the unaffiliated trust, and accordingly,
the Company should consolidate said trust as a variable interest entity. The Company elected to adopt the provisions of
FIN No. 46R retroactively and restate previously issued financial statements. Debt in the amount of $77.9 million and
$82.3 million and property and equipment, net of $70.3 million and $74.1 million were recorded as of December 31, 2004
and 2003, respectively.

93⁄8% Senior Notes due 2007
In July 2003, the Company redeemed $150 million principal amount of the 93⁄8% Senior Notes at a redemption price of

103.125% of the principal amount, plus accrued and unpaid interest to the redemption date. The Company paid a total of
$157.6 million in connection with the redemption, including $2.9 million of accrued and unpaid interest. In addition, the
Company recognized refinancing charges of $6.4 million, including a $4.7 million premium and the write-off of $1.5 million
of deferred financing costs, which amount is included in refinancing charges in the consolidated statement of operations.

Future Maturities
Future maturities of long-term debt as of December 31, 2004 were as follows:

Amount
(In thousands)

2005 $ 39,287
2006 60,478
2007 365,194
2008 369,374
2009 71,685
Thereafter 819,141

Total long-term debt $1,725,159

As of December 31, 2004 and 2003, the fair value of long-term debt was approximately $1.9 billion and $2.1 billion,
respectively.

6. Leases
At December 31, 2004, $6.8 million of capital lease obligations related to two platform rigs. These leases incur interest

at 7.54% and mature in the second quarter of 2005.
Rental expense for leases for equipment, vehicles and various facilities of the Company for the years ended

December 31, 2004, 2003 and 2002 was $50.8 million, $49.4 million and $28.4 million, respectively. As of December 31, 2004,
the Company had the following rental commitments under non-cancelable operating leases:

Amount
(In thousands)

2005 $ 1,485
2006 859
2007 212
Thereafter —

Total rental commitments $ 2,556
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7. Financial Instruments
The Company’s operations are subject to foreign exchange risks, including the risks of adverse foreign currency

fluctuations and devaluations and of restrictions on currency repatriation.
The Company attempts to limit the risks of adverse currency fluctuations and restrictions on currency repatriation by

obtaining contracts providing for payment in U.S. dollars or freely convertible foreign currency. To the extent possible, 
the Company seeks to limit its exposure to local currencies by matching its acceptance thereof to its expense requirements
in such currencies. Prior to 2004, the Company entered into forward exchange contracts and option contracts to manage
foreign currency exchange risk principally associated with its Euro denominated expenses. The Company did not enter
into any forward exchange or option contracts in 2004, but continues to monitor its foreign exchange risk.

The Company had no unrealized losses as of December 31, 2004 or 2003 on forward exchange contracts and option
contracts. The net realized and unrealized gains (losses) on all forward and option contracts, included in other income
(expense), net for the years ended December 31, 2003 and 2002, were approximately $1.2 million and $4.8 million, respectively.

The Company is subject to the risk of variability in interest payments on its floating rate debt which includes the senior
secured term loan and revolving credit facilities at December 31, 2004. The Company has entered into agreements as
required by the lenders under its drillship loan agreement that effectively capped the interest rate on such debt through
September 2009. Prior to 2004, the Company entered into interest rate agreements that effectively capped the interest rate
on $194.0 million of borrowings under its then outstanding senior secured term loan. The term loan interest rate
agreements are marked-to-market quarterly with the change in fair value recorded as a component of interest expense. 
As of December 31, 2004, the net value of the term loan instruments was a liability of $.6 million. As of December 31, 2004,
the Company held interest rate swap and cap agreements with notional amounts totaling $464.5 million.

8. Income Taxes
The components of the income tax provision (benefit) included in income (loss) from continuing operations were 

as follows:

Year Ended December 31,
2004 2003 2002

(In thousands) (Restated) (Restated)

U.S.:
Federal:
Current $ — $ — $ —
Deferred (19,733) (43,672) (39,743)

Total – U.S. Federal (19,733) (43,672) (39,743)
Foreign:

Current 47,043 43,329 36,219
Deferred 34,422 34,325 6,929

Total – Foreign 81,465 77,654 43,148
Income tax provision $ 61,732 $ 33,982 $ 3,405
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A reconciliation of the differences between the Company’s income tax provision computed at the U.S. statutory rate
and its income tax provision as reported from continuing operations before income taxes and minority interest is
summarized as follows:

Year Ended December 31,
2004 2003 2002

Amount Rate Amount Rate Amount Rate
(In thousands) (Restated) (Restated)

U.S. statutory rate $34,410 35.0% $33,160 35.0% $3,499 35.0%
Tax on foreign earnings at greater (lesser) 

than the U.S. statutory rate 27,192 27.7 (1,685) (1.8) (476) (4.8)
Change in estimate — — 2,372 2.5 292 2.9
Other 130 0.1 135 0.2 90 0.9
Effective tax rate $61,732 62.8% $33,982 35.9% $3,405 34.0%

In 2004, the Company had an effective tax rate above the U.S. statutory rate for taxes on foreign earnings due to the
following: debt refinancing charges reducing income without a proportional reduction to income taxes; an increase in taxable
income in high effective tax rate countries; lower taxable income in foreign jurisdictions with low or zero effective tax rates;
and U.S. tax on certain foreign earnings.

In 2003, the Company had an effective tax rate above the U.S. statutory rate due to the following: an increase in the 
U.S. statutory rate due to a change in estimate that relates primarily to the difference between the Company’s estimate of
U.S. income tax on foreign earnings and the actual amount on the 2002 U.S. tax return as filed; and a decrease from the 
U.S. statutory rate due to the mix of income between high and low tax countries.

In 2002, the Company had an effective tax rate below the U.S. statutory rate due to the following: an increase in the 
U.S. statutory rate due to a change in estimate that relates primarily to the difference between the Company’s estimate of
U.S. income tax on foreign earnings and the actual amount on the 2001 U.S. tax return as filed; and a decrease from the 
U.S. statutory rate due to the mix of income between high and low tax countries.

The domestic and foreign components of income from continuing operations before income taxes and minority interest
were as follows:

Year Ended December 31,
2004 2003 2002

(In thousands) (Restated) (Restated)

Domestic $ (166,663) $ (159,070) $ (145,094)
Foreign 264,979 253,813 155,090

Income from continuing operations before income taxes 
and minority interest $ 98,316 $ 94,743 $ 9,996
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The tax effects of temporary differences that give rise to significant portions of the deferred tax liabilities and deferred
tax assets were as follows:

December 31,
2004 2003

(In thousands) (Restated)

Deferred tax liabilities:
Depreciation $ 325,281 $ 320,284
Other 24,254 21,286

Total deferred tax liabilities 349,535 341,570
Deferred tax assets:

Net operating loss carryforwards (316,486) (295,442)
Alternative Minimum Tax credits (27,958) (27,958)
Other (3,066) (10,285)

Total deferred tax assets (347,510) (333,685)
Valuation allowance for deferred tax assets 54,190 45,113

Net deferred tax assets (293,320) (288,572)
Net deferred tax liability(1) $ 56,215 $ 52,998

(1) The change in the net deferred tax liability of $3.2 million between December 31, 2003 and 2004 differs by $11.5 million from the deferred tax expense of
$14.7 million reported for 2004 due primarily to a tax benefit of $9.5 million from discontinued operations and a tax benefit of $1.7 million from the exercise
of non-qualified stock options.

Applicable U.S. deferred income taxes and related foreign dividend withholding taxes have not been provided on
approximately $541.8 million of undistributed earnings and profits of the Company’s foreign subsidiaries. The Company
considers such earnings to be permanently reinvested outside the United States. It is not practicable to estimate the
amount of deferred income taxes associated with these unremitted earnings.

FASB Staff Position No. 109-2, “Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision
within the American Jobs Creation Act of 2004” (“FSP 109-2”), provides guidance under FASB Statement No. 109,
“Accounting for Income Taxes,” with respect to recording the potential impact of the repatriation provisions of the
American Jobs Creation Act of 2004 (the “Jobs Act”) on enterprises’ income tax expense and deferred tax liability. The Jobs
Act was enacted on October 22, 2004. FSP 109-2 states that an enterprise is allowed time beyond the financial reporting
period of enactment to evaluate the effect of the Jobs Act on its plan for reinvestment or repatriation of foreign earnings
for purposes of applying FASB Statement No. 109. Management has not yet completed evaluating the impact of the
repatriation provisions. Accordingly, as provided for in FSP 109-2, the Company has not adjusted its tax expense or
deferred tax liability to reflect the repatriation provisions of the Jobs Act.

As of December 31, 2004, the Company had deferred tax assets of $316.5 million relating to $918.0 million of net
operating loss (“NOL”) carryforwards and had $28.0 million of non-expiring Alternative Minimum Tax (“AMT”) credits.
The NOL carryforwards and AMT credits can be used to reduce the Company’s federal and foreign income taxes payable
in future years. The Company’s ability to realize the entire benefit of its deferred tax assets requires that the Company
achieve certain future earnings levels prior to the expiration of its NOL carryforwards. U.S. NOL carryforwards total
$739.2 million and expire in 2019 through 2024. Foreign NOL carryforwards include $91.4 million that do not expire and
$87.4 million that could expire starting in 2005 through 2014. The Company has recognized a valuation allowance on
substantially all of these foreign NOL carryforwards due to the uncertainty of realizing certain foreign NOL
carryforwards. The Company could be required to record an additional valuation allowance against certain or all of its
remaining deferred tax assets if market conditions deteriorate or future earnings are below current estimates.

In connection with the acquisition of Marine Drilling Companies, Inc. in September 2001, the Company determined
that certain NOL carryforwards and AMT credits are subject to limitation under Sections 382 and 383 of the U.S. Internal
Revenue Code as a result of the greater than 50% cumulative change in the Company’s ownership. Although the timing
of when the Company can utilize NOL carryforwards may be limited, the Company has determined that such limitations
should not affect its ability to realize the benefits of the deferred tax assets associated with such NOL carryforwards and
AMT credits.
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As required by law, the Company files periodic tax returns which are subject to review and examination by various
revenue agencies within the jurisdictions in which the Company operates. The Company is currently contesting several
tax assessments and may contest future assessments where it believes the assessments are in error. The Company cannot
predict or provide assurance as to the ultimate outcome of existing or future tax assessments. However, it believes the
ultimate resolution of these tax assessments will not have a material adverse effect on the Company’s consolidated
financial position.

9. Earnings (Loss) Per Share
Basic income (loss) from continuing operations per share has been computed based on the weighted average number

of shares of common stock outstanding during the applicable period. Diluted income (loss) from continuing operations
per share has been computed based on the weighted average number of shares of common stock and common stock
equivalents outstanding during the applicable period, as if stock options, convertible debentures and other convertible
debt were converted into common stock, after giving retroactive effect to the elimination of interest expense, net of
income tax effect.

The following table presents information necessary to calculate basic and diluted income (loss) from continuing
operations per share:

Year Ended December 31,
2004 2003 2002

(In thousands, except per share amounts) (Restated) (Restated)

Income (loss) from continuing operations $ 14,273 $ 40,865 $ (9,137)
Interest expense on convertible notes — 9,196 —
Income tax effect — (3,219) —
Income (loss) from continuing operations – as adjusted $ 14,273 $ 46,842 $ (9,137)
Weighted average shares outstanding 135,821 134,704 133,305
Convertible notes — 18,171 —
Stock options 1,480 1,862 —

Weighted average shares outstanding – as adjusted 137,301 154,737 133,305
Income (loss) from continuing operations:

Basic $ 0.11 $ 0.30 $ (0.07)
Diluted $ 0.10 $ 0.30 $ (0.07)

The calculation of diluted weighted average shares outstanding excludes 36.3 million, 14.9 million and 34.3 million
common shares issuable pursuant to convertible debt and outstanding options for the years ended December 31, 2004,
2003 and 2002, respectively, because their effect was antidilutive or the exercise price of stock options exceeded the
average price of the Company’s common stock for the applicable period.

10. Employee Benefits
The Company has a 401(k) defined contribution plan for its employees, which allows eligible employees to defer up to

15% of their eligible annual compensation, with certain limitations. The Company may at its discretion match up to 100%
of the first 6% of compensation deferred by participants. The Company’s contributions to the plan for the years ended
December 31, 2004, 2003 and 2002 were $3.4 million, $2.5 million and $1.6 million, respectively.

The Company has a deferred compensation plan, which provides its officers and key employees with the opportunity
to participate in an unfunded, non-qualified plan. Eligible employees may defer up to 100% of compensation, including
bonuses and net proceeds from the exercise of stock options.

During 2004, the Company’s board of directors authorized a modification of the Company’s Supplemental Executive
Retirement Plan (the “SERP”) to change the benefits under the plan and to increase the number of executive officers
eligible for the plan. The Company has entered into participation agreements with the eligible executive officers. The
SERP is a non-qualified retirement plan that provides for benefits, to the extent vested, to be paid to the participating
executive officer upon the officer’s termination or retirement. The Company recognizes its estimated liability and the
related compensation expense over the estimated service period of each officer.
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In 2004, the Company applied to the French Labor Ministry for a Progressive Retirement Plan (PRP). Pursuant to the
PRP, employees of the Company’s subsidiary in France who reach the age of 55 during the PRP’s enrollment period can
accelerate their retirement with the Company funding a portion of the benefits. The cost of the PRP will be recognized
over the estimated remaining service period of the employees.

11. Stockholders’ Equity
Preferred Stock

The Company is authorized to issue 50 million shares of preferred stock, par value $0.01 per share. The Company’s
board of directors has the authority to issue shares of preferred stock in one or more series and to fix the number of
shares, designations and other terms of each series. The board of directors has designated 4.0 million shares of preferred
stock to constitute the Series A Junior Participating Preferred Stock in connection with the Company’s stockholders’ rights
plan. As of December 31, 2004, no shares of preferred stock were outstanding.

Common Stock
The Company has established the Pride International, Inc. Direct Stock Purchase Plan, which provides a convenient

way for investors to purchase shares of its common stock without paying brokerage commissions. For the year ended
December 31, 2003, the Company sold 0.8 million shares for $15.0 million. There were no shares sold under the plan in
2004 or 2002.

In October 2002, the Company issued 527,652 shares of common stock to two funds managed by First Reserve in
exchange for an additional 11.9% investment in the joint venture that owns the Pride Portland and the Pride Rio de Janeiro.
Subsequently, in November 2002 the other joint venture partner exercised its option to acquire up to 70% of the interest
acquired by the Company, in exchange for 369,356 shares of the Company’s common stock. The shares of Company
common stock acquired in the exchange are currently held as treasury shares.

Stockholders’ Rights Plan
The Company has a preferred share purchase rights plan. Under the plan, each share of common stock includes one right

to purchase preferred stock. The rights will separate from the common stock and become exercisable (1) ten days after public
announcement that a person or group of affiliated or associated persons has acquired, or obtained the right to acquire,
beneficial ownership of 15% of the Company’s outstanding common stock or (2) ten business days following the start of a
tender offer or exchange offer that would result in a person’s acquiring beneficial ownership of 15% of the Company’s
outstanding common stock. A 15% beneficial owner is referred to as an “acquiring person” under the plan. Certain investment
funds managed by First Reserve Corporation, their affiliates and certain related parties currently have the right to acquire
beneficial ownership of up to 19% of the Company’s common stock without becoming an acquiring person under the plan.

The Company’s board of directors can elect to delay the separation of the rights from the common stock beyond the ten-
day periods referred to above. The plan also confers on the board the discretion to increase or decrease the level of ownership
that causes a person to become an acquiring person. Until the rights are separately distributed, the rights will be evidenced by
the common stock certificates and will be transferred with and only with the common stock certificates.

After the rights are separately distributed, each right will entitle the holder to purchase from the Company one one-
hundredth of a share of Series A Junior Participating Preferred Stock for a purchase price of $50. The rights will expire at the
close of business on September 30, 2011, unless the Company redeems or exchanges them earlier as described below.

If a person becomes an acquiring person, the rights will become rights to purchase shares of the Company’s common stock
for one-half the current market price, as defined in the rights agreement, of the common stock. This occurrence is referred to as
a “flip-in event” under the plan. After any flip-in event, all rights that are beneficially owned by an acquiring person, or by
certain related parties, will be null and void. The Company’s board of directors has the power to decide that a particular tender
or exchange offer for all outstanding shares of the Company’s common stock is fair to and otherwise in the best interests of its
stockholders. If the board makes this determination, the purchase of shares under the offer will not be a flip-in event.

If, after there is an acquiring person, the Company is acquired in a merger or other business combination transaction or
50% or more of the Company’s assets, earning power or cash flow are sold or transferred, each holder of a right will have the
right to purchase shares of the common stock of the acquiring company at a price of one-half the current market price of that
stock. This occurrence is referred to as a “flip-over event” under the plan. An acquiring person will not be entitled to exercise
its rights, which will have become void.
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Until ten days after the announcement that a person has become an acquiring person, the Company’s board of directors
may decide to redeem the rights at a price of $0.01 per right, payable in cash, shares of common stock or other consideration.
The rights will not be exercisable after a flip-in event until the rights are no longer redeemable.

At any time after a flip-in event and prior to either a person’s becoming the beneficial owner of 50% or more of the
shares of common stock or a flip-over event, the Company’s board of directors may decide to exchange the rights for
shares of common stock on a one-for-one basis. Rights owned by an acquiring person, which will have become void, 
will not be exchanged.

Stock Option Plans
The Company has a long-term incentive plan which provides for the granting or awarding of stock options, restricted

stock, stock appreciation rights, other stock-based awards and cash awards to officers and other key employees. The
number of shares authorized and reserved for issuance under the long-term incentive plan is limited to 10% of total issued
and outstanding shares, subject to adjustment in the event of certain changes in the Company’s corporate structure or
capital stock. Stock options may be exercised in whole or in part within 60 days of termination of employment or one year
after retirement, total disability or death of an employee. No new awards may be made under the plan after May 12, 2008.

Generally, options granted under the long-term incentive plan vest over periods from two and one-half years to
five years and expire ten years from date of grant.

In 2004, the shareholders of the Company approved the 2004 Directors’ Stock Incentive Plan. The purpose of the plan is 
to afford the Company’s non-employee directors an opportunity to acquire a greater proprietary interest in the Company.
A total of 400,000 shares of the Company’s common stock has been reserved for issuance pursuant to awards granted
under the plan. The exercise price of options is the fair market value per share on the date the option is granted.
Directors’ stock options vest over two years at the rate of 50% per year and expire ten years from date of grant.

Employee and director stock option transactions for the last three years are summarized as follows:

Employee Stock Options Director Stock Options
Weighted Weighted
Average Average

Shares Exercise Price Shares Exercise Price

Outstanding as of December 31, 2001 9,795,685 348,665
Granted 1,225,000 $14.39 52,500 $14.35
Exercised (1,095,005) $ 8.29 — —
Forfeited (1,208,650) $24.22 — —__________ __________

Outstanding as of December 31,2002 8,717,030 401,165
Granted 2,700,000 $15.48 52,500 $15.40
Exercised (364,395) $ 9.75 (18,000) $11.58
Forfeited (500) $18.69 (33,000) $18.82__________ __________

Outstanding as of December 31, 2003 11,052,135 402,665
Granted 1,913,250 $18.29 52,800 $18.43
Exercised (919,983) $10.41 (45,000) $12.56
Forfeited (77,180) $22.93 (138,832) $19.80__________ __________

Outstanding as of December 31, 2004 11,968,222 271,633_____ _____
Exercisable as of December 31, 2004 9,481,877 192,583_____ _____
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The following table summarizes information on stock options outstanding and exercisable at December 31, 2004
pursuant to the employee stock option plans:

Options Outstanding Options Exercisable
Weighted Weighted Weighted

Range of Options Average Average Options Average
Exercise Prices Outstanding Remaining Life Exercise Price Exercisable Exercise Price

$ 0.00 – $ 9.00 719,015 2.9 $ 7.59 719,015 $ 7.59
$ 9.01 – $ 14.00 1,529,900 3.7 $10.33 1,529,900 $10.33
$ 14.01 – $ 21.00 8,399,307 6.8 $16.25 5,912,962 $15.88
$ 21.01 – $ 29.65 1,320,000 2.5 $24.31 1,320,000 $24.31__________ _________

11,968,222 5.7 $15.86 9,481,877 $15.76_____ ____
The following table summarizes information on stock options outstanding and exercisable at December 31, 2004

pursuant to the directors’ stock incentive plan:

Options Outstanding Options Exercisable
Weighted Weighted Weighted

Range of Options Average Average Options Average
Exercise Prices Outstanding Remaining Life Exercise Price Exercisable Exercise Price

$ 9.12 – $ 14.00 22,000 3.5 $ 9.92 22,000 $ 9.92
$ 14.01 – $ 21.00 214,633 7.1 $16.49 135,583 $15.94
$ 21.01 – $ 29.25 35,000 3.9 $24.70 35,000 $24.70__________ _________

271,633 192,583_____ ____
During 2004 and 2003, the Company recognized $0.2 million and $3.4 million, respectively, of stock option compensation

in connection with the modification of the terms of certain key employees’ stock option grants.
During 2004, the Company awarded a total of 135,000 restricted shares to certain key employees pursuant to the

Company’s long-term incentive plan and a total of 13,800 restricted shares to the Company’s non-employee directors
pursuant to the Company’s directors’ stock incentive plan. The Company recorded unearned compensation as a reduction
of stockholders’ equity based on the closing price of the Company’s common stock on the date of grant. The unearned
compensation is being recognized ratably over the applicable vesting period.

12. Commitments and Contingencies
In July 2004, the India Supreme Court agreed to hear the Indian Customs Department’s claims against the Company

regarding the importation of the Pride Pennsylvania and related customs issues. The Customs, Excise and Gold (Control)
Appellate Tribunal had previously ruled in the Company’s favor. In February 2005, the India Supreme Court formally
dismissed the appeal of the Indian Customs Department.

In late August 2004, the Company was notified that certain of its subsidiaries have been named, along with other
defendants, in several complaints that have been filed in the Circuit Courts of the State of Mississippi by several hundred
individuals that allege that they were employed by some of the named defendants between approximately 1965 and 1986.
Additional suits have been filed since August 2004. The complaints allege that certain drilling contractors used asbestos-
containing products in offshore drilling operations, land based drilling operations and in drilling structures, drilling rigs,
vessels and other equipment and assert claims based on, among other things, negligence and strict liability and claims
under the Jones Act. The complaints name as defendants numerous other companies that are not affiliated with the
Company, including companies that allegedly manufactured drilling related products containing asbestos that are the
subject of the complaints. The plaintiffs seek, among other things, an award of unspecified compensatory and punitive
damages. As additional suits are being filed, the Company has not yet had an opportunity to conduct sufficient discovery
to determine the number of plaintiffs, if any, that were employed by the Company’s subsidiaries or otherwise have any
connection with the Company’s drilling operations during the relevant period. The Company intends to defend itself
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vigorously and, based on the information available to the Company at this time, the Company does not expect the outcome
of these lawsuits to have a material adverse effect on its financial position, results of operations or cash flows; however,
there can be no assurance as to the ultimate outcome of these lawsuits.

The Company is routinely involved in other litigation, claims and disputes incidental to its business, which at times
involves claims for significant monetary amounts, some of which would not be covered by insurance. In the opinion of
management, none of the existing litigation will have a material adverse effect on the Company’s financial position, results
of operations or cash flows. However, a substantial settlement payment or judgment in excess of the Company’s accruals
could have a material adverse effect on its consolidated results of operations or cash flows.

13. Investments in Joint Ventures
The Company has a 30.0% equity interest in a joint venture company that owns two dynamically-positioned, deepwater

semisubmersible drilling rigs, the Pride Portland and the Pride Rio de Janeiro. The Pride Portland is currently in Curacao
undergoing final commissioning, and the Pride Rio de Janeiro is currently in Brazil undergoing final commissioning. The
joint venture company has financed the cost of construction of these rigs through equity contributions and fixed rate notes,
with repayment of the notes guaranteed by the United States Maritime Administration (“MARAD”). The notes are non-
recourse to any of the joint venture owners, except that, in order to make available an additional $21.9 million under the
MARAD-guaranteed notes to fund the project through the sea and drilling trial stage for each rig, the Company has provided:

• a $25.0 million letter of credit to secure principal and interest payments due under the notes, the payment of costs of
removing or contesting liens on the rigs and the payment of debt of the joint venture company to MARAD in the
event MARAD’s guarantee is drawn;

• a guarantee of any cash in excess of the additional $21.9 million required to get the rigs through the sea and drilling
trial stage and obtain their class certificates; and

• a completion guarantee of the direct costs of the voyage of each rig from any foreign jurisdiction in which it is located
to a U.S. Gulf port nominated by MARAD in the event of a default prior to the rig obtaining a charter of at least three
years in form and substance satisfactory to MARAD and at a rate sufficient to pay operating costs and debt service.

The Company’s joint venture partner has agreed to reimburse the Company that partner’s proportionate share of any
draws under the letter of credit or payments under the guarantees. At December 31, 2004, the Company held cash collateral
of $17.8 million to cover the partner’s proportionate share of draws, if any, under the letter of credit and of payments, if
any, under the Company’s guarantees, and has included the corresponding liability of $17.8 million in accrued expenses.

The Pride Portland and Pride Rio de Janeiro were built to operate under long-term contracts with Petrobras; however,
Petrobras has given notice of cancellation of the original contracts for late delivery. The Company continues to pursue long-
term contracts for the rigs. There can be no assurance, however, that either the Pride Portland or the Pride Rio de Janeiro will
be contracted to any customer. If no drilling contract is obtained before the rigs are commissioned, the rigs will be stacked
at a cost of approximately $1 million per month per rig. In the event that the joint venture company does not generate
sufficient funds from operations to finance any stacking costs and its debt service obligations, the joint venture partners
would, if they choose to maintain the joint venture, need to advance further funds to the joint venture company since the
joint venture company would have no alternative source of funds to allow it to make such payments. The joint venture
company made principal and interest payments totaling approximately $28.7 million during 2004. The payments were
funded by cash advances from the joint venture partners, of which the Company’s share was 30.0%. Principal and interest
payments totaling approximately $45.1 million are due in 2005. If the joint venture company failed to cover its debt service
requirements, a default would occur under the fixed rate notes guaranteed by MARAD. MARAD would then be entitled to
draw down the entire amount of the letter of credit, exercise remedies under the Company’s return guarantee to MARAD,
foreclose on the mortgages related to the Pride Portland and the Pride Rio de Janeiro and take possession of the two rigs. As
of December 31, 2004, the Company’s investment in the joint venture was approximately $46.0 million, including
capitalized interest of $8.5 million.

The Company provides management services to the joint venture company for the Pride Portland and the Pride Rio de
Janeiro. During the years ended December 31, 2004 and 2003, the Company recognized revenues of approximately
$11.3 million and $5.6 million, respectively, for such services, which approximated costs incurred by the Company to
provide such services.
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The Company has a 30.0% ownership in United Gulf Energy Resource Co. SAOC-Sultanate of Oman, which owns 99.9%
of National Drilling and Services Co. LLC (“NDSC”), an Omani company. NDSC owns and operates four land drilling rigs.
The Company accounts for this investment under the equity method. As of December 31, 2004, the Company’s investment
was $0.9 million.

14. Supplemental Financial Information
Other Current Assets

Other current assets consisted of the following: 

December 31,
2004 2003

(In thousands) (Restated)

Deferred mobilization and inspection costs $ 32,583 $ 46,406
Insurance receivables 5,028 5,975
Prepaid expenses 29,536 34,059
Other receivables 15,153 8,129
Construction project costs 18,337 45,669
Deferred financing costs 6,040 11,949
Other 9,856 18,897

Total other current assets $ 116,533 $ 171,084

Other Assets
Other assets consisted of the following: 

December 31,
2004 2003

(In thousands) (Restated)

Deferred mobilization and inspection costs $ 42,084 $ 40,576
Deferred financing costs 21,366 19,844
Deferred compensation plan 5,965 12,996
Deferred income taxes 3,220 4,048
Other 8,932 10,502

Total other assets $ 81,567 $ 87,966
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Accrued Expenses
Accrued expenses consisted of the following: 

December 31,
2004 2003

(In thousands) (Restated)

Deferred mobilization revenues $ 31,608 $ 48,894
Construction project costs 7,555 64,496
Payroll and benefits 58,118 44,809
Interest 23,917 17,370
Current income taxes 17,345 18,148
Taxes, other than income 15,302 21,788
Joint venture partner collateral 17,850 —
Insurance 8,510 9,746
Earn-out payment, current portion — 3,000
Other 34,638 31,899

Total accrued expenses $ 214,843 $ 260,150

Other Long-Term Liabilities
Other long-term liabilities consisted of the following: 

December 31,
2004 2003

(In thousands) (Restated)

Deferred mobilization revenue $ 9,750 $ 26,190
Deferred compensation 5,965 12,996
Deferred revenue, other — 1,176
Other 20,081 16,449

Total other long-term liabilities $ 35,796 $ 56,811

Other Income (Expense), Net
Other income (expense), net consisted of the following: 

Year Ended December 31,
2004 2003 2002

(In thousands) (Restated) (Restated)

Foreign exchange gain (loss) $ 1,848 $ 9,592 $ (1)
Other, net (845) 531 (281)

Total other income (expense), net $ 1,003 $ 10,123 $ (282)
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Cash Flow Information
Supplemental cash flows and non-cash transactions were as follows: 

Year Ended December 31,
2004 2003 2002

(In thousands)

Cash paid during the year for:
Interest $124,598 $ 89,354 $ 111,576
Income taxes – U.S., net — — —
Income taxes – foreign, net 48,984 33,233 22,728
Change in capital expenditures in accounts payable (1,559) (7,078) 35,863

15. Segment and Geographic Information
In January 2004, the Company reorganized its reporting segments to achieve a more rational geographic distribution

and to establish better defined lines of accountability and responsibility for the sectors of its business. The Company now
has five principal reporting segments: Eastern Hemisphere, which comprises the Company’s offshore and land drilling
activity in Europe, Africa, the Middle East, Southeast Asia, Russia and Kazakhstan; Western Hemisphere, which comprises
the Company’s offshore drilling activity in Latin America, currently Brazil, Mexico and Venezuela; U.S. Gulf of Mexico,
which comprises the Company’s U.S. offshore platform and jackup rig fleets; Latin America Land; and E&P Services.

Due to the discontinuance of the Company’s fixed-fee rig construction business, the revenues and costs for engineering
and management consulting services provided to the Company’s customers are included in its corporate and other
segment for reporting purposes. The costs associated with managing special periodic surveys and shipyard work for 
the Company’s fleet are reported in the operating segment managing the rig. As a result, the Company no longer reports
these operations as a separate segment.

The following table sets forth certain consolidated information with respect to the Company by reporting segment:

Eastern Western U.S. Gulf Latin America E&P Corporate
Hemisphere Hemisphere of Mexico Land Services and Other Total

(In thousands)

2004
Revenues $ 556,317 $ 461,534 $ 134,038 $ 389,829 $ 158,772 $ 11,710 $ 1,712,200
Earnings (loss) from operations 178,681 104,430 5,938 3,202 15,428 (58,702) 248,977
Total assets 1,845,522 1,117,336 263,794 497,985 178,547 135,140 4,038,324
Capital expenditures, 

including acquisitions 60,748 30,808 8,250 19,822 8,961 6,568 135,157
Depreciation and amortization 92,130 79,542 26,223 52,853 11,495 3,064 265,307
2003
Revenues $ 625,514 $ 378,974 $ 89,034 $ 344,406 $ 122,046 $ 5,832 $ 1,565,806
Earnings (loss) from operations 190,278 97,922 (38,868) 10,093 8,040 (49,056) 218,409
Total assets 1,905,965 1,163,928 398,235 560,912 185,121 162,934 4,377,095
Capital expenditures, 

including acquisitions 71,175 89,139 27,203 19,363 9,154 938 216,972
Depreciation and amortization 87,331 59,375 37,480 51,203 11,148 4,346 250,883
2002
Revenues $ 500,692 $ 278,664 $ 104,874 $ 222,294 $ 73,000 $ 492 $ 1,180,016
Earnings (loss) from operations 146,365 85,646 (48,634) (3,212) (1,419) (30,976) 147,770
Total assets 1,944,521 1,123,232 450,994 550,942 161,147 169,145 4,399,981
Capital expenditures,

including acquisitions 115,286 92,372 9,415 27,845 5,309 1,126 251,353
Depreciation and amortization 79,860 49,859 36,612 53,592 11,545 11 231,479
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For the year ended December 31, 2004, one customer accounted for approximately 17% of consolidated revenues 
and is included in the Latin America Land and Western Hemisphere segments and an additional customer accounted 
for approximately 14% of consolidated revenue and is included in the Western Hemisphere segment. For the year ended
December 31, 2003, one customer accounted for approximately 13% of consolidated revenues and is included in the
Western Hemisphere segment and an additional customer accounted for approximately 13% of consolidated revenue and
is included in the Eastern Hemisphere, Latin America Land and E&P Services segments. For the year ended December 31,
2002, one customer accounted for approximately 16% of consolidated revenues and is included in the Eastern Hemisphere,
Latin America Land, and E&P Services segments, and an additional customer accounted for approximately 12% of
consolidated revenue and is included in Eastern Hemisphere segment.

Revenues and assets by geographic area presented in the following tables were attributed to countries based on the
physical location of the assets. The mobilization of rigs among geographic areas has affected area revenues and long-lived
assets over the periods presented. Revenues and long-lived assets by geographic area are as follows:

Year Ended December 31,
2004 2003 2002

(In thousands)

Revenues:
United States $ 137,293 $ 91,574 $ 104,800
Argentina 332,302 286,216 185,250
Angola 275,095 275,955 237,380
Mexico 253,396 185,811 58,914
Brazil 175,929 138,675 137,659
Venezuela 167,088 133,722 121,255
Other countries(a) 371,097 453,853 334,758

Total operating revenues $ 1,712,200 $ 1,565,806 $ 1,180,016

December 31,
2004 2003

(In thousands)

Long-Lived Assets (b)

United States $ 189,025 $ 332,509
Angola 951,176 990,851
Brazil 440,083 424,794
Mexico 455,228 359,271
Other countries(a) 1,314,787 1,424,889

Total long-lived assets $ 3,350,299 $ 3,532,314

(a) Other countries represent countries in which the Company operates that individually had revenues or long-lived assets representing less than 10 percent of
consolidated revenues or consolidated long-lived assets.

(b) Long-lived assets include property and equipment and goodwill. 
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16. Selected Quarterly Financial Data (Unaudited)
As discussed in Note 2, the Company has restated its financial statements for the first three quarters of 2004 and for

2003. The following summarizes the effect of the restatements for each quarter:

2004 2003
First Second Third First Second Third Fourth

Quarter Quarter Quarter Quarter Quarter Quarter Quarter
(In thousands, except per share amounts)

Acquisition of joint venture interest $(209) $(209) $(209) $(207) $ (209) $(211) $ (212)
Depreciation of certain rigs 

constructed or acquired in 1999 (73) (73) (73) 158 147 59 148
Rig transfers 673 — — 432 (1,164) (98) 301
Adjustments to certain accounts 

payable accounts — — — 11 2 — (955)
Net adjustments to earnings 

from operations 391 (282) (282) 394 (1,224) (250) (718)
Net adjustment to finance charges (1) 778 805 11 521 171 (16) 1,721
Net adjustment to tax provision 

including an error in 2002 
tax provision (396) (161) 126 (83) 58 68 (700)

Net adjustment to minority interest 
including minority 
interest calculation 92 92 92 92 92 92 593

Net adjustment to income from 
continuing operations $ 865 $ 454 $ (53) $ 924 $ (903) $(106) $ 896

(1) In addition to the adjustments described in Note 2, the Company determined that there were certain interim period errors in the calculation of finance charges.
These errors did not have any impact on the annual financial statements.

Interest rate collars and caps. During the second and third quarters of 2003, the Company understated its losses by
approximately $0.4 million and $0.7 million, respectively, on interest rate collars and caps associated with its senior
secured term loan that was retired during the third quarter of 2004. These errors were corrected during the fourth quarter 
of 2003, which caused an overstatement of losses of approximately $1.1 million during the quarter.

Accrued interest expense. During the third quarter of 2004, the Company understated the interest expense on its 73⁄8% Senior
Notes by approximately $0.8 million. This error was corrected during the fourth quarter of 2004, which caused an 
overstatement of interest expense in the same amount during the quarter.
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Selected quarterly financial data for the years ended December 31, 2004 and 2003 were as follows:

First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As As As As As

Reported Restated Reported Restated Reported Restated Reported Restated
(In thousands, except per share amounts)

2004
Revenues $403,675 $403,675 $424,028 $424,028 $436,439 $436,439 $448,058 n/a
Earnings from operations 51,171 51,562 60,512 60,230 62,104 61,822 75,364 n/a
Income (loss) from 
continuing operations 3,795 4,660 7,789 8,243 (14,866) (14,919) 16,288 n/a

Income (loss) on discontinued 
operations (10,560) (10,560) (5,267) (5,267) (3,284) (3,284) 1,379 n/a

Net earnings (loss) (6,765) (5,900) 2,522 2,976 (18,150) (18,203) 17,667 n/a
Earnings (loss) per share:

Basic
Income (loss) from 

continuing operations $ 0.03 $ 0.03 $ 0.06 $ 0.06 $ (0.11) $ (0.11) $ 0.12 n/a
Discontinued operations (0.08) (0.08) (0.04) (0.04) (0.02) (0.02) 0.01 n/a
Net earnings (loss) (0.05) (0.05) 0.02 0.02 (0.13) (0.13) 0.13 n/a

Diluted
Income (loss) from 

continuing operations $ 0.03 $ 0.03 $ 0.06 $ 0.06 $ (0.11) $ (0.11) $ 0.11 n/a
Discontinued operations (0.08) (0.07) (0.04) (0.04) (0.02) (0.02) 0.01 n/a
Net earnings (loss) (0.05) (0.04) 0.02 0.02 (0.13) (0.13) 0.12 n/a

2003
Revenues $334,300 $334,300 $383,438 $383,438 $440,180 $440,180 $397,888 $397,888
Earnings from operations 46,932 47,326 58,394 57,170 86,745 86,495 28,136 27,418
Income (loss) from 
continuing operations 1,757 2,681 12,310 11,407 30,924 30,818 (4,936) (4,040)

Income (loss) on 
discontinued operations 2,223 2,223 (30,483) (30,483) (2,211) (2,211) (33,516) (33,516)

Earnings (loss) 3,980 4,904 (18,173) (19,076) 28,713 28,607 (38,452) (37,556)
Net earnings (loss) per share:

Basic
Income (loss) from 

continuing operations $ 0.01 $ 0.02 $ 0.09 $ 0.09 $ 0.23 $ 0.23 $ (0.03) $ (0.03)
Discontinued operations 0.02 0.02 (0.23) (0.23) (0.02) (0.02) (0.25) (0.25)
Net earnings (loss) 0.03 0.04 (0.14) (0.14) 0.21 0.21 (0.28) (0.28)

Diluted
Income (loss) from  
continuing operations $ 0.01 $ 0.02 $ 0.09 $ 0.08 $ 0.20 $ 0.20 $ (0.03) $ (0.03)

Discontinued operations 0.02 0.02 (0.20) (0.20) (0.01) (0.01) (0.25) (0.25)
Net earnings (loss) 0.03 0.04 (0.11) (0.12) 0.19 0.19 (0.28) (0.28)
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Controls and Procedures

Disclosure Controls and Procedures
We carried out an evaluation, under the supervision and with the participation of our management, including our President
and Chief Executive Officer and our Executive Vice President and Chief Financial Officer, of the effectiveness of our disclo-
sure controls and procedures pursuant to Rule 13a–15 under the Securities Exchange Act of 1934 as of the end of the period
covered by this annual report. In the course of this evaluation, management considered the material weakness in our inter-
nal control over financial reporting and other internal control matters discussed below. Based upon that evaluation, our
President and Chief Executive Officer and our Executive Vice President and Chief Financial Officer concluded that, as a
result of the material weakness discussed below, our disclosure controls and procedures were not effective, as of December
31, 2004, with respect to the recording, processing, summarizing and reporting, within the time periods specified in the
SEC’s rules and forms, of information required to be disclosed by us in the reports that we file or submit under the Exchange
Act. To address the material weakness, we performed additional analysis and other post-closing procedures in an effort to
ensure our consolidated financial statements included in this annual report have been prepared in accordance with generally
accepted accounting principles. Accordingly, management believes that the financial statements included in this report fairly
present in all material respects our financial condition, results of operations and cash flows for the periods presented.

Management’s Report on Internal Control Over Financial Reporting
Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as that
term is defined under Rule 13a–15(f) promulgated under the Exchange Act. In order to evaluate the effectiveness of our inter-
nal control over financial reporting as of December 31, 2004, as required by Section 404 of the Sarbanes-Oxley Act of 2002,
management has conducted an assessment, including testing, using the criteria set forth in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organization of the Treadway Commission (the “COSO Framework”).
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. In addi-
tion, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inade-
quate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of our internal control over financial reporting as of December 31, 2004 and, based
on that assessment, identified a material weakness. A material weakness is a control deficiency, or combination of control defi-
ciencies, that results in more than a remote likelihood that a material misstatement of the annual or interim financial statements
will not be prevented or detected. We did not maintain effective controls over the communication among operating, functional
and accounting departments of financial and other business information that is important to the period-end financial reporting
process, including the specifics of non-routine and non-systematic transactions. Contributing factors included the large number
of manual processes utilized during the period-end financial reporting process and an insufficient number of accounting and
finance personnel to, in a timely manner, (1) implement extensive structural and procedural system and process initiatives
during 2004, (2) perform the necessary manual processes and (3) analyze non-routine and non-systematic transactions.

This control deficiency resulted in errors that required the restatement of our consolidated financial statements for 2003
and 2002, the first three quarterly periods in 2004 and all quarterly periods in 2003, as described in Notes 2 and 16 to our
Notes to Consolidated Financial Statements included in this annual report. The errors primarily affected property and
equipment and the related depreciation expense, debt and the related interest and financing costs, minority interest bal-
ances and activity and income tax balance sheet accounts and the related provisions. This deficiency also resulted in audit
adjustments to the 2004 consolidated financial statements primarily affecting accrued employee benefits and interest and
the corresponding expense accounts. Additionally, the control deficiency could result in a material misstatement to our
annual or interim consolidated financial statements that would not be prevented or detected. Accordingly, management
has determined that the control deficiency constitutes a material weakness. Because of this material weakness, management
has concluded that we did not maintain effective internal control over financial reporting as of December 31, 2004 based on
criteria set forth in the COSO Framework.

PricewaterhouseCoopers LLP, our independent registered public accounting firm, has audited management’s assessment
of the effectiveness of our internal control over financial reporting as of December 31, 2004 as stated in their report, which
appears beginning on page 37 in this annual report.

Changes in Our Internal Control Over Financial Reporting
At the direction of our board of directors and audit committee, management has spent and continues to spend a significant
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amount of time and effort to improve our control environment. The effort also was undertaken pursuant to our work 
contemplated by Section 404 of the Sarbanes-Oxley Act and to improve our operational and financial reporting efficiency. 
The initiatives developed by management were both organizational and process focused. The organizational changes made
since late 2003 and through the date of our annual report on Form 10-K included, among others:
• we appointed a new Executive Vice President and Chief Financial Officer, effective late December 2003;
• we promoted from within our company replacements for, and enhanced the positions of, the Executive Vice President –

Operations, the Senior Vice President, General Counsel and Secretary and the Vice President, Controller and Chief
Accounting Officer;

• we enhanced our corporate accounting, tax and treasury functions by creating and filling several new positions and by 
elevating the position of Treasurer to Vice President;

• we expanded our corporate internal audit function by hiring a new internal audit director, creating and filling several new
positions with professional auditors and bringing the previous local internal audit staff of our international operations
under the supervision of the new director;

• we strengthened our Sarbanes-Oxley Act compliance function and our Internal Control Steering Committee; and
• we established a corporate human resource function and hired a Senior Vice President – Human Resources.

We also implemented several process changes to improve our regular communications channels, including, among others:
• we established a management executive committee and held formally scheduled regular meetings to discuss company-

wide activities, strategy, plans and risks to our company;
• we increased communications between members of our senior management and members of our board of directors to 

discuss key activities, plans, current risks and key accounting and internal control issues;
• we formally scheduled regular meetings of corporate officers, division vice presidents, division finance managers and other

key managers to discuss financial and operating results and forecasts, business development activities, business plans and
strategy and safety matters of each division;

• we implemented regular period-end financial and internal control certifications by country and finance managers and 
corporate managers that include, among others, specific descriptions of non-routine and non-systematic transactions and
events;

• we instituted regular conference calls among our division finance managers, country finance managers and corporate
accounting staff to review current transactions and events described in the periodic financial and internal control 
certifications;

• we implemented a formalized corporate current transactions and events review process to identify and resolve items that
may have a financial reporting impact; and

• we established a formal disclosure committee to review and discuss our periodic reports prior to filing with the SEC.

These organizational and process changes have significantly improved our internal control environment and substantially
increased the likelihood of our identifying the non-routine and non-systematic transactions that caused the restatement
indicated above. However, many of the initiatives indicated above were either recently initiated or being further refined
and enhanced as of December 31, 2004. As a result, they were not effective in remediating the material weakness as of
December 31, 2004, as evidenced by transactions being initially recorded incorrectly based on inadequate communication
during the 2004 period-end financial reporting processes.

In 2005, management is continuing its efforts to improve the control environment. In addition to continuing the initiatives
enumerated above, management will focus its efforts on:
• improving the organizational structure to help achieve the proper level of centralization/standardization of functional

areas, as well as the quality and quantity of our accounting, auditing and finance personnel;
• improving systems and processes to help ensure our business, financial reporting and operational requirements are met

in a timely manner;
• refining the period-end financial reporting process to improve the quality and timeliness of our financial information,

including automation of existing manual processes and reduction of the number of manual journal entries and the
reliance on spreadsheets; and

• refining the regular financial and internal control certification process.

Except as described above, there were no changes in our internal control over financial reporting that occurred during the
most recent fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.
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Reconciliation of Non-GAAP Financial Measures (Unaudited)

We use Adjusted EBITDA (as defined below), which is a “non-GAAP financial measure” under Regulation G of the
Securities Exchange Act, as a supplemental disclosure because our management believes that it provides investors an
additional measure of operating cash flow and ability to service debt. It is also useful for comparing our operating
performance with the performance of other companies that have different financing and capital structures and tax rates. 

Adjusted EBITDA as defined consists of net earnings (loss) before net interest expense, income tax provision, deprecia-
tion and amortization, impairment charges, (gain) loss on sale of assets, refinancing charges, minority interest, pooling
and merger costs, and (income) loss on discontinued operations. Adjusted EBITDA is not a measure of financial perform-
ance under generally accepted accounting principles. You should not consider it in isolation from or as a substitute for 
net income or cash flow measures prepared in accordance with generally accepted accounting principles or as a measure
of profitability or liquidity. Additionally, Adjusted EBITDA as defined may not be comparable to other similarly titled
measures of other companies. 

The following tables reconcile Adjusted EBITDA, as defined, with our net earnings (loss) and net cash flow provided 
by operating activities, as derived from our audited financial information:

Year Ended December 31,
2004 2003 2002 2001 2000

(Restated) (Restated) (Restated) (Restated)

Net earnings (loss) $ (3,459) $ (23,122) $ (7,155) $ 89,491 $ 46,872
Plus: Interest expense, net 115,328 127,419 136,264 117,579 99,308 
Plus: Income tax provision 61,732 33,982 3,405 50,044 34,188 
Plus: Depreciation and amortization 265,307 250,883 231,479 203,456 178,644 
EBITDA 438,908 389,162 363,993 460,570 359,012 

Plus: Impairment charges 24,898 — — — —
Plus: (Gain) loss on sale of assets (48,593) 453 (438) (1,393) (3,718)
Plus: Refinancing charges 36,336 6,370 1,228 — —
Plus: Minority interest 22,311 19,896 15,728 15,139 10,443 
Plus: Pooling and merger costs — (824) — 35,766 —
Plus: (Income) loss on discontinued operations 17,732 63,987 (1,982) (409) —
Adjusted EBITDA $ 491,592 $ 479,044 $ 378,529 $ 509,673 $ 365,737

Year Ended December 31,
2004 2003 2002 2001 2000

(Restated) (Restated) (Restated) (Restated)

Adjusted EBITDA $ 491,592 $ 479,044 $ 378,529 $ 509,673 $ 365,737
Less: Interest expense, net 115,328 127,419 136,264 117,579 99,308
Less: Income tax provision 61,732 33,982 3,405 50,044 34,188
Less: Refinancing charges 36,336 6,370 1,228 — —
Less: Stock option compensation (199) (3,396) — — —
Less: Increase (decrease) in current assets and liabilities (51,528) 101,400 64,402 83,315 55,742
Less: (Income) loss on discontinued operations 17,732 63,987 (1,982) (409) —
Less: Pooling and merger costs — (824) — 35,766 —
Plus: Discount amortization on 

zero coupon convertible debentures 106 1,808 11,062 16,204 10,388
Plus: Amortization and write-offs of 

deferred financing costs 20,720 8,191 9,064 6,604 344
Plus: Tax benefit of non-qualified stock options 1,659 516 2,682 87 3,069
Plus: Deferred income taxes 2,388 (41,840) (33,588) 7,252 14,518
Net cash flow provided by operating activities $ 337,064 $ 118,781 $ 164,432 $ 253,525 $ 204,818
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